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Executive Summary

The present Report offers ideas on how to shape the forthcoming period of
Community support beyond the year 2020. The analysis builds on the report
fiThe future of Cohesion policy Report b which reflected on the challenges
and developments at the local and regional level, focusing mainly on the
efficiency and effectiveness of implementing Cohesion Policy (CP). The present
Report looks at concepts and models of CP (mainly its territoriadrtsan) and
points out the main current challenges that are most likely to shape the future
economic, social and territorial structures.

Structure and Method

This second Report in the study series offers ideas on the future of CP. It is
structured arowh two main parts, the first on models of growth, cohesion and
well-being, and the second on new ideas and choices for EU CP. Thus
projections and assumptioingin particular in the third section of the Report

are of a longterm natureThe present Repoldrgely builds on an extensive desk
research including a comparative literature review as well as relevant analyses
and reports carried out by the authors of this paper. In addition, the analysis is
fed by the results of an online survey carried out stdtkeholders who took

part in the seminars on the future of CP. Finally, independent interviews were
carried out with relevant stakeholders with deep insight and considerable
experience in the field of CP.

Models of growth, cohesion and welbeing
Introduction to the model of CP

CP is subject to periodical changes based on the processes of deepening
integration and enlargement. CP restructures or develops regions and enables
them to take full advantage of the opportunities presented by the siagtetm

CP is not standlone. Along with the objective of Cohesion per se, CP also
supports a number of other important policy areas including employment
policies, social policies, culture, environment, combating climate change, energy
and tourism.

Thelarge number of policy areas supported by CP and the importance of public
investment in its realisation make the financial limits apparent. CP accounts for
roughly one third of the EUOGS budget
1.08% of the Gross Natial Income (GNB28: the overall financial contribution

Is small albeit stable and emed over a multannual period.



Single Market and Cohesion

The uneven spatial distribution of gains from single market integration may
have adverse lonterm impacts on welfare, imply adjustment costs in the short
term, and induce industrial transformation that reallocates resources across
sectors and space. Newebries refer to the emergence of a queaphery
pattern with widening regional disparities.

EMU and Cohesion

Disparities (business sector, technological development, wage bargaining
systems, competitive pressure) and the increasing risk of asymrsleto&s
result also from the EMU. CP will play a key role in aligning economic and
fiscal policies. Still, the ongoing discussion on fiscal stability and creating a
fiscal capacity for the euro zone, which might be a common budgetary
instrument, has the pential to threaten the future financing of Cohesion policy.

Enlargement and cohesion

The EU enlargement 2004 and 2007 with twelve new Member States was
marked by a disparity between the massive increases in population (28%) in
sharp contrast to the irease of GDP (7%). A careful policy mix between
addressing single market challenges and territorial or inclusive objectives needs
to be chosen mainly in large E12 countrieSwith enormous gradients between

the wealthiest and the least prosperous redems RO, PL)

Beyond these economic effects, CP has an influence on various-paétsd
developments. Among others, CP has been a main catalyst for integration in the
process of enlargement with regards to the compliance with EU legislation. CP
Is relevant for socieeconomic development, as it has been a stabilising element
in public investment in the context of the economic crisis (lotgen budget
committed to specific investments). From 2010 to 2013 CP was the financial
source for 14% of publicapital investment. In most of the new Member States
(and Portugal) these funds, including the nationafircance, cover more than

half of public investment

The main challenges for the three key aspects of Cohesion in CP are:

A Economic  aspect: Controe r sy C ONncC er fecommic 0 ma
conditionalityo and t he i denti fica

! The EU12 means the countries joining the EU in the enlargement 2004/B0Jaria, Cyprus, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Romania, Slovakia, Slovenia
2 See @' Cohesion Report



regional level due to a lack of data and the complexity of developing
statistical indicators

>

Social aspectCounterproductive effects of placing too muemphasis on
compensatory social and incoraqualising policy; preference for
measuring cohesion in smalogips rather than large groups.

>

Territorial aspect:Too much emphasis on economic issues rather than
territorial cohesion, which can be a mechanfemrisk sharing, nbjust
redistribution of funds.

The policy system

CP is a system of shared management of EU funds to promote a harmonious
development of the EU as a whole. It is a system whedestebutional effects

are clearly combined witlthematic objectives. However, as there is a new
financial transfer mechanism being discussed at European level, and as some
Member States have cut public expenditures severely in reaction to the financial
and economic crisis, there may be significant iogilons for the future
financial endavment and thus the scope of CP.

Policy objectives

The current policy objective$ the eleven thematic objectivés follow a
sectoral logic that is related to smart, sustainable and inclusive growth.
However, the tertorial objectives in the legal framework are comparatively
weak and inconsistent. There are tools that allow territorial strategies (ITlI and
CLLD); however the actual use and concrete translation of territorial issues into
policy action is entirely in théands of MS. So far territorial issues have not
been emphasized in tkeurse of the miderm review.

Therefore, the specificities of territories must be placed at the centre of the
debate (also given the importance of CP in the EU budget). In a seeprithest
delivery mechanisms should be adjusted in order to ensure efficient and
effective policy delivery, e.g. through a set of target indicators at regional level
that build a bridge between social and economic cohesion on the one and
territorial cohesionon the other hand. A diversified monitoring of territorial
impact also largely remasmat the national or EU level.

There are diverging opinions about the efficiency of having one regulation per
fund: On the one hand, furgpecific regulations facilitatenonitoring and
evaluation of funespecific issues; and a single regulation increases complexity
in programming, administration and control. On the other hand,-$pedific



regulations hinder the integration of Structural Funds due to conflicting and
contadictory regulations from different 3XGand national administrations.

The role of ETC

ETC accounts for about 2.5% of the ERDF resources and is a key instrument for
helping public bodies involved in vital areas of governance to cooperate across
national borders, mainly in sectors that go beyond rapid economic integration.
The field is often labelled by enthusiasts as the most valuable European
objective in CP. On the other hand critics point to its failure to deliver concrete
results (in contrast to infrastruc&ioriented investment policy).

The delivery of ETC is shaped by the partnershiz are set up for project
implementation (with a key role of LRAS). The state of cooperation in policy
areas linked to territorial keys (accessibility, SGEI, territorial endowments, city
networks and functional regions)varies enormously among the segimh MS
covered by ETC (projects touching sensitive policy areas can be perceived as
risky due to their experimental nature and also for the timely absorption of
funds). The role of visibility of ETC projects should be maintained, but balanced
with stratgjic projects. Territorial keys should be better recognised and used for
the subsequent formulation of projects.

Allocation and eligibility mechanisms in CP

The distribution of 325 bn is a politicalsensitive issue. Two separate
mechanism have been in place to guide the distribution of funding: Eligibility

of regions is defined on the basis of thresholds of GDP per capita compared to
the EU average. Thus less developed regions are defined as regions with a GDP
per capita below 75% of the LE average. Allocations follow complex
calculation methods. Funding levels for the less developed regions are defined
by the Berlin formula, which takes into account the deviation of GDP per capita
from the EU average, modifies this by reference to themaltiprosperity level

and adds a fixed amount for the unemployment rate (where the latter does not
influence the outcome of the calculation substantially). For more developed
region an average allocation is modulated according to a set of indicators that
mainly measures the distance of social inclusion indrsato the Europe 2020
targets.

However, the main indicator for eligibility and allocation is GDP per capita. For
the current period it is based on averad@PGoer capita for 2007 to 2009.

GDP as anndicator for measuring webeing, wealth and progress is widely
disputed. However, the advantages are still clear: this indicator is well known,



has been accepted as the basis for allocating and distributing funding over the
recent programming periodss available at national and NUTS Il and, with
some delay, also at NUTS Il level. The main weaknesses are that GDP only
considers market transactions and thus cannot cover negative externalities like
resource consumption or pollution or unequal distributd income. Thus the
Europe 2020 objectives of inclusive and sustainable growth clencaptured

by this indicator.

When it comes to considering alternatives to GDP there are several options:
Replacing GDP by a ndbettera mannykarc at or
under the heading of ABeyond GDPO. Th
with the result that some improvements have been made by EUROSTAT to the
overall coverage of GDP (e.g. including R&D investments) and an aggregate
indicator measuringhe number of people at risk of poverty has been established
(also at NUTS Il level). More sophisticated approaches towards including
environmental issues in the GDP have so far not led to visible results that can be
translated intwegional data and timeses.

Thus there is no realistic alternative to using GDP as the basic indicator.
However, rather than engaging in disc!
for measuring wealth and progress, this study advocates complementing the
GDP indicator withterritorial information and indicators established by ESPON.

A comprehensive set of 20 key indicators of economic competitiveness and
resilience, integrated spatial development, social cohesion and quality of life and
environmental resource management lbesn developed by the ESPON project
KIDCASP for use by policy makers at national, regional and local level for
developing their teitorial strategies.

For the next round of defining eligibility and allocations we propose the use of
GDP and to modify itwith a few indicators reflecting social, economic and
territorial dimensions. These indicators should also introduce a more future
oriented component by showing potential risks and threats or measuring a
'distanceto-overcome' for reaching Europe 2020 &gy Thus a future approach
could reduce the weight of GDP and introduce indicators measuring economic
cohesion (e.g. the risks from external shocks or structural change, which could
be measured by R&D, by the sectoral composition of industry, etc.),l socia
cohesion (for example the population at risk of poverty), sustainability (e.g. the
population exposed to environmental risks) and territorial cohesion (e.g. the
population with limited access tnfrastructure and services).



Specificities of Cohesion plicy

A

>

>

>

Programme-based approach Operational programmes represent the
contract between the EU and the MS on the specific thematic provisions
for the support measures. A more differentiated perspective on
programming requirements could be taken in the Bggulations. The
challenge is to bring the benefit of the approach closer to the LRAs in the
sense of a plaekased approach.

Crosssectoral policy coordination and integration: Crosssectoral
policy coordination and integration are needed not leastntb fiolicy
responses to territorial challenges such as demographic change (inclusion
of actors, coordination mechanisms at all levels). Specific instruments
introduced in the 2022020 period facilitate coordinated action, namely
Integrated Territorial Inv&@ments (ITIs) and Community Led Local
Developments (CLLD). However impediments to the integration of
sectoral policies are the different administrations (DGs) and provisions for
ERDF and ESF (which maintain boundaries between the responsible
actors in prgramming and implementation).

The territorial dimension: Public policy interactions in general have
larger positive or negative spiver effects in cities than in rural areas
with low population densities. However, the actual link between EU
objectivesand urban achievements and impacts remains to be evaluated.
Holistic and crosgutting policy approaches tend to be perceived as top
down which is partly due to a lack of capacities.

Functional areasare moving to the centre of ETC policy, since in Europe
they often stretch over national borders. The concept of functional areas
has emerged in the context of urban areas where suburbanisation and
commuter relations have led to dense interaction and manifold questions
related to the provision of public sereg The first stage is to
acknowledge the dense functional interdependencies between the
administrative units and the second stage is to achieve intermunicipal
cooperation in order to make the functional region work. ETC is one of
the important policy lews for encouraging cooperation and new
approaches to governance.

Placebased CP:The current system of CP offers opportunities for place
based approaches but this is not mainstreamed at present. The principles
of MLG and partnership have a strong affinity to the plaased
approach. Since LRAs are the central actors in a filasedapproach

their capacity is decisive for its efficiency and effectiveness. The stronger



>

>

the role of LRAs, the greater the need for governance models for
functional areas (CP is however currently influenced by the national
political-administrative system). &ion at EU level cannot solve such
issues alone. Policy delivery could be formed in a way that responds to
the needor more placebased delivery.

Partnership and MLG: Although a focus on governance helps in
strengthening the pladeased approach, there a need to address the
challenges related to fulfilling the requirement throughout the consultative
process and the problems of increased complexity and administrative
burden.

Ex-ante conditionalities Their role should be strengthened in several
fields (particularly those looking at future challenges) since a variety of
policy areas require effective and efficient cooperation between all tiers of
government. They should also be used to trigger a debate at national level
on providing a better frameworlorf an integrated approach to regional
development.

Eligible areas Besides GDP, in the classification of eligible areas a basic
regional typology or an indication of territorial challenges should be
introduced with a view to supporting a pldeased apprach. One key
element of the debate on the future of CP will be to decide whether the
current scale of eligible regions is sufficient to meet the challenges,
whether additional indicators are needed or whether additional indicators
should be used only in temining the future aid intensity in these
regions.

Thematic objectives The placebased approach could be strengthened if,
besides fulfilling the Europe 2020 demands, strategies in the sense of 4e
(low-carbon strategies for territories) were to becommpulsory or, in

the case of predominantly rural areas challenged by demographic change,
a concentration on Objectives 8 and 9 were to become compulsory (topics
related to employment and social inequality).

Delivery mechanisms Integrated Regional Programes might be an
obvious lever to support the capacities of regions to define approaches
which are closer to pladeased requirements while the role of regions in
programme implementation might support capacity building; but this
decision is in the hands MS.

Earmarking of funds: Earmarking of funds such as a minimum of 5%
for sustainable urban development can be considered an important policy



lever. This type of earmarking could be expanded to other policy areas or
implementation approaches such as CLLD.

A Impact indicators: One key element for measuring the success of CP
will be the discussion on what are the future benchmarks of success.
Would keeping the status quo of maintaining the current level of a
harmonious development in the EU be seen as asuéaethe policy in
the light of the many challenges and diverging trends or would the policy
have to improve the current situation?

>

Mainstreamed instruments (CLLD, ITIs): Their use could be made
compulsory for certain Thematic Objectives (9b, Bd) order to become
an attractive package, fagaching flexibility in the use of funds should be
allowed (crossing the lines between ERDF and ESF).

>

Longer-term budgets have been given some thought. However, CP will
most probably have to maintain the curr@mproach of providing a
convincing package of incentives, furthering the uptake of instruments
and thematic objectives plus an earmarking of funds.

Other policy models aimed at transfer / cohesion

European CP should also aim to support national effortedhesion, like the
smart specialization strategies for innovation. In Germanhe
fiGemeinschaftsaufgabe zur Verbesserung der regionalen Wirtschaftsstrsiktur

a commitment to improve the economic structure so as to improve the cohesion
of the whole country. Germany carries out a CP within its national borders
which, however, is stiin line with the European CP.

To compare the approach with other partstlod world, research has been
carried out on the regional policy of Japan. Japan is traditionally known as a
centralized country with no regional administrative system. In science and
innovation policy, in view of decentralizing policy to achieve betteeat§,
relevant public stakeholders, enterprises and academia are directly involved in
policy-making. This shows the success of reducing the levels of administration
and supporting the direct involvemeaf actors in policy delivery.

New ideas and choicefr EU Cohesion policy
The place of Cohesion policy in the system of EU Policies

As requested by Barca (2009), CP takes the approach of additionality, i.e. one of
complementing but not replacing equivalent public expenditure of a Member



State. Unlike inthe 20072013 programming period, CP is now aligned to the
Europe 2020 Strategy (through the orientation towards 11 Thematic Objectives
derived from the strategy) and the European Semester (through taking into
account the CSR and NRP). CP has generally lpgeen more attention in the
current period, due to its specific budget weight (c. 32.5 % of the EU budget for
a single policy), thematic coverage, spatial orientation, anchoring in the
Partnership Agreements (PAs) and the Operational Programmes (ORb&gand
reporting requirements of the EU (i.e. progress reports, strategic report 2017
2019, consequent policy actions at EU level). CP does not stand alone but comes
with tools that are based on a sectoral policy delivered through an area based
approach (e.gRIS3, River Basin Management Plans).

Possible futures and the role of Cohesion policy

Prognoses of the future of CP are of limited value, due to the large number of

uncertain internal as well as external factors. The present Report therefore draws
the following possible scenarios, each presenting a possible future situation,

outlining influencing factors, causal ra@aiships and possible outcomes:

1. 6sbtiad ity and resource abundanceb
2.0ability yet resource scarcityo,

3. 01 Ihbibtytbatresourcabundanceb6,

4. 0instability and resource scarcityéo

Of those scenarios, the third and fourth are analysed in the present Report for
their larger potential for a distinctively different future CP.

Al nstability but refessoadstated thimgb wherd relaticee 0
affluence of resources would exist in a world multipolar and unstable in terms of
geopolitics. Developed societies would face deterioration of social peace and the
demographic pressures of an ageing populatidre developing world would

face income inequality, lack of democracy and poor infrastructure creating
incentives for ongoing migration to the more developed countries. The market
economy would have failed to resolve its shortcomings and misallocations, and
disorderly competition for resources would trickle down all the way from the

I nternati onal and national to the | oca
relevant as a policy pursuit, but it could be largely used as a disguisetiocad
alliances and shorterm objectives. Its funds could be directed towards
exploitation of resources and increasing return of investment rates, eventually
leading to growing disparities and thus underminiig own strategic
orientation.



Al nstabil ity raaidtAyseees @ofunegative dewelapments in
geopolitics, financial crises and social unrest would be coupled with a
significant drop in the average standard of living on a worldwide basis. This
would lead to a vicious cycle of diverging global populatie@ands (migration,
urbanisation), tensions and destabilisation at local level, and ultimately to a
highr i sk soci ety. ACohesiond could gain
offer groups of nations / regions (such as the EU) tangible objectivesd®war
better coordination, and ultimately towards survival. In contrast with today's CP,

the raison-d-étre o f Acohesiond would be more t
resources through sense of common pur
nations/ regions wouldhift from trying to emulate the economic orthodoxy of
disputed benchmarks of the leader(s), to attaining a sustainable synergistic state
of risk mitigation.

The two scenarios above are the basis for the further projections and
assumptions drawn in thecond part of the Report.

To sum up and embed the scenarios and to subsequently prepare the field for
policy recommendations thecientific mainstream is analysed in the present

study. The ideas that shape policy are compared in a literature relustered

on economic, social and territorial cohesion for analytical purposes. For each of

t hese clusters, t he mai n thinkersd a
concluding that there is a scientific manestm that guides poliesnaking.

Sectorial Polcies and Policy reactions

Il n AThe Future oReplohtesli®@napabimber 0

policies, their role in CP, trends and territorial implications were identified:

A Environment, climate change adaptation, 4oavbon economy and
resourceefficiency.

>

Labour market and social policies, health care

>

Education and qualification

Research and Innovation

>

>

Network development and infrastructure

>

SME policy.

10



Building on the two selected scenarios, different action options per sectorial
policy and scientific mainstream arauskrated in the present Report.

In the s ¢ e n ainstabdity ldut resource abundancé) despite differences
between the economic, social and territorial perspectives, the policy responses
can be summarized as follows:

A

>

>

>

| n

In the case of the environment, policy response in general will focus on
exploiting natural resources by infrastructure investments, although the
protection ével might be lower than today.

In the case of the Labour market, policy response in the labolkemar
will follow a similar pattern to the current CP but with a stronger
emphasis on regulation and control.

Social policies and health, although only peripherally included in CP, will
be affected by the way infrastructure is provided. Policy response must
become more innovative and reinvent itself in order to accommodate
changing and hedy fragmented types of demand.

Education and closely related research and innovation policy are
considered to be serving economic CP. Policy response will have to
change, on the one hand in order to attract people to education, research
and innovation fleeing from geopolitical instability and on the other hand

in order to adapt to the potential and needs of regions the way the RIS3
approach has started, since gedjpall instability will also influence
logistics chains and potential markets.

While transportation and energy network development and infrastructure
will still absorb substantial funds, its orientation will change. Policy
response will deviate from itairent form in the sense that it will become
more specific; instead of providing for basic technical infrastructure, it
will have to provide for multimodal and alternativoutes and also for
security.

In the sector of SME and entrepreneurship, policpoase will have to

put stronger emphasis on satisfying the domestic EU market (assuming
that preausterity policies are weakened in order to sasiamand in an
ageing Europe).

indtability@nd resource scarcityd s ¢ e despiteidifferences beten

the economic, social and territorial perspectives, the policy responses can be
summarized as follows:

11



A In the case of the environment, policy response overall will have to put
stronger emphasis than today on security of resources supply, eco
efficiencyandprotection and risk management.

A In the case of the Labour market, policy response as a whole will face big
challenges, having to 1&djust its objectives, its tools and its vemgtion
of what labour market inclusion mesan

A Social policies and healthill undergo a similar experience as the labour
market, albeit with a higher intensity being dependent on active workers
contributions. Financial crisis, migration and instability might lead to
cries for a reduction of nomgal this al S
Abur deno. Policy response as a whol
shift and invest in resilience and pactiveness; perhaps a forerunner of
the things to come is the development in the field of child care in Eastern
Europe. There the systeis gradually changing from institutionalisation
to individual volunteeibased foster care. Pubic authorities are reluctant to
initiate change based either on path dependency or biases, although
empirical research indicated the higher benefits and losests of
alternative services.

A For Education and closely related research and innovation, policy
response as a whole will move more strongly along the same path it has
entered, putting emphasis on green skills, decentralisation and innovation,
openinnovation and shared use of resources; proprietary approaches and
strong commarcialisation will be weakened.

>

Transportation and energy network development and infrastructure will
lack funds. Policy response will have to more strongly prioritise
investmems but at the same time maintain some level of connectivity,
guaranteeinghe functionality of the Union.

A In the sector of SME and entrepreneurship, policy response will have to
put stronger emphasis on satisfying the domestic EU market but in an
environnment of weak if any growth; hence SME policy will have to focus
on small, flexible units that can adjust their output and on flexible
entrepreneurs. These would be the mSME and the sole traders
considered to be an indicator of @endeveloped economieswadays.

Feasibility of policy responses

For each of these policies and for both scenarios, the urgency of a policy
reaction is weighed and the financial means available and relevance in CP are

12



analysed in a comprehensive matrix. In both scenariosjrgency is always at

least medium and often high with regards to all policy fields analysed, except for

t he environment o a n dinstdbiatyp bun mesourtar k et 6
abundanc&@ scenario. The |l ikelihood of pol
to be medium to high. So are the financial means necessary except, again, in the
case o f t he 0 e ninstalility nboteraesbudce abundaricé e A
scenario. In fact, the assumption is that policy reaction in general will focus on
exploiting natural reaaces by infrastructure investments, although the
protection level might be lower than today.

Policy frameworks and delivery mechanisms

A matrix offers an overview of the different policy responses put forward earlier
and the potential delivery mechanisiS will retain their strong role within the
predominantly regulatory level of governance and in the coordination of national
policies, lut successful CP will need stronger involvement of LRA. The
capability (staffing, budget) of the LRAs is crucial for a successful
iImplementation of aarea basedapproach.

Whereas sustainability (in its environmental dimension, as defined in the CPR)
is usually well established in the delivery systems by a series of regulatory
mechanisms, equal opportunities are still an underdeveloped field.

Outlook and recommendations for the new ideas and choices of EU CP

A Creating a less uniform regulatdinamework: There is a clear need for a
more strategic programmatic approach at the MS level and a stronger role
for LRA. A paradigm shift from conditional programming towards a final
determination approach is needed. The currerf\libe Conditionaliies
could be a model to follow.

A Ensuring an efficient and effective use of resourt&&A and MS will
have to reconsider the need to com
focus on satisfying needs rather than demands. The main challenge lies in
the design andperation of labour market, social policies and education.
The <chall enge for the LRA is r1efoc
(possibly leading to challenges in monitoring, particularlyaudit and
financial control).

>

Publicprivate partnershipgand the mobilisation of private funds and
investments.

A CP policy delivery needs with regards to Governance and territorial
dimension:The respondents in the survey tend to appreciate the efforts

13



made to improve governance (multilevel governance) and reduce
adminstrative burden, but they generally complain about the remoteness
of EU policy and the additional complexity. There is a need for a high
governance quality at the LRA level beyond the level of decentralised
units; an ability to formulate an area basedrapph and integrate it in the

CP principles, and to measure effects and identify linkages to policy and
budget.

The cost of noncohesion
The cost of the lack of a CP would be vdifferent in the two scenarios.

| n ingtadilityfbut resource abundance-scenario, assuming that CP would
favour adhoc alliances and shetrm objectives, the lack thereof will lead to
slower achievement of these objectives, in the sense thafi@aocing source
will be absent. This will not change however thexdamental operational
model.

| n fin$tabilityfiand resource scarcityo-scenario, the role of CP is closer to

the original conception; this role will be accentuated by the pressure of the
uncertainties. Lack of CP would affect fundamentally the modusaofdeias
scarce resources and funds will be channelled towards satisfaction of immediate
demand and short term relief in a motley approach; this case of policy delivery
would become endemic in weaker areas. Any thoughts of experimentation (an
important aspet of CP), innovation and precautionary management will cede to
re-active restitution of the status quo ante in a vicious circle. Hence thécost
expected to be considerable.

Communication of Cohesion policy

The Open Days in Brussels 2015 presentehi@nesting discussion about a CP
open data platform. The aim of the meeting was to present the open data
platform approach to experts and discuss the different groups to be served and
simple and creative ways to improve the visualisation of programme
geogaphies. The main narratives were:

N

A The often deteed mismatch of programme areas.
A In the 20142020 Operational Programmes the focus is on the difference

between socio economic data (e.g. Eurostat) and data on programme
activities. The question is if teomnon platform can lessen the gap.

14



A When thinking about data on beneficiaries of cohesion policy funding the
di scussion was on the obligation tc
for transparency but also on the different approaches taken by the MS.
The CPR requires in Annex XlI a set of fields to be delivered. These data
fields are very usefodldoand all ow a

There are different approachfor the narratives presented:

A Who will use the data, paying attention for providing meaningful
information to different users;

A How they are going to be accessed (e.g. data warghgieghs, smart
phone app?) and

A What are they going to be used for? (Research, inquiry, policy?).

These approaches | ead to fithkreees Omessadg
1. Where in my neighbourhood is CP visible?

2. How much money was invested in the project?
3. How is the measure of CP of use for me?
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1l nt roducti on

Cohesion policy (CP) in the European Uni@@aU) supports investments in
creating growth and employment, tackling climate change and energy
dependence and reducing poverty and social exclusion. Resources are targeted at
key growth sectors, and a significant part of the investment is concentrated in
urban and rural areas in less developed regions. Ovahwodeof the European

Uni o n OGesis corcetlg invested in CP.

CP has undergone several important reforms: in the previous programming
period the links with the Lisbon strategy has been strength and more
emphasis was placed on territorial and thematic concentration of support. The
20142020 period now is better aligned with the Europe 2020 strategy for smart,
sustainable and inclusive growth and better integrated across the European
Structual and Investment Funds [European Regional Development Fund
(ERDF), Cohesion Fund (CF), European Social Fund (ESF), European
Agricultural Fund for Rural Development (EAFRD) alBdropean Maritime and
Fisheries Fund(EMFF)]. Result orientation, concentratioof resources,
coordination between instruments are major cornerstones of the previous reform,
Wherescore features like programming, partnership, additionality have remained
stable:

As the current policy framework is up and running, time has come to think about

the future of CP beyond the current programming period -20P40. The study
series on the AFuture of Cohesion pol |
work of the Committeeof the Regions (CoR) and its members in the policy
debates on the efficiency and effectiveness of CP from the perspective of local
and regional authorities (LRA).

The objective of the Report

This second Report in the study series provides ideas fdutine of CP, i.e.
for the forthcoming period of Community support covering the period from
2021 to 2028. Thus projections and assumptions particular in the third
section of the Repoiit are of a longerm nature. For obvious reasons such
statementsémar considerable uncertainties but the objective of this Report is to:

A reflect underlying concepts and models of CP in particular its territorial
dimension

3 http://ec.europa.eu/economy finance/structural reforms/sectoral/cohesion/index. en.htm
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A~

A raise awareness for major challenges which from the current perspective
will have a significant irpact on economic, social and territorial
structures in a longerm perspective.

The Report builds on the first one which has tackled the following issues:
A gaps, trends and challenges with impact at LRA |evel
A reflectionson the efficiency and the effectiveness of CP reviewing the
policy cycle, the financing of CP and governance aspects from the

perspective of LRAS.

The following elements used in the first Report will be kept in order to further
the discussion on futureoficy options:

A firstly to the extent possible and meaningful the distinct considerations of
each of the pillars of cohesion, i.eoaomic, social and territorial,

A secondly the perspective of LRAs since in the end CP can be considered
also as an instrumeé to strengthen the position of sohtional seH

governments.
Methodology
The present Report | argely builds on
policyT Report | 6 and ot her rel evant anal

authors of this papethis report has been built on the following elements:
A Desk research including a wide range of relevant policy literature,
including EUlevel legishtive documents and regulations.

A A comparative literature review (chapter 3.8sing a range of existing
publically-available EU level information on the CP from both, the 2007
2013 and the 2012020 programming period, relevant academic
literature, and evaluative material at EU, Member State (MS) and regional
levels

>

The inputfron t he seminar #Afrom models to
the Regions in October 2015

A Online survey: A structured survey was developed inviting stakeholders

that took part at the seminars on the future of CP to respond to five main
questions:
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o What wouldbe the main dimensions defining the future model of
the EU CP?

o Which of the challenges and the related themes should benefit from
a placebased approach?

o How could be improved the results and the efficiency of the future
CP? Are the current indicatorspappriated to measure economic,
social and territorial cohesion?

o Is the current governance system of the policy working on or,
alternatively, the local and regional authorities' role should be
reconsidered?

o Which new and improved approaches could beothiced in the
future CP?

The survey was available on the official website of the CoR. Twenty
contributions have been received and analysed for the purpose of the
present Report.

A Interviews were conducted with:
0 Flo Clucas, Councillor in Sheltorresponsible for EU funding,
member of the economic development scrutiny: 2012 retirement

from 26 years councillor in Liverpool

0 Hannes Rossbacher, managing director of the Austrian Conference
on Spatial Planning (OROK)

o Bernhard Schausberger, Member o tJoint Technical Secretariat
of the Slovakid Austria crossborder cooperation programme

The results from the survey and interviews were integrated in the main body
rather than in separate boxes or annexes in order to ensure that they feed into the
analysis of this report.

Models of growth and webeing

The section discusses important aspects of the system underlying the current
approach to CP. The main underlying questions and issues tackled are:

* There were foreseen two more interviews but there was no feedback in the respective time period. We covered
the relevant issues with contributions from the onlingesuand our iFhouse expertise.
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>

Does economic convergence stand in conflict withesion? Does focus
on economic social and territorial cohesion hinder the best possible,
global economic (and employment) development performance?

>

How much cohesion is possible and needed in the EU and whether a
certain level of differentiation in regmal development could also have
benefits?

p

Is GDP the appropriate way to measure progress? And beyond GDP:
What about quality of life and welfare indicators?

>

Promoting growth in all types of regions: The concept of "functional
areas" to go beyoradministrative boundaries of regions; the crossder
cohesion; the link between the urban and rural areas; the need to develop
an integrated approach to define urban policies.

It examines in particular the following specificities of CP: the prograthased
approach to integration of sectoral policies, next to concentration, partnership
and additionality. In the scientific sphere definitions and concepts for territorial
cohesion have been defined but compared to economic and social cohesion there
Is e.g.still a lack of widely known and undisputed indicators which help to
communicate the territorial agenda.

New ideas and choices for EU Cohesion policy

The discussion of the future starts off from the challenges to be addressed. The
questions and issueaised for this study are:

A The main axes of choice in Cohesion policy (centralized/decentralized,
priority focus/ geographic focus etc.);

>

Compared paradigms of cohesion policy: The EU Cohesion policy
compared to other models;

p

Options for the futurarticulation of Cohesion policy with the European
economic governance; the place of Cohesion policy in the "coordinate
system" of EU policies and its complementarity with other policies;

>

How to move towards a "growmp placebased approach"? What is the
best place for territorial specificities?

p

Convergence of the cohesion policy and complementarities with other EU
policies;
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A Leverage effects of public funds/investments: how can Cohesion policy
be strengthened as regards the mobilisation of private funds an
investments?

A The real value of publiprivate partnerships with a focus on regional
involvement;

A Multi-level governance in the future Cohesion policy;

A The "cost of nosCohesion";

The narrative and communication of Cohesion policy

Scenarios pointing at rather critical developments lead to challenges that can be
considered as transeuropean challenges, i.e. the scope in geographical and/or
societal terms is such that most MS are or will be concerned by the
conseguences.

Policy respores to address these challenges have to pass one major step. The
choices have to be considered as feasible and beneficial by a majority of MS. In
order to reach a majority the policy actors have to share the perception of
challenges. There are challengeatttend to claim for rather uniform responses
across Europé such as e.g. the access to financing for SMEs, whereas there are
other challenges that call for very specific answers depending on national legal
systems and characteristics of territories etc.

The final point in the reflections concerthe delivery mechanisms. One might

say that this is a significant challenge for CP: ideally speaking the implementing
systems should not influence or even shape the contents of actions. However, it
Is evident that the implementing system impacts largelytlee choices of
investment priorities iprogrammes and projects taken.

The future themes

Reflections on the themes for CP result from the following considerations:

A the development of scenarios based on assumptions regarding the
availability of resources and the global gpolitical stabilityi these are
the main axis and the crucial driving forces defining the scope of future
EU CPR,

A four scenarios have been presented; two out of the four scenatib® wil
elaborated in more detail;
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A the thesesm cohesion developed in the previous section will be used to
outline future developments in the main sectoral policy figlddus
giving a tentative outline of the most pressing thenfor future CP
interventions;

A the underlying matrix for each scenampoovides an overview on the
specific incidence of developments; the developments have been
classified according to the magnitude of the risks these developments pose
for economic, social and territorial cohesion (pointing at red and orange
fields where theeed for action is the highest)

>

the subsequent step is the test of the feasibility of the policy responses in
those fields where the need for intervention will be most pressing; in our
understanding feasibility is mostly a@gtion of political acceptan.

Looking into the online survey, in addition to future topics discussed in the
chapters below, the respondents to the survey perceive the following issues as
key topics to be addressed by CP in the future:

A promoting investments on territorial capitas support for regional
productivity, without subsidizing firms

A promoting investments on public gogds

A protecting and developing 'tradable' public goods and service like
education, health and pensions for social sustainability

Reflections on thdelivery mechanisms

Delivery mechanism should aim at effective and efficient dejivof results
thereby ensuring

A feedback loops for evaluation in order safeguard adjustments and

~

A transparency and legitimation regarding the use of funds
A anadequate position of LRAS in the system; an implicit agenda should be

a strengthened position of LRAs in some MS due to their evident role in a
CP with a visible territorial dimension.
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Tradeoff between expectations and financial allocations

The tradeoff between the objectives, the underlying expectations and the
financial allocations to Structural Funds (SF) respectigly Structural and
Investment Fund€éESIF) is an aspect which has been subject to discussion ever
since the early days of CP and its major reform Stefsll in 2014 the
allocations for ESIF are small:

A given the scale and the nature of the structural problems in the EU and

A compared tohe total Gross Domestic Product (GDPEross National
Income(GNI) of the EU

The financial weight of CP has grown gradually in the past decades; it currently
consumes over oiehi rd of t he Eur %Theiacneasd&Jini on 6
budget was combined thi the gradual enlargement of policy scope and
concurring broadening of objectives.

The roots of CP date back to more than five decades ago. Before venturing into
the ideas for future CP it is helpful to recapture some of the milestones and basic
intentsin the development of CP:

A The Treaty of Rome mentions regional differences in 1957, the ESF was
set up in 1958 in the wake of the first industrial transition, the ERDF in

1975

A The intent of SF after the reform in I®8vas to support MS in the
coordination of their economic policies in order to strengthen economic
and social cohesion and to reduce regional disparities

A The accession of GR, ES and PT in 1981 and 1986 led to the aggregation
of a CP budget, amounting E@4 bn.

A The focus has been on infrastructure (reinforced with the introduction of
the Cohesion Fund in 1993)

A Furthermore two important steps have betve European Spatial

Development Perspective (1999) which was the starting point for the
territorial cdhesion and the Territorial Agenda (2007)

® See e.g. Mulreany and Roycroft, 1993, p..192
® http://ec.europa.eu/economy_finance/structural_reforms/sectoral/cohesion/index. en.htm
" Ibidem, p. 197: doubling of funds from 1987 to 1993 from 7 billion ECU to 14 hillion
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The past decade has led to a continuous increase of the expectations towards CP:
as support to overarching questions such as European economic governance and
policies such as Europe 2020. EU CP as finanegtument should address an
increasing range of challenges with an implicitly and explicitly increasing
weight on innovation and SME policies.

As a consequence of the traolké between expectations and financial allocations

it is difficult to report an odisputed success story of CRsuch as the trend
towards convergence on a national level or the far reaching impact of SF/ESIF
on environmental infrastructure in new MS. However, the picture is much more
diverse, with some regions, MS and sectors being ab benefit from
programmes and measures, and others not being able to design and implement
viable strategies and projects to reach some of the Cohesion objectives.
Enhanced research and evaluation activities in the recent years by DG REGIO
(e.g. throughthe expert evaluation network) have been able to show a more
differentiated pattern. Enhanced reporting by the programmes in 2017 and 2019,
and current analytical activities on performance launched by DG REGIO should
help to improve and develop the politgmework further.
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2Model s of growt h-heicmdp e

2.1 Introduction to the model of Cohesion policy

CP has evolved over a long period and the legal foundation in the EU treaties
has changed with each &ty reform in the last decades.

In the arrent programming period 351 billion euro will be available to MS,
regions and cities underthe EUGPFor many of these coun
source of public funding. It is imperative this money is well invested and
managed as weaknesseqational, regional and local administrations can put

the success of th%se programmes at ris

Furthermore CP is subject to constant change based on the process of deepening
integration and enlargement. An essential element of the goimyich marked

its rationale from the very staitis compensation: Eisélpoints out that the

most important itegration moves in the history of the EU would not have been
possible without compensatory payments to real or prospective losers of
integration.

These considerations have been strongly opposed statingitthat.overly
simplistic to think of cohesion amer el 'y a compagmanodoioy o
social policy for regions adversely affected by market integration. Instead it
should be seen as a policy to restructure or develop regions, enabling them to
take full advantage of the opportunities presented bgitigge market?

CP is not a standlone policy field but it should be considered as a policy in its
own right but also as an ancillary element in the European policies:

From a governance perspective, the single market, CP and the Lisbon/Europe
2020 strategies represent not only three distinctive pillars of public policy, but
also three different modes of governaricthe first predominantly regulatory,

the second reliant on public spending and the third being about coordination of
national policiesm the common interest.

Public spending in terms of a public investment policy can be considered as the
essential feature of CP. With a reference to the Treaty the current approach to
CP represents an approach to a transversal policy which support nie to

8 European Commissioh Factsheet: Improving how EU Member States and regioresirand manage EU
Cohesion Policy funds

° Eiselt, |, EIF Working Paper 29

YISE 2011, p. 12

MSE, 2011, p. 8.
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objective of Cohesion also a number of other important policy areas such as
employment policie§, social policie¥’, Small and Mediursized Enterprise
(SME) policies, transport, culture, environment and combating climate cflange
or energy and tourism.

Hannes Rossbacher, managing director of the Austrian Conference on Spatial
Planning (OROK) explained in the interview for this studyT her e i s a
conflict wi t hi n Tob many &bjectiep wald ha=Pbean
included in the last programmingeriods to ensure an effective policy. When
looking at the numbers of objectives supported it is also important to be aware

of the financi al l I mi t s: CP accounts f
the EUOGs budget acc o unNI-88 T fthasrthe avemlu t 1.
financial contribution is a small albeit a stable one which is ensured over a
longer period the latter fact being a stabilising element. Anyhow, bringing in

more money would be a problem, according to Hannes Rossbacher. The CP ca
hardly be administrated in the current size. This issue is further examined in the
chapter about the place of CP in the systé EU policies (chapter 3.1).

Single Market and Cohesion

The Single Market is the key integration step whichn the view of the
Cohesion objective in the Treaty requires flanking measures:

CP has a crucial role in ensuring that the level playfirgdd of common
regulation is matched by a levellingy of the capacity of regions and localities
that start from a competitivdisadvantage. In this way, CP seeks to prevent a
spatial imbalance in economic development that would diminish the benefits of
the single market

The uneven spatial distribution of gains from integration may firstly have
adverse londerm impacts on wedfre (which is a significant factor given the
European tradition of welfare states), and secondly may implytadgunt costs

in the shorterm.

A third aspect is the induced industrial transformation: while industry still is
considered as a major potentidactor of regional growth, it might
simultaneously impose a massive threat to regional economies. More recent
models of economic geography interpret integration mainly as reallocation of
resources across sectors and space and expect integration tinresiustrial

12.Cf. TFEU Article 14-149.
13 Cf. TFEU Articles 151162
14 Cf. TFEU, Article 191
15SE, 2011, pp.-B.
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specialisatiort® New theories refer to the emergence of a-geéphery pattern

with widening regional disparities. Thus regional industrial structures are quite
likely to be subject to transformation: regional specialisation (enhanceceby th
Asmart specialisation str atof gegional may
asymmetric shocks.

These specialisation processes should be based on a fupttentirepreneurial
discovery process in the region to combine specialisation with the intrinsic
growth potential at regional level as it is foreseen in the concept of smart
specialisation. Anyhow there remains an ongoing challenge to arrive at the right
smart choices at regional level.

EMU and Cohesion

The monetary union represents a second major integrstep. In the discussion

of the European Monetary Union (EMU) the differences between counties
particular in terms of business sector, level of technological development, wage
bargaining systems and competitive pressurand the increasing rislof
asymmetric shocks has played a considerable *foléey adjustment
mechanisms which might have been applied previously (such as adjusted
exchange rate policy or national interest rate policy) cannot be used when being
part of the EMU. Thus wages and m@schave to be flexible to react to eventual
adverse impact. It is evident that the process started with the EMU will have
longerterm consequences on the alignment of economic and fiscal policies
since misjudgements in national economic governance miglainger the EMU
(which is implicitly based on economic convergence). It is evident that the main
argument of CP as policy to further restructuring and economic development is
even more important in an EMU since it is intended to invest in thetlgrow
potental at regional level.

Enlargement and cohesion

Already 2003 Michael Barnier, at that time member of the European
Commission and responsible for regional policy and institutional reform, stated
I n t h eThepFatpreeaf Eufopean RegionallPb ¢ y 0 :

CP will need to be renewed and reformed if it is to respond to the widening gaps
that will follow the next enlargement of the Union in 2004 and to the ongoing
challenges to all of Europ®é6s regions

1% KriegerBoden, C. 2008, pp-3.
" Heikensten L., 2000, p.
18 European Cohesion Policy. Challenges and Responses. Barnier, 2003, The future of Regional Policy
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The secondprogress report on egomic and social cohesibhin which the
Commission analysed the current situation in the EU and the main challenges
posed to EU CP by enlargement was also presented in 2003. This document was
followed by a series of initial positions from MS, the EuropBaniament, the
Economic and Social Committee as well as the Committee of the Regions. In
July 2003 the Commission presented a report elaborated by an expert group led
by the Belgian economist André Sapir (Sapir Report).

This report not only concerned CP, as its aim was to offer a wider proposal to
stimulate the growth of the European Union, dealing with issues such as the
completion of the Internal Market and the Growth and Stability Pact.
Nevertheless, the report, whiatefended a whole redistribution of the EU
budget, also contained some conclusions on EU CRyauk some proposals

for reform.

The CoR, as the EU institution representing the regional and local authorities,
was very concerned by the outcome of this deblteseveral opinions and
studies, it has shown a picture of cohesion in the EU, and following a long
debate the Committee was the first EU institution to present an overall position
on the future of EU CP and to discuss it with representatives from seglbn
over Europe. In May 2003, it organised a conference in Leipzig on the future of
CP. Six hundred participants from EU regional and local authorities attended the
conference, which issued a Declaration on the future of EU CP.

The challenges related tile EU enlargement stated at that time were:
A the economic disparities within the EU will grow significantly
A there will be a geographical shift in the pattern of disparities

A the employment situation will significantly worsen

A theenlargement will underline the problems regarding the capacity of the
administrations to manage the Funds

However, these arguments were weighed against the expected economic benefits
that the enlargement process would bring. In this regard, there Wwasad
consensus in considering that enlargement will increase the economic growth of
the EU, especially in the new M.

¥ European Commission: Second progress report on economic and social cohesion, COM (2003) 34 final,
Brussels, 30 January 2003

%0 European Cohesion Policy. Challenges and Responses. Stahl and Lluna, 2003, A Cohesion Policy for the
future
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Nevertheless, the last enlargement is most often described with the disparity
between the massive increases in population (28%gharp contrast to the
increase of GDP (7%). In November 2015 Peter Berkowitz from DG Regio
statedlat the Committee of the Regions #L
disparities have increased. There have been significant changes in different
groups ofregions: there are 36 EU regions less within the group of more
developed regions, while there are 27 more transition regions and 135 instead of
126 less developed regionsl faeasured by GDP per capifd).

Evidence suggests that the enlargement has igadicant economic growth
impact on the EtL2 but as Willem Molle from the University of Rotterdam
points out at Thédhancesforesucaess ara Bighesinfor thdse
who least need EU support, while those who most need EU support cannot
realise succes&> A further challenge to be mentioned is that the need for the
right policy mix is even greater in the large countries of EAJsuch as RO or

PL with enormous gradients between the wealthiedt the least prosperous
regions.

The strategicr ol e of | eading regions, partic
States is vital to boost competitiveness and take on both the challenges and
benefits derived from the single market. A careful balance will need to be struck

in the policy mix chosen by the reg between addressing single market
challenges and territorial or inclusive objectiv&s.

Mol |l e concludes in the CoR fALunchti me
cohesion and growth policy between 2020 and 2030 are largely similar to the
present ones. Wd he suggests introducing a conditionality check on the quality

of governance, coupled with an increased effort of the ESI Funds to improve the
quality of governments in convergence countries (see also chaptér tBeb

column governance quality requireat LRA level)

Beyond the economic effect: policy rationales of CP

Next to these considerations on the economic role of CP a number of-policy
oriented argumentations should be considered. The following bullet points
especially try to tackle the questio
economi ¢ ¢ o0hes thefoods oa sconangd, $ociaband territorial

1 The two chosen scenarios under chapter 3.3, an efficiency one (instability but resources abundance) and an
equality one (instability and resourceacity) correlate with these statements.

22 Berkowitz, 2015, Lunchtime briefing: Cohesion and growth: challenges and prospects for Ethpaking,
Committee of the Regions.

23 Molle, 2015, Lunchtime briefing: Cohesion and growth: challenges and pro$pedf) policy-making,
Committee of the Regions.

4 SE, 2011, p. 15.
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cohesion hinders the best possible, global economic (and employment)
development performance:

A

>

>

>

>

CP has been a main catalyst for integration and evolution in the process of
enlargement CP has acted as major imtiee but also as significant
instrument to ensure compliance with EU legislation; the enlargement
processes have shown that the transposition of EU legislation is a-longer
term process which requires significant capacity and a structured approach
i CP hasacted as major incentive for the Accession Countries; stable and
well-functioning governance systems are an important element of the
competitiveness of countries

CP as stabilising elemerit is an instrument supporting public investment
policy T in a period where public expenditure for investment is challenged
by rising needs due to the economic crisisa longefterm budget
committed to specific investment purposes has an important stabilising
effect

Flexibility to combine instruments such as the ceobination of
infrastructure with immediate effects inducing demand paired with softer
elements (RDTI, SMElevelopment) which tends to support growth in the
longer run

Significant areas with the risk of market failumithin CP two examples

of marketfailure have been frequently mentioniedhe broadband access

in less developed rural areas (taking note of the fact that such access is
becoming an increasingly important element to partake in interaetion
such as @overnment) and societal developme(dscial media) or the
option to introduce financing instruments for the enterprise sector

Sustainable growthin order to safeguard the social and environmental
sustainability of growth flanking measures are needed: a growth policy
creating increasing aome disparities will not be sustainable; growth in
regions with norexisting or outdated endowments in environmental
infrastructure will produce growth with significant adverse externalities.

As explained above, the CP can be justified because of ttaatages in terms

of being a main catalyst in the EU enlargement process, being a stabilising
element regarding a longerm budget committed to specific investment
purposes and because of its flexibility to combine instruments. On the other
hand flankingmeasures are needed to avoid the risk of market failutetan
ensure sustainable growth.
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Table 1. Overview on the three aspects of Cohesion in CP

Aspect

Definition

Underlying models & policy rationales

Challenges related to the concept

Economic

Economic cohesion has be
playing a central role througho
the history of the EU, acting &
one of the main catalysts f
integration and evolution in th
process of enlargement.

In the b@inning, economig
cohesion had been effectuat
primarily by means of GDF
convergence (cf. incomé
productivity, employment); in th
process, it has been supplemen
with additional indicators as lai
down in the EU Treaty.

In the 20142020 round of CP
economic cohesion is measured
conjunction with social an
territory cohesion (at subational
level) by means of a portfolio ¢
indicators, grouped according
the objectives of the Europe 20
strategy”>

Directly relevant:

The EU's 5 structural anshvestment funds
(ESIF): ERDF, ESF, CF, EAFRD, EMFF.

The rules covering all 5 EU structural a
investment funds are set out in the Comn
Provisions Regulation. Further regulations
out specific rules for each fuil.

Partnership agreements betweesn Buropear,
Commission and individual EU countries ¢
out the national authorities' plans on how,
use funding from the European Structural :
Investment Funds between 2014 and 2(
National programmes.

Once the partnership agreements are adoj
the Commission and the national authorit|
agree on programmes setting out the priori
for each country, region or policy ars
concerned.

The European Code of Conduct
Partnership ensures that national, regional
local authorities in EU countries work

partnership with civil society so that the fun

Considering the question about how my
cohesion is possibland needed in the EU,
can be stated that within a neoclassical gro
framework, certain literature finds the (
unnecessary, or worse distortive, as regig
aid is though as a reasdor misallocation of
factors.

New economic geography considers ©Fbe
inefficient and ineffective inasmuch

economic integration sends productive fact
towards the advanced regions where retl
are higher, atite expense of peripheral areas

Keynesian economics are generally in fav
of funds dedicated to CP, ash e A mt
principleod is thoug
circle of investment, production and income

The O6-emaonomic condi t
a highly controversial measure in the cont
of EU's CP.

Understanding what triggers economic grov
at the regional level is particularly challengi
due to the lack of reliable data and {

25 http://ec.europa.eu/eurostat/web/cohesioticy-indicators/cohesioindicators

%6 Regulations (EU) from N1300/2013 to Ri1305/2013)
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Aspect Definition Underlying models & policy rationales Challenges related to the concept
have maximum impact. complex interaction between the evolution
statistical indicators and observed trends

Indirectly relevant: economic growth.
Stability and Growth Pact for the <
ordination of national fiscal policies in th
European Union.

Social Social cohesion can be defined| One of the EU CP 11 thematic objectives| Placing too much emphasis on compensa

A s o c i abitityy f ssecure thg¢
long term welbeing of all its
members, including equitab
access to available resourc
respect for human dignity wit
due regard for diversity an
personal and collectiv]
auton®dmy. o

In accordance with Article

TFEU, the ESF ghuld take into
account requirements linked to t
promotion of a high level o
employment, the guarantee

adequate social protection, t
fight against social exclusion, ar
a high level of education, trainin
and protection of human heatfth.

supporting growth for the period 202020 is
"promotion of social inclusion, combat |
poverty and any discrimation"”.

Another proposed rationale for soc
cohesion is the sustainability of subject
well-being over time. Under this premise, it
important to measure and determine w
individuals value and have reason to vaflie.

Social cohesion indicator tse have beel
developed by the Council of Europe (200
the OECD (1999/2006), as well as the |
(ALaeken indicators

social policy and on income equalising m
turn out to be acting against effectiveaeand
against motivation.

Barca report (2009)

political and policy debate on results in ter
of the wellbeing of people, at both local ai
EU level, most of the attention being focus
on financial absorpt

Issues of the measurement of cohesivel
differ in small and in large groups. Becauseg
the complexities of assessing cohesiver
most attention has been given to small gr
cohesiort’

%" A new strategy for Social Cohesion, Council of Europe, 2004
8 Art. 2 of Regulation (EU) No 1304/2013 of the European Parliament and of the Council of 17 December 2013



Aspect

Definition

Underlying models & policy rationales

Challenges related to the concept

In this sese, social cohesion
striving to eliminate barriers i
horizontal and vertical mobility
in order to improve educatio
career and status advanceme
and unrestricted movement with
and between the EU MS. Tk
underlying assumption and polig
objective of social cohesion is
social commitment to redud
disparities to a minimum an
avoid polarisatior?

Territorial

Territorial cohesion refers to th
process of ensuring overs
harmonious development betwe
and within all regions of th
European Union and enablir
their inhabitants to take fu
advantage of their specif
characteristics. Althoug
territorial  cohesia  formally
became a shared competence ¢
with the ratification of the Lisbol

Territorial cohesion has enriched the ration
underlying the cohesion policies and strate
European spatial development policies
emphasising the potenitiaf territorial capital
for innovation and employment.

Policy efforts are meant to contribute in t
reduction of territorial polarization ¢
economic performance, thus avoiding lal
regional disparities in Europe by address
bottlenecks to growth ifine with Europe

Whilst much of CP will remain concerne
with strengthening the econom
fundamentals, consideration could also
given to the role that territorial cohesion mig
play as a mechanism for risk sharing, not |
redistribution  of funds (resilience throug
promotion of adaptive capacity).

It is questionable if the articulation of tk
territorial cohesion objectives of the Eurg
2020 strategys adequate enough in the lig

Treaty, academic and poliq 2020 Strategy. of its overall scope.
discourse has long  beg¢
% OECDi Measuringwelb ei ng and societal progress.(E Giovannini, J Hall, M Mira doErcole

'Chapter 2, fiThe Concept of SociQdh eCsoihcens i aomd ,He anl tAKT hGu tGer conueps OF, f f Jeocht n:
29 Economic & Social Cohesion the Economic Policies of Member States: Final Report, EPRC and Euroreg, November 2010
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Aspect

Definition

Underlying models & policy rationales

Challenges related to the concept

preoccupied with the concey
One can distinguish between ty
debates around territorial cohesi
that took place in the lat#990s
and the 2000s and that feed ir
each other: the spatial planni
debate and CP debate.

32 Economic & Social Cohesion in the Economic Policies of Member States: Final Report, EPRC and Euroreg, November 2010




2.2 The policy system

CP is a system of shared management of EU funds to promote a harmonious
development of the EU as a whole. It is a system whedestebutional effects

are clearly combined with thematic objectives. In this section the main elements
of the systenof CP are presented, which form the basis for decisive choices on
future elements of CP. The columns about the role of the MS and the role of the
LRA assuming that successful CP needs good local and regional governance
capacity also consider thissue (ge also chapter 3.6).

The following table presents the major system elements and some considerations
on the nature of these elements.

Table2. Considerations on major system elements in CP

Major system

Considerations onthe nature of the elements
elements

Objectives The objective of economic, social and territorial cohesion is based on {
Articles 174 to 178 of the TFEU and are further specified in the
Regulations. Two points

A CP is based on a rather broad consensus on the foedtinking
measures to the deepening process of economic integration wh
paired with increasing regional disparities

>

an underlying challenge for the concept of CP is the question
where investments have to be directed in order to be mestie# and
efficient in terms of growth and in order to prevent a widening
regional disparities which could lead to the disaccumulatior|
economic, social and territorial capital

It is evident that due to one of its specificitiethe integration ofectoral
policies and their in part conflicting objectivied is boundto be a policy
of compromises.

Distribution The first obvious point concerns thecisive criteria for distributign.e.
mechanisms the indicators which guide the distributionfohds between the policy
actors, i.e. the MS and the eligibility of regions within the MS.

The second major underlying point is tpgestion of concentraticat all
levels:

A geographical: MS, regions

A contents: focus on certain investment priorities,itkoh number of
priorities in programmes etc.

Delivery mechanisms | The delivery mechanisms should support the specificities of CP, i.e. n
the integration of sectoral approaches, the prografvesed approach ar
shared management and the territorial efision. An adequate role
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Major system
elements

Considerations onthe nature of the elements

LRAs has to be considered as implicit objective in order to strengtheg
territorial dimension.

The key point is the programnlmsed approach which should ens
commiment and transparency.

An obvious point is theransparency and legitimation of policies wher
comes to the selection of operations. Only an effective and efficient s
of checks and balances will ensure the effective and efficient us
funding.

In accordance with the principle of subsidiar®y delivery is mostly ir
hands of the MS thus the actual effectiveness and efficiency of
delivery is determined to a large extent by the efficiency and effective
of national politicaladministrative systems.

CP funding sources an
their prerequrements

CP is mainly based on ERDF, ESF and CF; EAFRD has come und
same roof but truly integrated rural development remains a challeng
structure of funds and the differences in implementing provisions te
preserve a sectoral perspective ethineets an established structure of
ministries at the level of MS

Mechanisms ensuring
efficiency and

effectiveness in delivery
at the planning stage

Efficiency and effectiveness of the interventions should be ensure
mechanisms such as:

Overarding strategy (PA) and programsbased approach

A
A Ex-ante conditionalities

A Specific conditions for major projects
An obvious aspect in the debate is the proportionality of such mecha
1 if the total financial envelope for the MS is quite small, thleerent
burden leads to criticism (and the argument that the focus on coping

the administrative workload is to the detriment of the contenty
operations).

Monitoring, policy
reporting, evaluation
and control; knowledge
management and
learning sygems

Policy Reporting

Uniform measures of success have to be found in order to alloy
effective comparison from country to country; however, such measure
tends to narrow the view on territorial or thematieaficities.

Learning systems

The effect of monitoring, reporting and evaluation depends on a numl
factorsi just to name a few: the correct assumptions related to causa
the timeliness in the availability of data, and results (of evaluation) an
willingness to share leaing processes; from the perspective of a plg
based approach to CP the inclusion of LRAs in learning systems wol
essential; however in many MS these functions in CP are centralise
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Major system

Considerations onthe nature of the elements
elements

attention is rather directed towards fulfilment of EC requirgis¢han to
actual contributions ttearning and capacity building.

Control and audit

Independent control and audit of expenditures is an indispensable el
for a public policy of this scope and magnitude. The major point
improve knowledgenanagement and mutual learning cycles and to go
pragmatic approach towards risk management and more targeted
strategies in short to strengthen the proportionality of the actions taker

Sanctions

Consequences and sanction mechanisms fonuSnancial aspects: wit
obvious repercussions since thus the financial aspects of implemer
rule in the end the discussions and decisions taken (with consequen
the thematic choice and the contents of operations).

Implementation and The rather abstract view on the system must not distract the attentior
governage the key element of any oy deliveryi the human factor.

It is persons debating CP at all levels, selection committees cons
persons representing institutions, it is pasdeveloping and implementir
projects and finally programme management rests on human capaci
significant number of administrative staff is working in the manageme
CP* which is as any administrative system marked by human interg
and therequirenents for standardised routines.

Looking at the governance, MLG particularly relies on the implementg
of the partnership principle which became a regulatory requirement

the 1988 reform. The regulations have gradually extended the sttpe
partnership principle to the extent that Muével Government evolve
into Multi-level Governance. In early studies sudtional influence wa
shown to be the greatest during programme implementation/monit
followed by the design of plans/m@mmes, and least influential

negotiations with the Commission.

The key challenges in the implementation of MLG identified w
experience (lack of tradition of decentralization, limited capacity of
national actors), lack of resources (combinedhwihe complexity of
Cohesion Policy rules), managerial conflicts (growing resentment o
increased role of the Commission), rising complexity of bureaucracy
higher the number of actors involved, the higher the administrative c
democratic defit (topi down model marginalises the role of demaocr:
institutions).

Source: own consideratiorsf the Author Metis GmbH study for the European Parliament:
An Assessment of MLG in CP 268013, Volume.l

3 One has to consider that CP constitutes the dominant share in many sectoral ipoitiek? i thus large
administrative units (in EX12 mostly at central level) deal predominantly with ESIF
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The following sections will concentrate on those issues, which are considered as
key for any debate of future CP, especially looking at the question on how much
cohesion is possible:

A The policy objectives
The distribution mechanisms

A
A Multi-level Governaoe

2.3 Policy objectives
2.3.1 Mainstream Cohesion policy

The review of the policy model for CP has to start with its underlying objective.
CP is marked by several layers of principles and objectives. This is probably a
characteristic of all mature policfrelds: the process of policy evolution is
marked by the stepwise amendments to as well as the addition of objectives. In
comparison to national policy systems, one has to see that in case of CP the
numbers of actors (i.e. the MS) has been increasingee thajor wavedte last

one about a decade ago.

The following table reflects the objectives as laid down in the legal frameworks
governing CP.

Table 3. Reflections on guiding principles and objectives of CP

Layer Assessment considerations

Overarching The overarching objective as well as the major instruments of CH
objective anchored enshrined in the TFEU. The Common Provisions Regulation (CPR) std
in TFEU and the | Article 4:
CPR
The ESI Funds shall provide supporthrough multiannual
programmes, which complements national, regional and |
intervention, to deliver the Union strategy for smart, sustainable
inclusive growth, as well as the Fuggecific missions pursuant
their Treatybased objectives, indling economic, social an
territorial cohesion taking account of the relevant Europe 2
Integrated Guidelines and the relevant countryspecific
recommendation¥.

Europe 2020 as th{ Europe 2020s put in the centre of CP. From the perspective of the Territ
Union Strategy for | Agenda the effectiveness of Europe 2020 could be significantly raised
smart, sustainable| taking the territorial dimension more strongly into accdtifihis is important
and inclusive since the Territorial Agenda isne of the keys to give the plabased

34CPR, Article 4
35 Cf. Bohme, K., 2011
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Layer

Assessment tonsiderations

growth

approach an increasing weight in CP.

However this means also that the concept of the territorial agenda m
made more usdriendly, i.e. mostly to work on a more concise approac
the valueadded of territoria policies. One of the attempts has been
definition of territorial keys which should provide more evident links betw
Europe 2020 and the Territorial Agentia.

Principles
(anchored in CPR)

The principles can be understomstly as guidance for goveance.

It is evident that the principles are crucial in terms of policy legitimation
practice reveals that it is a serious challenge to make the principles a d
factor in delivery and implementation.

A Partnership and MuHievel Governance (MLG)which is essentid
from the perspective.of LRAOGS

A Promotion of equalityof men and women andon-discrimination
goes without discussion as essential element in advg

democracies

>

Sustainable developmenkey element with a viewto resource
efficiency as overarching challenge for Europe

Thematic concentrationtaking into account territorial challengess firstly
anchored as overarching objective similar to the principles.

The objectives
linked with
eligibility of
regions
(anchored in CPR
Art. 91 and funds
specific regulationg
and ETG
regulation)

The number of objectives has been reduiceaaso the numbers of guidin
indicatorsi now the key indicator is GDP (respectively GNI for the CF)
the period 2002006 additional idicators such as unemployment rate

industrial employment and its longerm development or population dens
for declining rural areas).

The objectivelnvestment for Growth and Jolgsiding resources from ES
and ERDF is based on three categoriesegfons thereof two being groupg
according to GDP per capita (GDPpc) levEIs.

The decisive indicator for thallocations from the CHs Gross Nationa
Income (GNI) per capita (GNIpc).

The mechanisms
for the resource
allocation to MS

The mechanism faresource allocation is known as the Berlin formula an
represents the result of political negotiations and compromises based or
sophisicated calculation mechanisms.

These mechanisnase presented in section 2.4°1.

Earmarking of
fundsi themaic
concentration

The principle can be seen as additional or complemetuate eligibility of
regions.

% cf. Bshme, K., 2011, p. 6: the territorial keys identified are accessibility, SGEI, territorial endsassets,
city networking, functional regions.
3" The third one is strictly speaking defined by being not included in the two other categories.
% European Council 2013, pp.-13.
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Layer Assessment considerations

20072013: 30% for environmental infrastructure and measures to cd
climate change; 25% for RDTI

20142020: 20% for climate change, 5% for sus#le urban growth g
national level (PA)

Factual rules on thematic concentration have been introduced via the- B
Regulation with the introduction of minimum allocations to the IPs 1, 2, 3
4 the thresholds varying along the three categories anegi

Thematic The 11 Investment Priorities (IP) are decisive: the IPs open respectively
objectives the room for manoeuvre in policy choiées

Implementation The main instruments of implementation are the Partnership Agreemen
Instruments the Operational Programmes. New instruments which have been devg
under funds (such as the Joint Action Plan (JAP) under ESF), in Comn
Initiatives (such as CLLD under LEADER) or as element of cfosds
approaches for deprived urban areas (ITI)

Source: own considerationsf theauthor.

Firsttentative conclusionare:

A The layers of principles and objectives and distribution mechanisms are
quite sophisticated; putting Europe 2020 in the centre of CP is an inherent
challenge since thenterconnections between these policies are not
obvious from tle territorial perspective in CP.

>

The anchoring of the territorial element in the legal framework is
comparatively weak and inconsistent; the concrete translation of territorial
challenges intgpolicy action is entirely in the hands of MS; in sharp
contrast to the strong guiding role of the Regulation in the allocation of
ERDF to thematic objectives; however there are important signals that
there is a growing awareness of the need to considerigsofrom a
territorial dimensiof?.

A The actual weight and influence of each of the presented objective layers
differs to a significant extent this ranges from comparatively weak
guidance to the key issues for policy debate, i.e. those objectives which
define the rationale for the distribution of funds

%9 The most visible change is the marked emphasis on the topics of R02@end the minimised role of basic
infrastructure. The prime example are secondary and tertiary fomdprinciple the IPs do not foresee such
measure$ however this is a need and is now being introduced in various forms in the Programmes (IP 6, IP 8,
IP 7B) 1 such policy incidences starting rather on top of the policy system do not strengthen the policy rationale
and credibility.

0 A concrete reference is thizirective 2014/89/EU of the European Parliament and of the Council of 23 July
2014 establishing framework for maritime spatial planning.
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Recommendations related to the system of policy objectives

In order to regain a clear narrative of CP the relations between the guiding
strategies, the policy objectives and their relation to the sgiées of territories

must be placed in the centre of the debate. In a second step the delivery
mechanisms should be adjusted in order to ensure the efficient and effective
policy delivery (see chapter 3.6. 1).

The definition of thematic objectivaéswhich to a significant extent define the
actual output$ should reconsider a shift to the initial objectives of CP, i.e. the
harmonious development of the EU and narrowing regional disparities. In our
view this would mean e.g. a stronger emphasis on thefoe@ahctioning basic
infrastructure as preondition to growthi in particular in the carext of a place
based strategy.

Building links between CP and Europe 2020

Europe 2020 is the overarching strategy for the EU and CP represents the most
significantpart of the EUGSs budget. Thus i n
stronger links between the overarching economic strategy and the most
significant EU policy. A major help could be a set of target indicators at regional
level which would build a bridgbetween these two major policy areas.

The current situation is such that regionally and territorially differentiated
targets of the Europe 2020 Strategy do not exist. This might also be a
consequence of the fact that there is a lack of regional statthUTS2 and
NUTS-3 level relevant for the Europe 2020 strategy. A territorial diversified
monitoring of the impact and delivery of the Europe 2020 Strategy is thus
difficult and monitoring largely remas at the national or EU level.

The European Coupof Auditors (ECA) mentions in its 2014 annual report that

the objective for the EGishoul d be to achieve subs
regularity and on performance by the end of the current period. The upcoming
mid-term review of the 2012020 multtannual financial framework is a
landmark in the management of EU spending.| t woul d be i mpo
Commission analyses the areas of persistently high levels of error as soon as
possible and intensifies efforts to reduce errors while strengthening tieedoc
performance in spending.

Nevertheless, the ECA highlights in its report that the Commission this time has
a good opportunity to align its strategic planning with its financial planning.
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ARnSo far the ten year per i opreviouslythet he
Li sbon strategy, and the EUG2013amlven
20142020) are not aligned. MS give inadequate attention to the Europe 2020
strategic goals in partnership agreements and programmes. This limits the
Commi s si t¢yntd snoni@mrband report on performance and on the
contribution of the EU"budget to strat

The framework of requlations

There are very diverging opinions about the efficiency of having one regulation

per fund. Some respondents argue swhe of the indicators should be fund

specific in order to be able to monitor and evaluate the-fpedific issues. In

addition, the attempt to simplify a muftind approach for the EU funds through

a common regulation for ERPFai €E&Wor tEH
according to one respondent, but fAal as
currently rather adding to complexity.:
the expense and effort involved in programming, administration and control
must be geared to the size of the programmes and projects. In the future the
implementation of smaller projects should involve appreciably less
administrative burdéfl

Others on the other hand argue that a single regulation for all structural funds is
needd, because the integration of Structural Funds is failing due to conflicting
and contradictory regulations from different DGs (and in turn different MS
demrtments).

2.3.2 The role of ETC

ETC accounting for about 2.5% of the ERDF resources for CR@&ne asll
strands of CR subject of quite digrgent positions in discussion:

A by enthusiasts it is often labelled as the most valuable European objective
in CP,

A critics point at the failure to deliver concrete results (in contrast to
infrastructureoriented inestment policy)

ETC is a transversal lever to cooperation for contiguous troster areas, for
the cooperation between Member States across megians and territories and
it offers also frameworks for the sharing knowledge and expertise across all
topics relevant for CP. The range of projects within the programmes is broad:
crossborder infrastructure, transnational strategies on major issues such as

“1 European Court of Auditors, 2014 Annual Report
“2 Michael Heinke, State Chancellery of Saxghyhalt, Germany
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TEN-T, flood and disaster prevention or demographic change, education and
training, peopleto-peopleactions etc.

Maybe the most convincing picture of the role of ETC is to view the border
regions as the junctions of Europe. It illustrates the fact that in particular public
bodies involved in vital areas of governance do need an incentive to start
cooperating across national borders. Dedicate action is required in order to seam
Europe together beyond a rapid process of economic integration: economic
integration happens at a pace tremendously faster than the cooperation
mechanisms between the cormsging administrative and governance
structures.

A special area of concern is conurbations which grow together across national
borders and thus form crebsrder functional areas: the forwabking
management of such creBerder growth areas should éoip options to
develop shared visions and strategies for spatial development. The management
should work on models to provide public services more efficiently through
cooperation and finally it should strengthen the ties between the citizens. Models
for the governance can be found across Euiiopeich as the EGTCs which
support the crosborder governance of the Eurométropole LEHlertrijk-
Tournai, the Eurodistrict Saar Moselle or Strasbdu@ytenau or CBC projects
such as between Bratislava and theae€nt municipalities on Austrian side
which just started shared stratemyilding*

When considering ETC and its essential role for shared policy development
across all sectoyghe following points seem essential when considering the
future developmentfdhe Objective:

A Partnership as the essential featthe actual delivery of ETC is shaped
by the partnerships sap to implement the projectsETC per se gives an
unlimited room for new and unprecedented approaches towards
integration of sectors amublicies tailored to the needs of territoriebut
in order to use these opportunities effectively a strong underlying
cooperation framewofkwhich includes the LRAs is essential

>

Territorial keys the overarching guidance to anchor the Territorial
Agendh in CP provides important leads for ET®ne of the most useful
examples are the territorial kéys comprising accessibility, SGEI,

43 Cf. project BAUMi www.sk-at.eu

* This refers to the cooperation ben the main programme actors (MA/JS) and the programme addressees,
i.e. the regions; there is an obvious risk for conflicts of interest when regions have a strong say in the programme
(e.g. being part of the MC) and developing and implementing projett8jeoother hand projects of strategic
significance will not materialise without a guiding role of the regions.

5 Cf. Bshme K, et. Al, 2011, p. 6.
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territorial endowments, city networks and functional regiolS C could
strongly support the awareness for such keys Hral subsequent
formulation of projects

A Strategic projectsthe state of cooperation in policy areas linked to
territorial keys varies enormously among the regions and MS covered by
ETC; projects touching sensitive policy areas such as -barser
acceswility or shared strategies towards lanse planning are often
marked by longead in times required to sep the partnership and to
define the project; such projects have to be regarded as strategic but might
be perceived as risk from the perspectif¥@romgramme management due
to their rather experimental nature and the inherent risk for the timely
absorption of funds the longefterm programmioased approach is
particularly valuable in case of ETC

>

Visible elementsETC has also the implicit aim taring Europe closer to
citizens i programme management will have to look for a balance
between strategic projects (working on shared policy development in
sensitive areas which will reap benefits only in the longa) and more
visible and actiororientedprojectsi to find the right mix call again for a
strong underlying cooperation framework of the programme actors

The following table outlines key aspects for future develept across the
strands of ETC.

Table4. The main strands of European TerritorigCooperation

Strand Key aspects

Cross Border | The biggest strand of ETC is to some extent challenged by the fact to si
Cooperation balance between being an open thematic facility piajects at the same tim
(CBO)T having an overarching function as strategic instrument.

INTERREG A
Given the differences in the levels of economic development and integratig
key point is that ETC CBC remains a progrardoased framework with a hig
degree of thematidlexibility i some CBC regions have reached the statu
govern and steer developments whereas in other regions support of CB loca
essential and is mostly based on botigprapproaches.

ETC CBC as instrument for territorial cohesion (and its visible contribution t
Territorial Agenda) depends on the commitment of the programme actq
partnership throughout all levels of the policy cydfeom programming tg
projects).

A Develop thestrategic programme profildhe programmes are meant to
tailored to the specific situation in the border regiénshus the role ol
regional strategy inputs and the integrated territorial approach shou
strengthened in the programming and impleragon phase; the futur
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Strand

Key aspects

framework for CP should emphasise these aspects more strongly

Transnational
INTERREG B

Two points should mark the role of transnational programmes:

A The role asnstrument to address trangtional and transeuropean challen
in terms of strengthening the capacities and developing tools

>

The role as incentive arfthancing instrument for macreconomic strategie
(these are longerm processes requiring loerm support).

The example of the Strategy for the BSR shows tiexetis an effect of continuol
efforts towards integration. However, one has to see that the area is rather sn
the initial key agenda has been rather etedr(preserving and mitigating the stat
of the Baltic Sea) and that ancillary policy stures exist. Compared to BSR t
EUSDR is in its inception phase. As the case of EUSDR shows the commun
of such Strategies remains a challeihdeom the perspective of CBC programm
in the DRthe strategy is hardly visible.

Macroregional strateigs might become a supportive lever for the territorial ag¢
since these strategies should implicitly and explicitly foster the awareness of
European geography and a new perspective on European territories.

INTERREG
Europe

Interreg Europe encourag the thematic cooperation across Europe and i
important complement to the other strands.

Its strategic role and profile benefits from a close interaction with INTERACT|
essential point for INTERREG Europe is to capitalise results achieved in
strands of ETC, and to generate and share knowledge on-pwdiayng.

INTERACT

The major rée of the network of points is as technical service unit for
programme managements the performance of the programme has impro
significantly in terms of coming closer to the actual needs of the progra
managements.

The addedralue of INTERACT asa versatile technical support facility for tl
INTERREG Community is acknowledged in large parts of the INTERF
Community. It acts as interlocutor with DG Regio (which has been essential
inception phase of the period 202820), it seeks to bringnacreeconomic
strategies closer to programmes, and it provides technical support (e.g.
monitoring system which actually saves many programmaelot of time ang
resources).

This role as a versatile technical support which reacts on needs of praggand
supports the exchange of kndww between programmes should be contin
given the fact that managing ETC programmes is comparatively challenging.

URBACT?*

URBACT T as an instrument for sharing knowledge across urban regions in tl
- is based orhree types of interventions:

A transnational exchange,

4% hitps://ec.europa.eu/commission/2e201.9/cretu/blog/citiesre key-future-europe_en
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Strand Key aspects

A capacitybuilding,
A capitalisation and dissemination.

The current urbanisation trend is one of the most significant territorial trends
enormous quantitative implications: three out of f&wropeans live in cities an
economic growth in the EU will come primarily from its towns and cities.
more than half of ERDF money invested in urban areas and about 15 billion
directly allocated to integrated strategies for sustainable urbatogpevent EU CH
is already putting the urban diméms at the heart of its policy.

URBACT provides a wealth of expertise collected in past projects and its r
shared thinkank for urban policies should be kept. It is one of the levers to fu
the Urban Agenda in the EU. Increasing cooperation between URBACT
ESPONI including also partners such as EUKN could lead to a strong base f
knowledge management and for the investigation on key issues for
development such as the urban dimensibglobal trends, governance concepts
the costefficient and effective provision of public services in an urban context.

ESPON The programme mission is to continue the consolidation of a European Ter
Observatory Network. The Network should yide panEuropean comparabls
systematic and reliable territorial evidence and promote and mainstream tbfe
these date in policy making.

Since the adoption of the current ESPON programme in February 2015
constituted as an EGTC. This showdse the administrative procedure for
ESPON project calls. The following changes compared t0-2003 are foresee
for the new programme period:

A Stronger orientation on awarengsssing and customaelated work more
outreach; more policy relevaanalysis upon demand from policy maker/
stakeholder and maciregions

>

Further strengthening of the scientific badeprovement of territoria
evidence, improved validation of scientific quality and data and enhaneq
house capacity related to scienknowledge transfer, communication

The presentation of the new programme in Berlin in November 2015 demonyg
the strive for closer interaction with poliegaking: it puts key issues liK
demographic change and the EU Urban Agenda in the centreeakd to prepar,
significant territorial input for future Cohesion Reports: an essential point in
to strengtlen territorial awareness in CP.

Thus ESPON might prepare the ground for new initiatives with a broader ou
such as a Territorial Visiofor Europe. Thig in turni could become a major lev¢
to integrate the territorial dimension more strongly in the future framework for

Source: Interview with B. Schausberger from the-AGK ETC programme, own
considerations, launch of the URBACTogramme, ESPON seminar by Bundesministerium
fur Verkehr und digitale Infrastruktur in Berlin 123 November 2015

4T EUKN i European Urban Knowledge Network; an EGTC dedicated to furthering the urban dimension in
research and cooperation
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2.4 The distribution mechanisms in CP

CP funding follows several distribution mechanssmhere eligibility of regions
and allocatons to type®f regions matter.

There are three main types of regiefigible*® for funding':

A less developed regions, where the GDP per capita is less than 75 % of the
EU-27 average,

A transition regions, where the GDP per capita is between 75 % and 90 % of
the EU27 average GDP;

A more developed regions, where the GDP per capitdbove 90 % of the
EU average.

The allocation of funding has followed a complex mechanism: For the
allocation to less developed regions thecsal | ed-FaBmul aa has
applied (see below). The underlying rationale is to concentrate resources to
reach the less developed European countrieseajidns in order to help them to
catch up and to reduce disparities. Different mechanpoply for the other

types of regions. In parallels several adjustments have been made (capping the
funds at a certain ceiling, etc) and finally provisions were ntadaddress
special situationS. Allocations for each Member State resulted on these three
steps. The mechanisms for the allocation of resources to MS constitute to some
extent a hidden element of CP representing the political compromise between
the MS. Thecriteria for the eligibility of the regions represent the part of
distribution mechanisms which is laid down in the Regulations and thus is a
visible policy mechanism.

The following section explains the mechanism for the allocation of resources
and posdile imdications on the distribution.

“8 Further eligibility criteria relate to Membé&tates eligible for the Cohesion Fund (90% of the EU average of
the GDP pc), for ETC regions for crelssrder and transnational programmes, which are based on location, not
GDP.

9 Common Provision Regulation 1303/2013.

* Bachtler, J., Wishlad€., (2013), A new dawn for Cohesion Policy? The emerging budgetary and policy
directions for 2014020. University of Strathclyde, Glasgow. European Policy Research Center. EORPA Paper
13/4
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2.4.1 Mechanism for the allocation of resource®

Di st r i but’acraps Medii5Statesiand types of regions in Europe is a
highly sensitive and politically contested issue. The mechanism folldwatiih

some modifiationsi on wellestablished concepts. The Berlin formula has been
developed during the negotiations of the Agenda 2000 in the year 1999 and used
for both of the period 2002006 and 2002013. Only marginal changes have
beenapplied for the current period

The bast principles are the following:

A Allocation of funds to less developed regions and to some extent to the
transition regions follows the AndBer
per capita (pc) in PPS, ¢ ompelne nnemmot. e
For each less developed region the gap between the EU average and the
regional GDP pc is measured, modified by the national prosperity level
and complemented by an extllocation for unemployment.

>

For more developed regions allocations sthftam a financial allocation
per capita, which is modified according to a number of differently
weighed indicators. These indicators mainlcue on social inclusion
Issues.

A For transition regions a mixture of both approaches is takenyding
upper ad lower ceilings.

A Cohesion fund allocations are based on national shares of population and
surfacearea, adjusted for prosperity.

>

ETC allocations follow a distribution key based on the share of border
regions in the Member S&aand its share in populafi.

Adjust ments have been made to consider
the allocations should not exceed a certain share of GDP (ceilings were set
between 3.3 and 3.8%). Ceilings should prevent large deviations from the
previous allocatiors. Special provisions are made for PEACE and the YEI.

In more details the allocation mechanism angla@xed in the following table.

*! These indicators are considered as given and endogenousaettagios highlighted in chapter 3

CPR 1303/2013, 2011 prices, including Ga3bn for the Y
*3 Funds are capped in order not to exceed a certain share of national GDP in the new Member States (e.g. 3.79%

in LV, 3.42 in CZ). Ceiligs were introduced to avoid that MS allocations would exceed the- 2B/

allocations by 10% or go below 55%. For former Convergence regions the2@RQ4llocation was not to go

below 55% of the previous allocations.
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Table5. The mechanisms for resource allocation to MS

Type of region
/ objective

Mechanism

Main parameters

Less developed
regions:

Based on the *th8er | in f
A Regional allocation is based on the (¢
between the regional and the EU average
the GDPpc in PPS-  multiplied with

population numbers.

>

The allocation is weighed by a natior
prosperity coefficient (so that regions
Member States with lower GDP levels rece
a higher per capita allocation, the modulat
has three steps)

>

A premium per unemployed persob based
on the difference to the average
unemployed for all less deleped regions (aj
absolute amount)

There is a capping mechanism limiting the up|
level.

Allocation depends on GD
pc in PPS, population tota

and the number 0
unemployed. Outcom
depends on regiong

disparities within a Membe
State and the GDP lelvef the
MS.

Transition
regions:

Per capita allocation has a minimum and
maximum allocation (per capita)

A Maximum is calculated like in Less develop
regions
A Minimum is calculated like in More

developed regions

Actual aid intensity is a lineanterpolations (i.e
the cl oser regionds G
the closer is the per capitallazration to the
minimum level.

There is a capping mechanism: defining

maximum level of support (based on t
assumption of a region with 75% of GDP
average): The aid intensity may not be higher t
in less developed regions. Furthermore there
premium per unemployed persbrsimilar to the

one in less developed regions

Allocation depends on GD
pc in PPS, population tota
and the number 0
unenployed. Outcome o
formula depends on disparitie
within a Member State and th
GDP level of the Membe
State, but the relation is le
direct

54 Council of the European Union, Mi#innual Financial Framework (2029€20)i Section of the Negotiating
Box related to Cohesion and CEF,
http://register.consilium.europa.eu/doc/srv?I=EN&T%207635%202012%20INIT

B0 1.
%0 1.

300
100

p. c.
p.cC.

49


http://register.consilium.europa.eu/doc/srv?l=EN&f=ST%207635%202012%20INIT

Type of region

S Mechanism Main parameters
/ objective
More developed The initial theoretical financial allocation p{ The composite indicatg
regions person i8' multiplied by population number t emphasises criteria  whig
arrive at the overall allocation. The distributi| reflect aspects of socig
between the Member States is based on a se cohesion

key indicators with different weights(population,
unemployed persons, employment, sch
attainment, early leavers, ampadpulation density)
Amounts are not subject to capping

Sparsely
populated and
Outermost
regions

The allocation to these regions is based on an ¢
per capita amourit

An approach counterbalancir
the dominance of populatio
totals

Cohesion Fund

There is an initial theoretical envelope based or
allocation per person. The criteria for distributi
are national shares of population, surface area
prosperity (onghird of the difference between GN
and the GNI average of all eligible MS). For EU
CF is to account for one third of ESI Fun(
Allocations are subject to capping

The criteria for distributiorn

take the nature of C
interventions into  accour
(transpot  surface areq
population);  environments
infrastructure (populatior
totals)

European
Territorial
Cooperation
(ETC)

As ETC is an objective within CP, ETC receiv
the allocation as percentage of the total envel
for CP, for the distribution within ETCthe CPR
includes percentages for the strands.

Population numbers in bordg
regions as leading indicator

The distribution of ETGunds (ERDF) among M
is based on the weighted sum of the populatiol
the border region at NUTFBI level and the shar
of the total MSO6s pop

Source: European Council 2013, pp-13, own considerationsf the Author

The outcome of the allocations is a very significant concentration of funding

I ntensity i n | ess devel opedsubstatigi ons
all ocations for Cohesion Funds and tr
| ower i ntensities for more developed

per persoff. In terms of distribution less developed regions receive about half of
the furds, Cohesion fund about one fifth, transition regions approximately 10%,
more developed regions 15% and EC 2.7% (the residual are specific provisions)

0 19.8 pc per inhabitant p.a.

%8 Total population (25%), number of unemployed persons in NUTS Il regions with unemployment rates above
the EU average (20%), employment needed to reach Europe 2§20(20%), number of persons aged 30 to 34

with tertiary education needed to reach Europe 2020 target of 40% (12,5%), Number of early school/training
leavers aged 18 to 24 subtracted to reach the Europe 2020 goal of 10%, Difference between obsereed GDP p
and the GDP pc of the most prosperous region (7,5%), population of NUTS Il regions with a density below 12,5
inhabitants (2,5%).

0 30 pc per inhabitant p. a.

% Bachtler, J., Wishlade F., (2013).

50



The method applied kahe following features:

A It is well known to the Member States as it has tegplied fo the third
programming period;

A It is stable over timé and provies also largely stable results;

~

A ltis transparent, as the results can be calculated (and checked)

~

A It takes account of regional disfiges at the level of NUTS Il;

A It is mairly grounded on the GDP pc indicator, where regional variations
are taken into accogymodified by national levels.

The distribution methods have a few characteristics, that impact owaphe
how funds are distributed:

The first element is the importamof the GDP indicators for eligibility as well
as for allocations. For less developed regions the GDP per capita at NUTS Il and
at national level is decisive for eligibilitynd for allocations.

The GDP indicator has been largely disputed and criticidesvever, before
discussing them, it needs to be highlighted that GDP was degegned to be
comprehensive measures of prosperity and-lbalg, but in practical terms it
has become the most widely recagu indicator for wealth, welbeing and
progres.There are significant advantagesialisadvantages when using GDP:

A The advantages are that the indicator is well known, largely
acknowledged, available in a timely way at national level and (with some
delay) at the NUTS Il level. There are time seriggilable and the
calculation is harmonised across Europe by EUROSTAT. With the ESA
2010"several improvements have been made, especially to the inclusion
of RDT expenditures davestment.

A The disadvantages have been widely discussed, and mainly refex to
use of GDP as comprehensive indicator for skelhg and progress.

o First, the relationship between economic growth as measured by
GDP and other dimensions of societal progress is not linear. Many

®1 The European System of National and Regional Acco8# (2010) is the newest internationally compatible

EU accounting framework for a systematic and detailed description of an economy. The ESA 2010 was
published in the Official Journal on 26 June 2013. It was implemented in September 2014; from that date
onwards the data transmission from Member States to Eurostat is following ESA 2010 rules
(http://ec.europa.eu/eurostat/web/@84.0).
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European (and global) challenges like climate chapgeerty and
exclusion, pressure on resources and their potential impact on
societies cannot be captured.

o GDP is based on market transactions and measures money that is

flowing through the economy. Nemarket based activities, which

are quite important isome regions, (subsistence in the agricultural
sector, voluntary work etc) are not covered. If an economy relies
more on financial transaction than production this is also not shown
in the GDP, although it impacts on the chances of people in
participating in the economy. Also differences in income
distribution between different group$ society cannot be captured,;

0 These transactions also do not distinguish between activities that
are harmful for natural resources and reduce the-bestig of
future generons, i.e. externalities, such as costs of envirortaien
pollution, are not covered,;

o At a regional level GDP per capita is distorted, if the NUTS region
cuts through functional areas, i.e. for regions with @n out
commuting GDP is distorted.

Thus wha using the GDP as indicators the aspects of social inclusion and
sustainability are not covered.

However, one response in the online survey stateG:ur r ent 'y wused
have some weaknesses, but they are generally acknowledged, as no better
indicators that would be supported by everybody are known, unfortunadely

A second element is the way how GDP indicators are interlinked: The Berlin
Formula measures the distance of a per capita GDP to the EU average and
modifies the allocation by a national ogperity coefficient. This leads to
different allocation levels for regions with identical GDP levels. This national
prosperity coefficient was an item of intense negotiations (with the result that
the middle group of regions improved their allocationsisicantly during the
negotiations while the more and the less wealthy regidost relative
allocations).

The third element of the allocation mechanism is the modulation of per capita
allocations by a set of indicators. With this approach other asfesmscially

the social inclusion objective) could be considered for the aitotan more
developed regions.
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As a conclusion it is worthwhile to mention that the allocation by GDP seems to
have provided a stable and comprehensible framework for defetigidility

and allocation of funds that has allowed to concentrate funds to the regions most
In needs without neglecting the other types of regions. However, the question if
GDP is the appropriate indicator to measure progress and serve as basis for
further distribution mechanism is one to be discussed fomt round of
Cohesion policy.

2.4.2 Appropriate ways how to measure progress
Measuring progress is discussed in this section in the context of potential
allocation mechanism. It is evident that mechawsidor measuring progress
need to be based on solid indicators and a transparent methodology, where a few
principles have to be ensured:
A Indicators should be
0 clear in terms ofvhat they measure,

0 be available acrossuope in a standardized format,

o available at regional level (at least NUTS Il, preferably also at
NUTS Il in a consistent way) in a timely fashjon

o allow comparability over time

o comprehensible and widely understood in terms of what is
measured and related to the targeted policy tilag=c(i.e. allow for
measuring differences veten Member States and regions).

A The calculation method needs to be simple and comprehensible (i.e.
without sophisticated modelling)

A Indicators should reflect policy objectives antbwal to measure desired
changes;

In principle monetary indicators (GI%and GNI) are the essential allocation
mechanism for CP. There are lesiginding and recurrent discussions on the use
of GDP as main indicator. But which alternatives can beredf in a realistic
time-frame?

%2 GDP: The total value ofill goodsand serviceproduced domestitlg (inside a country) by aation during a
year; GNI:The total value of goods and services produced within a country together with the balance of income
and payments from or to other countries.

53



2.4.3 Complementing or replacing GDP?

Considering alternatives to GDP there are several options: either trying to
replace GDP as core indicator by a more comprehensive measurement, adjusting
the GDP indicator to better reflect the needs or complementingdiwtor by

others (as already done for the more developed regions).

Replacing GDP by as afdisedsionegoidag om fordmamyat o r
year s, of ten s ub s uneeBdyond SDPirbtiatiyecisiathoutG D P 0
developing indicators that are as clear and appealing as GDP, but more inclusive
of environmental and social aspects of progrés® EC joined the scientific

di scussi on and r &DReaadsbeydnd:aMegswihgiprogresspra p e r
a changing world i n TReOabn9was to complement GDP with high level
indicators reflecting issues such as environmental protection, qahlifg and

social cohesion. The roadmap also puts emphasis on the timeliness and
robustness of these indicators which are necessary to inform policy faking
afollow up in 2013 on the progrééshe EC reported thain aggregate indicator
measuring" people at risk of poverty or social exclusion" was developed,
available for NUTS Il. Interesting conceptual work has been done to extend
national accounts by indicators on environmental pressure on EU territory and
overall environmental impacts caused by the supply chain of the EU (i.e.
adjusting the GDP). However, such indicators seem to be developed at national
level, without any regional break down so far. Arieresting approach is
mentioned in relation to the developmieof a comprehensive indicator on
environmental quality, i.e. how many people live in healthy and sustainable
environments. Such an indicator could be created by combiningpge@l data

on air and water pollution with statistical data. So far, thisnigoing work in
European projects.

A wealth of territorial information and a rich stock of data at regional level
(NUTS Il and NUTS Ill) with relevance for Cohesion Policy has been produced
by ESPON. The ESPON Atlas 2014 offers a very detailed picturtheof
European territories, on urban and rural areas, society and integration, economic
structures and global challenges, linkages and accessibility, environment and
climate and governance. One specific ESPON project (KIDCASP) was devoted
to the identificabn of the most suitable core set of key indicators of significant
practical use to policymakers and practitioners at national andhatidnal
levels in the preparation of territorial development and spatial planning
strategies. They defineid in close coperation with key stakeholder groups

four relevant policy themes and identified 20 core indicators, which were
collected at NUTS Il levellor a number of model regions:

8 http://ec.europa.eu/environment/beyond gdp/staffworkingdoc_en.html
®4 Staff Working Document [SWD(2013) 303] on "Progress on 'GDP andrm\axtions."
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Economic competiveness and resilience

A GDP/capita.

A Employment rate of populaticaged 2064.
A Total R&D expenditures in % of GDP

A Balance of external trade

A Economic structure

Integrated spatial development

A Population density and change
A House completion

A Modal split

A Land use change

A Access to services

Social Cohesion and qualibf life:

A Population aged 384 with tertiary educatian
A Population at risk of poverty

A Green space accessibility

A Well-being index

A Dependency ratio

Environmental resource management

A Renewable energy production

A Greenhouse gas emissions

A Populationat risk of flooding

A Number and status of protected European habitats and species
A Water quality status

These data have been set up in an ostioe with an intuitive and interactive
format. This allows for an interactive analysidata in a dashboasystem.

This system has been developed for a number of pilot regions. However, the
ESPON data navigator also allows for tailopade maps based on indicators to
be chosen from the ESPON menu.

Conclusions: GDP as appropriate measurement

To sum up: GDP still is a core indicator to measure wealth andbewly as
well as progress. The indicator has the advantage to be timely available at
nati onal and statistical l evel s. The
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indicator further, whib gradually will improve this concept. Still, the potential

to improve the indicator, so that it provides a more comprehensive information
on wealth and progress, is limited, especially when it comes to the provision of
timely and regionally disaggregateldta. Rather than opting for a substantial
change of the GDP indicator (which seems very unlikely to be effectuated in
practice) we advocate to complement GDP by additional indicators and draw on
the wealth of material provided by ESPON. These additiomhtators should
refer to important dimensions of Cohesion policy, but also include gotare
oriented dimension.

The first conclusion is based on the observation, that eligibility and allocations
of funding are largely based on GDP per capita as ylegaeaverage taken from

the past (current allocations are based on GDP data from 2007 to 2009). Regions
that were hit by the crisis during these years were much better endowed with
resources, than regions that were affected only later. To control foeHacts,

it might be useful to complement the GDP indicator by indicators showing
potential risks and threatsto economic performance (e.g. R&D expenditures,
economic structures and dependencies). Another approach, as already taken for
the more developedegions, is to define indicators around thistance to
reaching the Europe 2020 indicators

Looking at the additional dimensions for complementing the GDP indicator,
these could focus around the themes raised in KIDCASP and include indicators
like:

~

A Popuhtion at risk of poverty

A Population exposed to environmental risks (this could be a composed
indicator of the Environmental resource ragamenindicators from
KIDCASP.

Another dimension not yet tackled by indicators is the aspedteratorial

cohesion which implies a more inclusive access to infrastructures, services and
jobs, not matter where people live. Indicators like access to services,
accessibility, and others | isted abov
might be used. However sl indicators also would need a different approach to
allocation of funds (e.g. enhanced allocations for integratepqisotackling

these problems).

A final conclusion is that ESPON paves the way for a much more integrated
monitoring of territorial stratures, developments, risks and challenges. This
adds to and complements the simplified patterns of regional GDP levels and
changes. Tools are provided, so that Local and regional authorities can compose
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their own tailor madenaps and indicators. GDP thiaecomes only a sign post,
where more and more information of underlying structures and trends can be
added to complement a territorial picture of Europe, e.g. by using a set of
indicators as outlined by KIDCASP.

2.5 Specificities of Cohesion policy
2.5.1 Programme-based approach

A main feature of CP is the progranubased approach. The programme
represents the contract between the EU and the MS on the specific thematic
provisions for the support measures. The major strengths of the programmes are:

A Thedurationwhich is essential in terms of mitb longerterm budgetary
commitment, ideally speaking also in terms of containing planning risks
related to financing and also-&dc political intervention$ substantial
programmes such as in case of-ERJmightalso add to macreconomic
stability.

A The contentswhich differ in the degree of detdil from quite detailed
project lists in CHorogrammes to more open definitions of Specific
Objectives for IPs and corresponding descriptions of intended actions

A The budgetand the main mechanisms such as in particular the co
financing rates according to types of projects

The programming requirements according to theRggulations are practically
identical regardless of the &ncial volume of the programme.

Contents, duration and budget should be understood as interlinked features of a
programmebased approach. CP has seen a shift from a structural policy
focussed on infrastructure to a more broadly based public investment policy.
Thus also a more differented perspective on the nature of programmes might
be taken:

A It is evident that a lonterm programmatic approach is suitable for public
infrastructure investment as part of a catghprocess

A This is less evident for measures related to SMEs, RDTI, low carbon
economy or training and qualificatidnin this case a stable budgetary
framework is important but measures might need an adjustment after four
or five years.
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The following table outlinesome reflections on the interlinkages between the
key element®f a programme based approach.

Table 6. Reflections on key elements of a programimesed approach

Programme element Reflections

Duration In official terms seven yeatsut with all steps related to preparation g
closure it spans over about a decade.

One point is the leaoh time for the programme, which is obvioug
linked to the approval of the package of Regulatibqsogramming on
safe grounds, can only starben the legal framework is fixed.

Fundamental changes to the system will tend to prolong thereade
due to the need for clarification and settlement of unpreceds
guestions.

Contents The character of measures is decisive in order to define

A to which extent a fixed implementation framework safegu
effectiveness and efficiency or

A it might become an impediment to react to massive changes of
shocks related to trends which had been decisive for the chara
the intended interventions

The most recent example of the latter point is the economic crisis, \
challenged the programme management to come to response
adjustmats within a reasonable period.

Cf. the Economic Recovery Plan (2009) with actions trying to suf
recovery from the crisis (legislative amendments to the cohe
package); these have been complemented by further proposals in
( fituppp measur es a nstaring nsirameMo n o f

As a response to the crisis, some MS made changes in their Oper
Programmes focussing on more skerim objectives.

Budget The valueadded of longeterm budgets is largely undisputed. It wol
lead to an integrated strategy unlike a patchworlprofects. Also, thq
prospect of a longgrer m &éprogr amme?b enc
capacities which is key to a successful implementation. A leteyar
budget automatically leads to more political commitment for a perig
time agreed upon by contract.

Source: own consideratiord theauthor.

The programmibased approach, as a first concluding remark, is an essential
element of CP and it has to be kept. The challenge is to bring the benefit of the
approach closer to the LRAs in the sense of a glased approach. Options in

this sese are discussed section 2.5.4.

®® COM(2011)482 of 1.2011 and COM(2011)655 of 12.10.2011
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2.5.2 Crosssectoral policy coordination and integration

A general principle of CP is the approach which seeks to cross the boundaries of
traditional or established sector policies. The majoderlying assumption is

that coordinated investment in several policy areas is needed in order to prevent
a region from decoupling or to give visible momentum to the development of a
region.

In the context of CP the coordination and integration of saicpmiicies should
be understood as stepwise stages of development:

A Coordinationmeans to establish information flows and to present plans as
part of an overarching framewoik that is also the stage where most
elements of CP actually stand in this period

A Integration means to develop the policy areas jointly, to coordinate
implementation and to develop continuous exchange routines

Crosssectoral policy coordination respectively integration is of course closely
linked to the territorial dimension sindds widely acknowledged that territorial
challenges such as demographic change do claim for comprehensive policy
responses. Policy coordination and integration is an obviouseguegrement for

a placebased approach.

In the current framework of CP thepecificity is anchored at several leveldhe
major mechanisms are presented in the table below.

Table7. Mechanisms for crossectoral policy coordination/integration

Level Mechanisms for crosssectoral policy coordination andintegration

EU Set of thematic objectives, thereof some IPs with a eesw®ral charact&such as
IP 8.

Set of new instruments which are result of exchange between several DGs (Ji
Action Plan (JAP), ITI, CLLD)

MS Requirement for Partnershifgreement as overarching and consistent developr
strategy for the national approaches to CP

Programme Option for crosdfunding in programmes
Option for regional (itegrated) programmes.

Option to use 10% within a moffandsprogramme (e.g. ERDRccording to
rules of other fund (e.qg. ES(E)

> > >

% Such as IP 1B or 8A
%7 Option according to Article 98 of the CPR
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ETC as multithematic approach

Integrated Territorial Investment (ITI) and Community Leatal
Development (CLLD) as instruments which could be a levepfacebased
policy approaches.

> I>»

Source: own considetians of the Author

The implementation of the programmes and the results will demonstrate to
which extent the flexibility which is offered in the legal framework for CP in
terms of options and instruments will be actually used. A recent study for the
EP’® has shown a quite promising approach in many MS related to the uptake of
CLLD and ITI. The table below summarises the main results of the analysis of
Partnership Agreements in this regard. However, the integration into the
programme logic still is limitedespecially related to measuring output and
results of an integratieapproach.

Table8. The Uptake of the instruments in the Partnership Agreements

Instrument Role in the Partnership Agreement

CLLD Next to the continuation ofhe approach in Rural Development several MS
expressed the intent to implement CLLD as cffossls approach combining EAFR
with ERDF and/or ESF. A far reaching approach has been included in the PA of

E.g. in HU and RO it is intended to use ERBfd ESF in CLLD in urban areas,
will allow to opt for mone or multi-fund approaches.

ITI ITl is intended mostly as instrument for urban development (in BG, CZ, FI, CR
LU, LV, NL, PL) in some MS also for mixed areas (e.g. FR, GR, PT, RO, SE, UK

Source: Metis 2015, p. 39

An impediment to the integration of sectoral policissrepresented byhe
different administrations (DGs) and provisions for ERDF and ESF (which tend
to keep boundaries between the persons in programming and implementation).

In terms of policy integration the form&ommunity Initiatives have had a
groundbreaking role due to the introduction of partnership in the
iImplementationThe partnerships have given a momentum to reconsider sectoral
approaches under new perspecti@g. in URBAN pilot initiatives, EQUAL,
LEADER). The process of mainstreaming obviously enlarged the scope and
financial lever but it bears also some risks since it tends to focus the attention on
safe administrative routines and the timely absorptiofunfls (as one of the
major perspectives of an M@n programme implementation).

%8 Metis 2015, PA Review
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2.5.3 The territorial dimension

The present subhapter (2.5.3.) and the following one (2.5.4) aim to tackle the
iIssues of functional areas, crdssrder cohesion as well as théamnrural and
integraed approach for urban policies.

The TFEU highlights in its preamble the needite t r e ngt hen t he u
economies and to ensure their harmonious development by reducing the
differences existing between the various regions thedbackwardness of the

less favoured regions?

In Article 174 of the TFEU is stated:

fAln particular, the Union shall aim at reducing disparities between the levels of
development of the various regions and the backwardness of the least favoured
regions. Among the regions concerned, particular attention shall be paid to
rural areas, areas affected by industrial transition, and regions which suffer
from severe and permanent natural or demographic handicaps such as the
northernmost regions with vetgw population density and island, cregsrder

and mountain regions o

OTerritorial 6 growt h b é fumtodal agedsmi ni st r a

The term functional area has emerged in the context of urban areas where
suburbanisation and commuteelations have led to dense interaction and
manifold questions related toelprovision of public services.

The6 Functi onal méanm@ a wider webard system that is still
functionally integrated with the core city. The functional urban area desu
towns and villages that are physically separated by unbuilt land or water from
the builtup city, but are at the same time economically and socially highly
dependent on the urban core. The most cominand easiest- way to
understand this interpretatn is the traveto-work area’®

The notion can be extended to wider concepts such as the interrelation between
urban and rural area$inally, an evenbroader interpretation of ruralurban

region is also possible. This would also include the runatterland that is
indirectly connected by the proximity to the metropolitan dtea.

%9 Consolidated version of the Treaty of the Functioning of the European Union (TFEU)
“URBACT website
""URBACT website
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The first stage is to acknowledge the dense functional interdependencies
between the administrative units arithe second stage is to achieve
intermunicipal cooperation irorder to make the functional region work
Planning and management for the effective and efficient provision of public
services is the main underlying rationale for intermunicipal cooperation (IMC).

In order to make IMC happen usually a mix of regulatory approaches and
financial incentives is required. The regulatory frameworks governing IMC
same as the incentives provided by the national ledifler across Europ€
Functional urban areas in Eye in many cases stretch over national bortlers

in this case ETC is one of the important policy levers to encourage cooperation
and new approaches to governafice.

Not only in urban areas but also in other regions an efficient management of
public taskssuch as disaster prevention in mountainous region will require IMC
or a regional approach. Again it is firstly a question to which extent the national
frameworks on IMC provide a clear frame to motivateeven enforce such
cooperation.

The specific pagon of urban regions

The importance of cities and towns for the future development of Europe is
acknowledged? CP has got a stronger profile in favour of urban areas in the
period 20142020:

A Implicitly since several of the Thematic Objectives aimyestment
Priorities in CP will actually further projects in urban regions such as the
TOs related to STI, sustainable transport or the IP related to actions for
deprived urban neighbourhoods

A Explicitly since 5% of funds have been earmarked for sudibEnarban
development

A In terms of instruments since the instrument Integrated Territorial
Investment had been introduced for integrated urban rehabilitation
programmes for deprived neighbourhoods and the mainstreaming of
CLLD allows also developing urbamral linkages.

2IMC is e.g. needed to provide basic services such as water supply or waste water treatment; IMC is subject to
quite elaborate legal frameworks in the MS FR, ES and PT. In functional urban regions a major stepufs to set

a legal entity which meets key tasisch as the management of regional public transport or economic policy:
such examples existege.in DE (e.g. Region Hannover).

73 Cf. Council of Europe, 2013a)

" A prime example is the Eurométropole Likertrijk-Tournai where an EGTC has been-setin order to

provide new impetus to cros®rder governance of the functional urban region

> Metis GmbH, 2014, Cities and Cohesion
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Public policy interactions in general have larger positive or negativeosgitl
effects in cities than in rural areas with low population densities. Thus, the
functional realities of metropolitan areas have to be taken into account and
certain elements have to be considered in order to let cities function well. Most
of these perspectives have an obvious reference to the concept of the functional
urban ared®

A Effective coordination of landse planning and transport planning in
order toensure mutual efficient outcomes

A Integrated public transport provision aligning different services to each
other ensuring universal ticketing schemes, shorter transfer times and
better geographical coverage of public transport

>

Smart road transporpolicies reflecting the true costs of car usage
accounting for externalities such as air pollution and congestion

A Resilient citiesi which refers to the resilience of infrastructure and
service provision in an urban contextopics such as resilient
infrastructure, city data and indicators, disaster risk reduction, resilient
urban food systems and collaborative approathes the disaster
resilience of public transport systems.

Also the social dimension of urban areas is marked by complexity and diversit
Urban areas are often spatially stratified along secmnomic dimensions, i.e.
poor and wealthy neighbourhoods with different levels of public service
provision and accessibility. The OECD study concluded that fragmented
metropolitan areas with diversndividual municipalities are more likely to have
socially homogenous populations in these municipalities than functional (and
administratively) integrated metropolitan areas. The resulting vicious cycle is
mainly to be traced back to different tax rewes and thus fewer funds for
public service and infrastructure perpetuating seconomic segregation.

Urban areas call for integrated policy approaches. Most sectoral policies do have
a transversal role which is particulaxligible in urban areas such as:

~

ATransport: defining the cityds acc
factor and pointing at one of the key challenges in terms of resource
efficiency.

® OECD 2015
""ICLEI, Resilient Cities Report 2015, p. 3
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A Education: as basis of a knowleddigven economy but at the sammé
as key to poverty reductiomd the integration of migrants.

Similar considerations apply to several other policy fields such as STI or ICT.
The need for concerted policy action to strengthen urban areas as engines of
growth is often contrasted by tldominance of sectoral perspectives at the
national level. The approach of CP can be turned into an effective policy lever in
favour of urban policies but this requires also datdi national policy responses.

Recent and long lasting transversal challenfpgsurban areas are climate
change, demographic change and immigration. Although their nature exceeds
the scope of local and regional policy approaches, consequences are mostly felt
at local level’®

2.5.4 Placebased CP

Policy implementation by its nature als pl ace O6on the grou
directly influences the lives of citizens and organisationregions, cities and

towns.

The challenge is a territorial one!

The ESPON SIESTA (Spatial Indicators for a Europe 2020 Territorial Analysis)
project aims to show how the Europe 2020 strategy acts territoffalljne
transnational research group came to the conclusion that differences of growth
levels between regions and cities are enormous with arVi#ast divide with
regards to sustainable growth amdNorthrSouth divide for smart and inclusive
growth. A considerable better performance is reached in urban areas. The crisis
does not trace these patterns.

The project demonstrated that the aggregation of all natione2@®0 targets

does not guarantedd achievement of the overall EU targ®t$doreover, it
concluded that the success of the growth strategy delivered to get Europe on
track is uncertain which is mainly to be traced back to the fact that a large
number of regions have a gap for several aims and targets. The regional scale
matters or the Europe 2020 development so that regional strategies are
necessary. In addition, more effort to data gathering is needed in order to show
how the Europe 2020 strategy acts territorially at regional and urban scales.

8 Metis GmbH, 2015, Urban Agenda (in progress)

Y ESPON 2013, SIESTA, Executive Summary

8t is not implicit that all the regions can or should reach he national 2020 tafjete¢ress Report on
Cohesion)
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System requirements for a plalsased policy

The following section seeks to bring together the key elements of alaaed
approach:

A Capacities for local selfjovernment as preondition for an effective and
legitimate placébased approach

A MLG which is understood as a requiremefur effective policy
integration

A A system of EU CP which supports these two elements

The current system of CP offers opportunities for plaased approaches but it
IS obvious that this approach is not mainstreamed into the current system. At
firstiti s i mportant to differentiat®® the a

A Spatially targeted policynaking attempts to adjust public interventions
and investments to different characteristics

A Placebased policyma ki ng does not e g wtaative N pl
units and strongly focuses on a miétvel governance approach including
local and regional decisierand opinioamakers (vertical integration); at
the same time an integrated approach to sectoral policy areas (horizontal
integration) is intended

Spatially targeted policy delivery can be done-diopvn whereas a genuine
placebased approach requires coordination and cooperation frameworks
between all tiers of government and a wider range of stakeholders. Ini short
such an approach calls for apem governance framework which supports MLG.

Multi-Level Governance

The principles of MLG and partnership anchored in the CPR reveal a strong
affinity to the placebased approach. MLG is understood here as a necessary
consequence of shared managenaard the fact that the incidence of CP in
almost all cases is also lodathus a recent study of DG Reffion MLG in the
implementation of Europe 2020 presents good practice and seeks to encourage
the diffusion of the principle to a broad range of pobkegas. In the view of the
Consultant the overarching conclusion from the study is the followin§%one:

8 Haase, Diana 2015
82 European Commission, 2015
8 European Commission, 2015, p. VIII.
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Different modes of governance can be at play to bring on board the relevant
stakeholders. The four most prominent modes are governing by authority,
governng by provision, governing through enabling and ggiferning. In
practice, several modes are involved and their importance may change during
the policy cycle. Changing governance arrangements takes time. Governance
processes and structures show stromgriia and it takes time to move towards
new forms of sfired decisioAmaking processes.

The following chart outlines the basic understanding of the interrelations
between overarching system elements of a ptased policy.

Chart 1. System elements of a plabased policy

Local and regional self
governing capacity as

decisivepre-
Elemeéntsof MLG requirement; e.g.fiscal
equalisation
Urban areasare in
a specificposition
in this regard!
Placebasedapproach
Governanceof Participatory elements
functional areas T bring policy closerto
modelsfostering inter- citizens

municipal cooperation

Source: own consideratiomd the Author
Points which deserve particular attention are the following ones:

A LRAs are the central actors in a pldmesed approachi thus their
capacity is decisive for thefficiency and effectiveness of the appraach

A CP is implemented nationally thus any pleesed approach in the
current system of CP will be strongly influenced by the national potitical
administrative systenin for the capacity of LRAs it makes an obvious
difference whether the financial sources to cover basic infrastructure
requirements stem mostly from a system of fiscal equalisation or are
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subject of achoc donations from the national le¥edr even an element
of the competition for projects in CP

A The stronger the role of LRAs the stronger the need for governance
models for functional areas the incentives for intemunicipal
cooperation have to come from higher government levels since the
element of competition tends to bring about less effectivdtses

A LRAs are the most appropriate actors for participatory approaches, i.e. to
involve citizens in policymaking”.

It is important to note that all these pexjuirements for an effective plabased
approach are in hands of the MS. Even with regardisd capacity of LRA, MS
must act together with regional authorities to develop effective measures with
this aim. The current incentivésbuilt in as rather specific mechanisms such as
ITI or CLLD T cannot bring about a change. However, given the sufmtan
financial volume of CH in particular for those countries in E12 where the
strengthening of LRAs is a policy issiiethe approach to CP in forthcoming
periods could be turned into a more substantial policy lever.

The main ideas of the Bardgeport

Barca (2009) distinguishes between policy interventions aimed at increasing

Il ncome and growth (fnefficiency object.i
t hose ai med at reducing Il nequalities
Report). Core prioritie are defined in order to ensure greater coherence with the
placebasedor territorial policy concept:

~

A Innovation and climate change (efficiency)

~

A Migration and children (social)
A Skills and ageing (both)
| t i s as s womeedtratiorhan ta few isseies 6f key importance for the

EU and I t's peopl e ( é )-widev oriticldmases rofe at e
interventions on commonly agreed priorities, attract political and public

84 Cf. European Commission 2012, pp. 17®9: evidence shows that in the EU the revenues of the subnational
level are based to a slightly higher extent on transfers than on taxes; in more than 14 MS transfers from the
central level account for more than 50% ofeneues of the subnational level; a major disadvantage of transfer is
the tendency towards looser expenditure policies or the threat to cut key services to the central government

8 Cf. EC 2012, p. 174: such assignment is consistent with the "benefippelnsiiggesting that a service should

be provided by the level of government that most closely represents the community benefiting from it
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attention to the measures implemented and enable the Caommissbetter
focus its human resources and efforts and play a more strategic’tole

Besides, Barcatated a londerm placebased strategy is considered as essential
to complement the unification of markets, the creation of a single currency and
the general erosion of national influences over economic developments. It
triggers institutional changes aradlows the supply of integrated goods and
services tailored to contexts.

CP Model supporting a plageased approach

The point of departure is the current system of CP. The legal framework for CP
includes several potential policy levers for a ptaesedapproach but one has to
consider the essent i administrativeesysterh which e M
either supports or clearly limits the scope, the effectiveness and ittierely of

policy levers in CP.

The following table presents the policy levenrsd it is a tentative approach to
define anchor points where the plamsedapproach could be strengthened.

Table9. CP system elements in favour of a plalbased approach

System element Elements and potential policy levers ir20142020

Principles Partnership and MLG

The consequent efforts of the Commission to give this principle a str
profile have been effective; however, the obvious challenge is to mainta
consultative mechanisms throughout the compiefdementation period.

Governance seems to make a major difference in the effectiveneg
efficiency of CPi it is recommendable to raise the aspects of partnershiy
MLG into the status of an eante conditionality. This refers in particular
aspets which call for concerted pladsmsed action such as strategies to en
the sustainable access to basic public services at the local level; this cq
turned into a point of departure for more intense relations between nation
local level in catralised MS.

A major challenge for the principle is the aspect of proportionalityr MS
which receive small envelopes the administrative burden linked tg
consultative procedures might appear disproportionate whereas in ¢
major net beneficides the procedure might have considerable effect simp
terms of outreach and raising interest.

Ex-ante It is important to note that in principle all strategies and plans which had
conditionalities done in order to meet the -@exte conditionaligs in this period, could hay
been elaborated with the support MLG and a plaased approach. Howevs
there are some eante conditionalities which have a particularly marl

8 Barca 2009, pp. VAVIII .
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System element Elements and potential policy levers ir20142020

affinity to placebased approaches and concurring strategelopment:

A Research and innovation strategic framework for smart specialig
(RIS3) i labelled as integrated, plabased economic transformati

agendg7 implicitly claiming for MLG.

p>)

Risk prevention, disaster resilience: building of a national/regional/
knowledge base

>

TEN-T sustainable transport: the system of FEENMests on (urban) cor
nodes in road and rail transpdrta prime example of a policy whig
needs effective coordination across all tiers of government

p>)

Active inclusion, Roma inclusion: in patilar the intended shift fron
institutional to communittbased care will require pladmsed

approaches counting on MI?&

>

MS administrative capacity: explicitly claims for strengthening
capacity at all levels

The role of exante conditionalities ifavour of a placéased approach:

A Should be strengthened in several fields since policy areas su
energyefficiency of buildings, waste management, access to employ
and Labour Market Institutions (LMI) [capacity of Public Employm
Services (PE$§9, Access to LifeLong Learning do require effective af
efficient cooperation between all tiers of government

A A new 6territorialo conditiona
governments where challenges stemming from demographic chang
poverty culminate

Eligible areas GDP as the criterion for the delimitation of eligible areas is understan

from a pragmatic perspectivie however it would support a platased
approach if within the classification of eligible areas also a bagjonal
typology or a hint on dominant territorial challenges would be introdiic
this would make the overarching map of CP less abstract and more tangi

One of the few current notions are the sparsely populated areas in the n
MS. It might abo be worthwhile to mark out those regions where the ris
decoupling culminates (as has been mentioned previously in the se
territorial conditionalityi regions where the adverse effects of demogra
change poverty culminaiemaking these aredsetter visible could contribut
strengthen the narrative of CP.

87 Cf. European Commission 2013, p. 5

8 Also a recent Metis GmbH study on the role ofAsRin National Reform Programmes (NRP) points at an
increasing role of LRASs in social policies (in particular in-ER).

8 |LMIs and PES are increasingly challenged not only to administer funds but to act as information brokers
developing relationships tdé local/regional economy in order to support targeted qualification and training
strategie$ in best case LMIs are anchor points for integrated local employment strategies
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System element Elements and potential policy levers ir20142020

Thematic objectives| Some of the thematic objectives reveal implicit or explicit elements favo
a placebased approach. The most obvious ones are:

4e: lowcarbon strategies for territes (in particular urbaff)
6e: action to improve the urban environment

7c: sustainable transport i.e. promoting local mohility
8b, 8c: employment, labour mobility endogenous development, log
development initiatives
9b: social inclusioni regeneration of deprived urban and ry
communities
9d: CLLD.

Thematic concentration in the period 2e@20 is driven by the rationale
Europe 2020 but it is obvious that the principle could be turned int
effective policy lever foplacebased apaches if e.g.:

A strategies in the sense of 4e) become compulsory (thereby integ
transport and energy efficiency of buildings) or

A for predominantly rural areas challenged by demographic chan
concentration on Objectives 8 and 9 becomes compulsory
Delivery Programmebased approach and shared management
mechanisms Integrated Regional Programmes (ROPs) might be an obvious levee

capacities of regions to define approaches which are closer to-halaed
requirements and at the same time the role of regions in progra
implementation might support capacity building; however ROPs are not i
requirement and decision to go fochyrogrammes is in hands of the KS.

Earmarking of funds| Earmarking of funds such as a minimum of 5% for sustainable (
development can be considered as important policy lever.

This type of earmarking could be expanded to other policy areg
implementation approaches such as via CLYD.

A recent analysis of the Partnership Agreements reveals a quite prol
position at the start of the period but the actual weight of such del
approaches which are new to ERDF and ESF in most MS remainse¢efe

Impact indicators One key element for measuring the success of CP will be the discuss
what are the future benchmarks of success. Would keeping the status
maintaining the current level of a harmonious development in the EU beg
as a sccess of the policy in light of the many challenges and diverging ti
or would the policy have to improve the current situation?

Mainstreamed From the perspective of platesed development ITI and CLLD are obviou
instruments the most important ogein order to strengthen the uptake of such instrum

% Obviously corresponding to the 5% earmarking of funds for sustainable debalopment.
®LE.g. in PL part of ESIF is implemented as ROPs; CZ has seeteatralisation in the period 202020.
%2 Similar to the compulsoryrinf enci ng of 5% of each MStypsacioAsFRD al | oc a
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System element Elements and potential policy levers ir20142020

their use could be made compulsory for certain Thematic Objectives (9b,
in order to become an attractive packageréaching flexibility in the use g
funds should be allowed (crossing theebrbetween ERDF and ESF) and g
the option for a higher support rate from ESIF could be’kept

Source: own consideratiors theauthor.

The range of measures sketched in the table above should be understood as
proposal for a gradual strengtheningtbé placebased approach as inherent
element of the CP system.

Longterm financial commitment to a plabased strategy

Conditions and mechanisms introduced respectively supported by the system of
CP will become an effective enabling strategy for LRA$h# strategies are
backedup by funding on a longderm basis. From the perspective of LRAS®
particular in countries without fiscal equalisatiom longerterm budget would
mean to overcome patchworks of projects and come to a genuinely integrated
strategy:

A The prospect of respectively the framework of a losigerr m 6 pr ogr an
encourages building of capacitieshis is an obvious preequirement for
the successful implementation

A The key point is a contractual commitment between the nationdl leve
(acting as programme authority) and the LRAhis is a sensitive issue
because any mechanism in CP pointing at a compulsory requirement will
be perceived as potential interferencenviite principle of subsidiarity.

Most probably CP has to maintain the current approach of providing a
convincing package of incentives furthering the uptake of instruments and
thematic objectives (such as higherfo@mncing rates, automatic decommitment
n+3 instead of n+2, etc.) plus aarmarking of funds (as a rather neutral
approach to further certain types of regions or new implementation instruments
such as ITlI and CLLD).

% n case a programme implementsaanplete priority according to CLLD the support rate from ERDF/ESF can
be raised by 10%
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2.6 Other policy models aiming at transfer / cohesion

Policy transfer is a process in which knowledge about ipsli@dministrative
arrangements, institutions and ideas in one political setting (past or present) is
used in the development of policies, administrative arrangements, institutions
and ideas in another political setting. CP is, as defined in the 198& Sing
European Act, about oOreducing dispari
backwardness of the leastavour ed regions©o. Bot h g
shaping future regional policy. It should be distinguished, in this context,
between policy at the EUne national, regional and local level.

The new rules and legislation governing the next round of EU CP investment for
20142020 have been formally endorsed by the Council of the European Union
in December 2013. European CP should also aim to supporhalagifiorts for
cohesion. This subhapter shows the efforts made to develop CP through
introducing more innovative approaches (at the level of the European
institutions generally and in specific strategies), as well as presenting other
cohesion policy moels (within the EU and beyond the European borders). In
addition, this sufchapter contributes to the cohesion versus economic
development debate by reflecting upon innovation GR through fiscal
equalisation.

The Commissioner for Regional Policy CoriGar e Su has i dentif
priority for action.

The background of a set of new relevant actions consists of the following:

1. The "Task Force on Better Implementation”, via tarftade action teams,
supports national and regional administrations to tis® remaining
investments from the 2062013 programming period effectively. The Task
Force analysed the key factors responsible for MS delays in implementation,
and began formulating detailed and comprehensive Action Plans for each
programme at risk. Th€ommission works closely with the MS concerned
to find solutions to maximise the use of commitments under the-2003
Multiannual Financial Framework, as requested by the European Council in
December 2014.

2. Building administrative capacity in MS anekgions for the 2012020
programmes, through the second phase of the Task Force and through a
variety of measures such as sharing of skills, exchange of experts, training
and technical assistance.
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3.Commi ssioner for Regi onal exéahonke wyy Co
regions with a low level of economic development or regions experiencing
several years of negative GDP growth are lagging behind. For CP, which
aims at reducing disparities between the levels of development between the
regions of Europe, thisend is of particular concern.

4. The Commission is setting up a group of experts to independently assess the
uptake of simplification by MS and identify further possibilities to simplify
rules. The group will make recommendations on how to improve thkeupta
of opportunities for simplification in implementing the funds for
beneficiaries in the 2012020 programming period. A secondary goal
would be to propose how to simplify further in the pa820 framework.

This action is closely linked to VieRBresidentKristalina Georgieva's
initiative for an "EU budget focused on resuft".

Innovative approaches are being introduced and developed in this context. One
example of a progressive model that is based on the challenges identified in CP
in the past are the srt specialisation strategies for innovation at
national/regional level (RIS3 strategies) are integrated, {lased economic
transformation agendas which ensure the following five points:

A They focus policy support and investments on ketional/regional
priorities, challenges and needs knowledgebased development.

AThey build on each country/regiond
and potential for excellence.

A They support technological as well as pracbesed innovation andrai
to stimulate private sector investment.

>

They get stakeholders fully involved and encourage innovation and
experimentation.

>

They are evidenebased and include sound monitoring and evaluation
systeni’

Regional policy approaches besides the Eurogeamional Policy:

The idea of developing regional policy in the future in a way to make it more
efficient and effective in the context of changing economic, political and societal

% http://europa.eu/rapid/presslease MEM@15-5128 en.htm
% European Commission, 2013, Fstetet Cohesion Policy 202020, National/Regional innovation strategies
for smart specialisation (RIS3)
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circumstances is based on the challenges that have become apparent s the pa
programming periods. In this light, policyakers and the stakeholders involved

in shaping the future of CP should also look beyond the European borders, such
as in the example of Japan below, which shows that breaking down-policy
making in administratie levels is not necessarily the most effective way to
achieve results. The example of Germany below shows that cohesion policy
works effectively at a federal level. Concretely, the regional level and its
specificities are at the centre of this policy. Thelea of &6 Gemei nsch
should be seen against the idea of fiscal equalisation in this context. This model
should therefore be taken as a best practice example of European CP (see also
the interview withMr. Hannes Rossbacher, OROK).

1. The case of Jan

There are multiple ways to structure regional policy, and the success of the
approaches depends on a number of conditions and factors, not least political
tradition. Japan for instance, which is traditionally known as a centralised
country,iswhat an be seen as the archetypical
move towards decentralization in the past years differs from a decentralization
path as we would experience it in an EU MS. This move was based on the
perception that topgown centralized appach to innovation has certain limits.

In Japan, there is no regional administration system as such nor any robust

I nstitutional mechani sms at the Oregi
layer to the already complex local government structure maypromote

further innovation processes and therefore maintain regional policy in this sense

at an outdated stage. For demonstration purposes, the example of innovation and
R&D shall be taken, being one distinctive policy field of regional policy.
Without substantially devolving power, Japan paradoxically seems to be
achieving Or egi oniadience arelatiomships. Thé loosen d u s
coordination currently managed by the Ministry of Economy, Trade and
Industry (METI) regional bureaux and intermediamnganizations may provide

an appropriate Oregional 0 mechani sm
government boundari es, namely through
public, private and academic sectors. Still in the regional policy field of
innovation and R&D, this allows for a direct influence of actors from the field
within the policy changé$

(1)The presence and proximity of leading companies in the leading
technology area is matched with entrepreneurial individuals who have

% Kitagawa, From Technopolis, Cluster to Regional Science policy? : Japanese Regional Development Policy
1980s2000s https://www.kdi.re.kr/data/download/attach/8475 cu8360pdf
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acted as nodalgints connecting firms, local governments and academic
sector synthesizing provisionadprojects at multiple levels.

(2)Concentration of research universities supplemented by international
research institutes and new training provisions provide the regitn w
human resources and professional skills wiselve as prime regional
assets.

(3)Regional and prefectural government and support organizations consider
creating further incentives to attract large R&D firms as well as
encouraging venture capital firms wh supplementhe activities of large
firms.

(4)Firms and universities are collaborating across prefectures through-region
wide innovation support organizations, supporby the METI regional
bureaux.

(5)A big city provides research capacity for the whiagion linking Asian
and international markets and networks, attracting talent and skills from
overseas through the human and institutional {imé&ages.

The example of Japan would support the idea of reducing the levels of
administrations and the focos direct involvemehof actors in policy delivery.

2. The casef Germany

| n Ger many, the AGemeinschaftsaufgabeé
Wirtschaftsstrukturh I S the commit mer
structure so as to improve the cohesadnthe whole country. It is seen as a
common responsibility (Gemeinschaftsaufgabe) because it is a Lander
competence which is also taken care of by the Bund, given its national
relevance. It includes measures such as:
A Investments into the business ecmyoin the creation, development and

reform of businesses

A Investment into the economic infrastructure when considered necessary
for regional development

>

Measures that will contribute to the strengthening of economic
competitiveness of businesses, or ®up regional political solutions to
structural problems within the regians

A Evaluation of those measures and ongoing regional policy research
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The goal is to support investment in the regions and generate additional income,
S0 as to bring theconomically weaker regions closer to the level of the general
economic structure of the country. The policy has been harmonised with the EU
regulations and it has been ensured that the measures do not-eatititerCP.

The example shows that in a fedlestate like Germany, cohesion policy can be

effectively implemented when the regions are at the centre of the policy. This
example should be a best practice for the EU level.
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S3New 1| deas and choil ces
pol il cy

3.1 The place of Cohesion policy inthe system of EU
Policies

CP has a central position in the EU policy agenda, be it because of its budget
size, multithematic portfolio and the fabat it affects all EU regions.

The 1986 Single European Act defines economic and social cohesaimiag

to 6reduce disparities between the va
leastf avour ed regions?o. The Li sbon Tr ea
cohesion.

EU CP goes beyond Adregional devel opme
poses th&€ommission and the Member States before great challenges regarding
their fAtraditional 0o modus oper adedi . F
by a number of principles.

The EU's most recent treaty, the Lisbon Treaty, adds another facet to cohesion,
ref erring to 6ecoapbpmakt,cebesnabnand terr

The principle of additionality shall ensure the complementation but not the
replacement of equivalent public expenditure of a MS. In the-2024 period,

the core principle of CP supports the pregagon of growthenhancing
investments through a direct link between additionality and public deficit in a
transparent and public framework. A simpler verification process aligned with
the new economic governance of the EU shall ensure comparability waed fe
burdens at national or regional levél.

The new approach therefore establishes a direct link between additionality and
the Stability and Growth Pact as it was requested by Barca (2009) in order to
ensure its application in MS where regional dispariaiffect a substantial part

of the population.

The 8" and the 8 report on economic, social and territorial cohesion underline
that CP has a key role to play in boosting smart, sustainable and inclusive
growth in Europe (taking into account the deterairon in public finances
resulting from the crisis that have reduced public investm&hkwever, CP

" Implementation guidance 202020 Additionality, Version 2 24/03/2014
% European Commission, November 2010 and European Commissior2Qlishe
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20072013 was not aligned with the goals of the Europe 2020 Strategy which
was launched in 2010 when the respective programming period was in the
course of implementation. Despite the fact that the 2@013 spending
categories can be grouped against the 11 thematic objectives defined in the
20142020 period and directly linked to the objectives of the Europe 2020
Strategy a complete (gost) alignment oR0072013 results with the Europe
2020 Strategy will not be possibfe.

In the 20142020 programming period, CP is aligned to the Europe 2020
Strategy (through the orientation towards 11 thematic objectives derived from
the strategy) and the European Sstee(through taking into account the CSR
and NRP)pamperfimomr ovi de d*d¢oysiddred moretioammi s s
two third of CSRs for 2014 of relevance for CP. Mainly, these relevance
considered in the strategic documents concenpsovements to labounarket
functioning, the reform of education systems, the functioning of public
administration, improvements to the business and R&l environment, social
inclusion and poverty reduction, access to finance of SMEs and the functioning
of network industrieflowever, it remains to be seen how relevant CSRs will be
taken into accaut in programme implementation.

Moreover, CP is being adapted to the respective national/regional context via a
number of custormade strategic documents such as the Partnershigigre

and the Operational Programmes. The reporting system delivers input on
progress made towards the Europe 2020 Strategy thfdugh

A The submission of annual implementation and progress reports on the
implementation of Partnership Agreements by the'fiSlere the pivotal
element is the reporting of progress on financial, output and result
indicators. Major drivers are the milestones defined in the Performance
Framework for 2018; failure to meet them might bring financial
consequences. However MS have oimgluded Financial and Output
Indicators in their Performance Frameworks, thus disentangling financial
allocations and effects of the CP

A The preparation of a strategic report on progress in 2017 and 2019by the
Commission and debated by the Council (based on the so called enhanced

* Haase, Diana 2015; gost evaluations are expected to be finalised by 31 December 2015.

10 Eyropean Commission, 2015

191 Eyropean Parliament, 2014

192 The Committee of the Regions also launched an online survey in this respect looking at the ofitbeme
negotiations on the Partnership Agreements and the Operational Programmes. -Titigéadiva opinion will be
drawn by the rapporteur lvan Zad
https://portal.cor.europa.eu/europe2020/SiteCollectionDocuments/2015consultpaXICEIR28600-00-

INFO-EDI.pdf.
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Annual Implementation Reports requested to assess the contribution of
the Programme in the change of the resodticators, examining the
achievement of the objectives of the programme and the contribution to
the Union strategy for smart, sustainable and inclusive growth as defined
in Reg.1303/2013, Art. 50)

A As a follow-up, the Council provides input for tlaesessment presented at
a spring meeting of the European Council on the role of all Union policies
and instruments in delivering sustainable,-gpbating growth acrosfie
Union.

Nevertheless and against the background that CP is not the only vehicle
delivering the Europe 2020 Strategy, a standalone assessment of the
performance of CP by considering the achievement of thematic objectives is to
be avoided. Preconditions of spending with regards to thematic areas in order to
reach effectiveness must be colesed as welt®®

New in the period 2032020 is also that the Commission may submit a
proposal to review the Common Strategic Framework (CSF) in case there are
major changes in the social and economic situation in the Union, or changes are
made to the Ewpe D20 Strategy (Article 12, CPR).

CP is being designed and works in the context of developments driven by major
economic questions (internal and external ones):

A The political state of the Union (sustained trend towards integration
beyond economic inggation or frozen status and increasing
polarisation?)

A The cost and effect of an increasing role in economic governance (the
impact of current crisis in Greece on the Union)

A Enlargement and accession intents (CP as financial incentive has been a
majorlever to support the reform and upgrade of administrative systems)

Decisive policy fields with a view to lonterm developments are:

A The role of agriculture (as the second major European Policy in terms of
finances);

103 Haase, Diana 2015
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A External policiesi reactions tocrisis and armed conflicts in the
Neighbourhood of the EWU migration, fortress Europe, changing role and
position of partners such as Turkey

A Energy policyi link to gecstrategy and external policies, THR

A RDTI, STI, Juncker Plan

A Single Market Act|CT.

According to the stakeholders taking part in the online survey in the future CP
will largely depend on the willingness of the MS to dedicate parts of their
national budgets to relevant policy making measures. In the words of a
st a k e htleel EJ efivanci@ frameworks and investment programmes will
remain caught between the consolidation requirements of national budgets and
the willingness of the MS to finance thedU

In order to ensure that CP starts below the European level, one stakeholder
suggeted the introduction of a requirement for national cohesion strategies to be

in place, in the form of an ex ante conditionality to receive European Structural
and Investment Funds. However, as it stands, there is no requirement on a MS in
receipt of Europan Structural and Investment Funds to respond to a specific
standard when defining I t s nati onal
demonstrate how its einanced investment programmes are coherent with this

(As stipulated in Articles 174 and 175 of the EH the quality of the

I mpl ementati on framewor k of t he nat
considerably with obvious implications on the effect of the ESIF.

According to the survey, if sectoral policies want to reach higher efficiency they
must implement th territorial aspect through CP. The policy should reflect the
status quo, the needs and expected results. The territorial dimension should go
shoulder to shoulder with broader integrated tools and more financial support
from different resources. This agye to be an obvious statement, but the reality

I n the MS can be different.-obecodooconalr
of the funds and i mpl ement t heir nat i
flexibility is usually sacrificed in the sake efficiency and absorption. Eante
conditionalities in the period 2032020 have tried to encounter this weakness

(e.g. by demanding regional strategies and investment plans complementary to
the national ones, for example under TO1, TO2, TO6 and TO9Nnbuiany

cases the regionalisation is a {fooma exercise, in many cases simply due to

the lack of time. This is especially the case in countries with either a weaker
regional component or very small ESIF financial envelopes.
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For example, Hannes Rossbaghmanaging director of OROK, stated in the
interview for this study he thinks for more developed and smaller countries like
Austria CP candot hardly be a regional
an investment policy with a size making it impossibhving a political agenda
behind it. The administrative procedur
to the OROK managing director, CP nowadays in Eerbpcame an ongoing
compromise.

Ot hers find that the approtacdh weédtho malC
with the economy being stimulated by the ERDF and employment by tbe. ESF

A respondent I n tthedKkegonalr Inn@vationaStragegies$or t h a
Smart Specialisation (RIS3), which are in principle a valuable condition to
improve rgional investments, should become Regional Development Strategies

for Smart Specialisation, as innovation is only one aspect of economic
growtho'

Hence CP takes a central position in the policy constellation of the EU. This
happens for a number of reaspndue to its specific budget weight
(approximately 32.5% of the EU budget for a single policy) its thematic
coverage (of the 11 Thematic Objectyand its spatial orientation.

Figure 1.Cohesion policyplace in the System of EU Policies

Cohesion Policy

Single Market
Transport, TEN-T

EU Economic Rules (Stability and Growth Pact, European Semester,
Macroeconomic Imbalance Procedure etc.)

EU Neighbourhood and external policies

Source: own desigof the Author

1%“Bas van den Barg, Association of Netherlands Municipalities (VNG), The Netherlands.
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Indeed EU Policy has been often criticised as being dplaw: In many cases

CP I 'S conceiving space as a Acont ai
implementedThis approach is transformed (especially since the addition of the
territorial cohesion) adding relational, topological and cognitive properties into a
territory, hence enhancing the centrality of CP. The aforementioned example of

the Regional Innovationtftegies for Smart Specialisation (RIS3) or the River

Basin Management Plans induced by the WFD (where investments are
supported under TO6) are good examples of tools residing on a sectoral policy
sector delivered through an area based approach. Thiensually a model to

be replicated.

3.2 Possible futures and the role of Cohesion policy

In the context of the future of CP, prognoses are of limited value, due to the
large number of intervening factors and the resulting uncertainties. Numerous
internal aml external major challenges related to the economy claim for policy
responses; the employment and the enduring phenomena of crisis in large parts
of the European neighbourhood are paired with high uncertainty; the incidence
of largescale immigration flowshas revealed the difficulties to define policy
responses at European level.

An option to reflect on these uncertainties while retaining a link to the present
and to realism is through scenarios. A scenario is a presentation of a possible
future situation in narrative form, outlining influencing factors, causal
relatonships and possible outcomes.

Figure 2. Scenario building

A

SCENARIOS UNCERTAINTIES

PROGNOSES
"what we
almost know"

"the space of hope
and fatalism"
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1
1
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1
1
1
1
1
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1
1
1
1
1
1
1
1
1
1
1
1
1
1

POTENTIAL ——
¢ : : >
NOW TIME ——

Source: Meinert, 2014
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In the course of this study a simplified methodology will be applied. Below the
Scoping Envelope of the Scenarios is presented:

Scoping of the Scenario Building

Topic of reference Cohesion Policy.

Underlying Question: What are the necessary changes for the Cohesion Policy
effective in the future?

Time Horizon: 2030-2040

Frame of referencé:See A The Future of Cohesi on
Review of major setorial policies and Ch. 2.4 Major challenges and trends influen
many policy areas discussing trends, global changes, thematic fields)

Given conditions: EU continues to exist and pursuing the objectives of economic, s
and territorial cohesion; Ebudget is slightly reduced due to the economic gro
stagnation, allocation mechanisms of Cohesion Policy funds based on indicators
unaltered; MS are basically willing to dedicate parts of their national budgets to re
policy making measurdsut their ability to do so is diminishing (either due to the redu
growth or political preferences)

Uncertainties: A s el ecti on was made out of th
|l eading to the selection of ntthestwaca
fiavailability of resource a rgebpolifical stabilityo . These t wo
considered to be overarching enough tp embr

Fundamental future alternatives: Based on the above four scenarios defined (se€
figure below) within extreme antithetical variations of the exogenous factors.
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Figure 3. Scenario Definition

Narrower Context, Global Geopolitical Stability The Future of
and Resources Availability Cohesion Policy IT
Stability Phase 1: Scenario
Definition
1. Stability yet 2. Stability and
resource scarcity resource abundance
Resource searcity Resource Abundance
4. Instability and 3. Instability but
resource scarcity resource abundance

Tnstability

Wider Context, global trends and challenges (from
Report 1)

Source:own desigrof the Author

The two upper quadrants concern a future of relative stability in terms of the
factors shaping the dynamics of the EU (e.g. sustained trend towards economic
integration coupled with effective economic governance, as well as a
solidification of the political role of the EU at the international stage) and the
global stage (e.g. absence of laggale crises and smooth unravelling of new
geopolitical realities).

In this context, we could differentiate between the following two scenarios:

A fistability and resource abundancé : This best case sc
the rather unlikely combination of a stable global political environment
wi t h a i gke | edandmic cgkowtld, possible fuelled by
unprecedented technological advances, preponderance of overarching
alliances among nations and international players, and a more socially
aware functioning of the market economy. Such a virtuous cycle would
culminate into a stalisation of disruptive migration and urbanisation
flows, amelioration of the pressure on ecosystems, improved governance
and reduction of the overall risk level. Societies in Europe and its
periphery would actively increase their standard of living. Assalt of
the ensuing social peace, affluence and optimism, CP could be
‘downgraded' to lesser objectives (such as smootxistence and o
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operation - instead of integration of remaining fringe groups) and
eventually lose its relative importance ihetsystem of EU policies.

fistability yet resource scarcity : Under this scenar
of a peaceful multipolar world (e.g. functioning democracies, further
increase in the mobility of capital & technology, goods & services, social
peace inhe developing world, etc.) would be tested in a background of
evervolatile global markets and public debt inequalities, further
worsening of the environmental pollution, as well as slowing down of the
rate of breakhrough technological advances. Increaseajlobal
competition for resources would nevertheless remain largely a matter of
negotiation under the coordination and auspices of supranational
organisations. Societies in Europe and its periphery would continue
securing a decent standard of living fbetmajority of their members.
ACohesi ono woul d continue t o be
comparatively manageable challenge to policy makers, mainly due to the
prevalence of a synergistic paradigm in public affairs. Its position might
even be strengtheden the context of e.g. a drive for resource efficiency
and innovation, driven by high or unpredictable prices. At the same time

0

CP wi l have to Afighto for resourc

intoa fAstatus quoo defence stage.

The two lowerquadrants are the mirror image of the one described above.

A Tfinstability but resource abundanc® i s t he scenari o

Abell um omnium contra omneso or
exXxi stenceo. |t refers t o filencesdfat e
resources (possibly by means of disruptive technological developments
capable of confronting global challenges such as pollution, pandemics,
poverty, etc or by ignorance towards long term sustainability) would exist
in a world multipolar and wstable in terms of geopolitics. Developed
societies would be facing deterioration of social peace and the
demographic pressures of an ageing population. The developing world

woul d not b e abl e t o avoid an al

standards, withincome inequality, lack of democracy and poor

infrastructure creating incentives for ongoing migration to the more
developed countries. Market economy would have failed to resolve its
shortcomings and misallocations, and the sense of disorderly competitio
for resources would trickle down all the way from the international and

national to the | ocal l evel of poli

a policy pursuit, but it could be largely used as a disguise fdroad
alliances and shoterm objeawes. Its funds could be directed towards
exploitation of resources, increasing return of investment rates and

85

a
t

11



eventually leading to grower disparities thus underminitsy own
strategic orientation.

A finstability and resource scarcityp i s a s despiteats dlaoming h at |,
title, does not aim at describing a hopeless situation where no policies
could function, but to demonstrate

a key success factor under economic and social distress. Under such a
reality, a sees of negative developments in geopolitics, financial crises

and social unrest, would be coupled with a significant drop in the average
standard of living on a worldwide basis (e.g. by means of environmental
degradation and ensuing food shortages, lack tethnological
advancements or strict commercialisation thereof, etc.). This would lead

to a vicious cycle of diverging global population trends (migration,
urbanisation), tensions and destabilisation at local level, and ultimately to

a highrisk society. lh d e r such <circumstances,
significance as a policy tool, inasmuch as it could offer groups of nations /
regions (such as the EU) tangible objectives towards better coordination,
and ultimately towards survival. In contrast with tod&f3 the raiso-

etre of Acohesiono would be more o
through sense of common purposeo. T
/ regions would, correspondingly, shift from trying to emulate the
economic orthodoxy of dispudebenchmarks of the leader(s), to attaining

a sustainable synergistic state of risk mitigation.

By their definition the two lower quadrants seem more challenging and
interesting for further invegation for a number of reasons.

On the one hand, geopddial instability seems to be the mainstay for the next
20 to 30 years, taking in account the number of state collapses in the vicinity of
the EU, the lack of any rising world power to challenge the USA (China being
more prone to internal consolidation) ahe ignition of regionlaconflicts in the
Ukraine etc.

On the other hand, the availability of natural resources, e.g. natural gas in the
Mediterranean or Anewo technol ogi es
influence the economic model. Howeveeopolitical stability can directly or
indirectly influence attractiveness of natural resources deposits, either by direct
access or by comparative access (e.g. related to natural gas deposits and price of
Russian gas or Saudi oil). This implies that ugse availability can increase or
decrease any time in the future.

Cohesion Policy is expected to be influenced by such developments both on its
rationaleand on its possible responses.
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3.3 Scientific Mainstream

The two scenarios that have been selected thenprevious chapter pose CP in
from of two different and partially contradictory orientations:

AThe fAinstability and resource abund
nefficiento use of what ever resourc

AThe Ainstradsodurtye asidarci tyo scenar .
access to a limited set of resources in an unstable emamrbecomes a
dominant choice.

CP however is neither unambi-fgee spacs., no
Hence policy is driven also by concgpttheories and models, which are
unconsciously adopted by policy makers due their predoméan the
mainstream discourse.

This chapter gives the basic overview on the scientific mainstream in the context
of this research; for ease of reference it isred along economiog@al and
territorial cohesion.

Economic Cohesion

Approaches and Policies

Economic cohesion has been playing a central role throughout the history of the
EU, as it has acted as one of the main catalysts for integratioavahdion in

the process of enlargement. Economic cohesion policies have been implemented
to facilitate different speeds and directions of economic unification in the EU.

Now that the EU has reached the penultimate stage of economic integration in
the Balassa scal® ("economic and monetary union"), and with next, final stage
("complete economic integration”) considered by many a rather unlikely
eventuality, economic cohesion is set to remain high in the agenda of the EU
institutions as a backstop of bikty.

|l n this backdrop, the European Uni ono:
the extent to which it meets its outright objective of reducing economic and
other disparities among various regions. Various stiffiiaave acknowledged

for example that apparent cohesive trends, as illustrated by the usual context

195 BalassaBela. The Theory of Economic Integration (Routledge Revivals).Routledge, 2013.
jerzy Pienkowski and Peter Berkowitz, fEconometric
fromthe Rigaevent-6 February 2015 ( Abst eNewCohdsioroPolicy28iZh 2.0 d e nges
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indicators, on NUTS2 level have actually been concealing incredspgrities
at the level below.

Within a neoclassical growthframework, certain literaterfinds the CP, such

as any kind of public intervention for that matter, unnecessary, or worse
distortiveé®. In their paradigm, free markets and competition lead to uniform
distribution of productive factors between regions and to regional convergence;
therefore regional aid would in principle be ineffective as it would lead to
misallocation of factors.

Other critic3®, from the perspective afew economic geographyconsider CP

to be inefficient and ineffective. They advocate that economic integration sends
productive factors towards the advanced regions where returns are higher, at the
expense of peripheral areas. This implies that if the goal of the policy is to
minimize interregional inequalities, CP could be effective; but such
interventions will not led to an optimal allocation of resources from the pofn
maximizing EUwide growth.

Funds dedicated to CP, e.g. the ESI Funds are in the heart EEyinesian
paradigm, where spending induces a positive demand shock, which leads to
higher production andncome, which in turn generates a further increase in
demand and leads to additional production and income, in line with the
Keynesian multiplier principle.

Karvounis and Gull§® investigated if there has been a shift in allocations of
resources betweert@nomic sectors and groups of regions during the last three
periods of the CP (20006; 200713; 201420), and point out at least some

developmentsintheese mi ngly Arighto directi on,

A CP continues to invest three quarters of its funding in less gmablo
regions (and cohesion countries);

A CP has increased its investments in EOGarbon Economy and
employment;

A has now a stronger link with other EU objectives (for example, the
increase in energy investments);

197 Jerzy Pienkowski and Peter Berkowitz, ibid.

18 Jerzy Pienkowski and Peter Berkowitz, ibid.

19 EU Regional Policy 200@020: Shifting in Economic Priorities? Alexandros Karvounis, European
Commission, DG Regional and UrbBolicy, Belgium /[Domenico Gullo, European Commission, DG Regional
and Urban Policy, Belgium
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A Cohesion countries are investing mordrinovation and employment in
the 20142020 compared to the previous programming period,

A CP has become more coordinated at a national level compared to the past:
around half the funding (including Cohesion Fund) is allocated to national
level programmes,a$pite the fact that there are four times more regional
programmes than national of&s

Analysis and Evaluation

Kalman and Tiit§" explain that CP was initially not assigned an explicit role in
achieving Lisbon objectives, and it was operationalised to follow the objectives
of the Lisbon Strategy and Europe 2020 only from 2006 onwards. This created
expectations of on one hand promagtithe fulfilment of comprehensive Lisbon
goals, while shifting the focus of CP from traditional alleviation of regional
disparities to enhancing human resources and knowledge intensive production in
prospective competitive parts of the economy. They cmieclthat this
relationship has hardly been investigated, either in theoretical or in empirical
terms.

For example, the HERMIN modétis a mainstream macieconometric model,
where CP funding enters the model in three ways: investment in physical
infrastructure, investment in human resources and direct aid to the productive
sectors. The latter category is broken down into the three eatoral
allocations: manufacturing, market services, and (residually) agriculture. Total
aid to productive sectors is broken down further into RTD expenditure and other
direct aid.

CP intervention induces two main lotgym impacts: (1) an improved cegli
stock (in infrastructure, human resources and RTD), which benefits the
economy, as it will directly raise output in manufacturing and market services
for given inputs; (2) an increase in total factor productivity, which means that
less labour will be @eded unless output grows to offset the 16%s.

M0 Theoretically this could be a positive development, provided the national coordination defines the general
framework and the regional authorities align ito As mentioned earlier the example of the-d&hte
conditionalities application proved that this exchange between national and regional authorities was not

reciprocal.
MJudit Kalman and Marek Tiits, fiCoor di nieyt Bheir Pol i ci
Rel ationship and i mpact on Me nrtb Feebruang 20453 (@lsstbact.Book: f r om

AChall enges for the-2N€wo0ohesion Policy 2014

M2 Analysis of the Impact of Cohesion Polidy A note explaining the HERMIMased simulations,
Bradley/Untiedt/Mitze (May 2007) and A CregSountry Impact Assessment of EU Cohesion Policy, Applying
the Cohesion System of HERMIN Models, Gakova/Grigony/Monfort (2009)

13 Source: A series of short papers on regional research and indicators prodtitedbgctorateGeneral for
Regional Policy. A Cros€ountry Impact Assessment of EU Cohesion Policy, Brussels 2009
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In 2007, HERMIN was used to model the overall effects of CP interventions for
the programme periods 20@006 and 2002013, together with a post
Implementation phase out to year 2020, which showed a sipatéern for all
countries and regions, with the positive impacts on GDP during the
implementation years being considerably higher than during the- post
implementation phase. However, the large impact on GDP could not be
necessarily attributed to efficiensel of the CP funds.

Such an exercise was performed again in 2009, with somehow different
conclusions: The analysis suggested that European CP has botlastdang

term effects. The first mostly takes place during the implementation period:
investmentsfinanced by the Policy increase domestic demand for goods and
services, leading to increased production, additional employment and higher
income. This in turn generates additional demand. More permanentelong
effects are due to the increase and improent in the stocks of capital in
infrastructure, human resources and RTD. This raises productivity and produces
a longterm increase in output. However, the impact of European CP varies
significantly from one country to the next. Such variations are lgnakplained

by differences in the amount of resources transferred from the Community
budget, the structure of national economies, the kind of investments chosen, and
the timeliness of programme implementatién

Contrary to HERMIN and other models thawvbdeen previously used to assess
the impact of CP, such as "Quest", the Rhomolo model is a regional model
which incorporates several elements borrowed from economic geography. These
features allow taking into account spiNer effects which are due to
interregional trade linkages as well as to the spatial dissemination of technology
through wellknown processes of diffusion and imitation. It allows taking stock

of the fact that CP interventions typically have an impact not only in the region
where they a implemented but also in other regions.

A study conducted by means of the Rhomolo modélas found that the
geographical distribution of the observed impact reflects in the first instance the
fact that regions located in Eastern and Central Europe &ssval number of
regions in Southern Europe reap the largest benefits from CP. This is explained
not only by the fact that these regions typically receive large shares of the CP
resources, but also by the fact that they lag behind in terms of infrasgéquctur
human resources and technology implying investment in these fields being
particularly productive. This also explains why the size of the impact of some

MoAnalysis of the i mpamote exflaining ahe eHERMHh a sReadl i <iymul at i o
Bradley/Untiedt/Mitze (May 2007)

15 Assesig the Impact of Cohesion Policy Programmes 2P020: What does Rhomolo tell us?, D'Artis

Kancs, European CommissierDG Joint Research Centre, SPAIN / Philippe Monfort and Alexandra Rillaers,
European CommissianDG for Regional and Urban Policy
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types of expenditure can vary considerably across regions which is particularly
true for investmentn infrastructure. Indeed, this type of investment displays a
much higher rate of return in the lagging regions compared to more
economically advanced regions. This corroborates the pertinence of the current
CP orientation according to which lagging regiom®ntrary to the more
developed ones, are not prevented from allocating an important share of their CP
resources to infrastructure.

Pi e K ows ki a‘h rdvien@ approximately 20 academic papers
which make use of econometric methods to analyse thmadmof CP on
economic growth and convergence, and assessed their relevance as a theoretical
framework from a policymaker's perspective.

Their first conclusion is that in almost all cases, policy intervention remains
significantly underspecified, as mast the studies are based on a neoclassical
growth model, albeit substantially enriched (e.g. despite the fact that spatial
econometric methods have been used to captureosgitl effects between
regions, or that progress has been made on the ieSuendgeneity of
variables).

This shortcoming raises the question about the possible usefulness of impact
analysis (i.e. trying to approach cawmwleffect questions by means of
counterf act ua lacanpaadorybetween what lacutlly happenedi
andwhat would have happened in the absence of the intervérijibn

A second shortcoming regards the poor data used for analysis, as only a small
number of studies were found using good quality and consistent data series for
analysis. A new databasemmissioned by DG REGIO (ERDF and CF projects

in 20072013, broken down by NUTS3 and by 86 priority themesypected to

be publicly available at the end of 2015ay alleviate this shortcoming. Even

so, many of the studies do not apply the actual atsoah transfers in the
regressions, but a dummy variable indicating whether a given region receives
CP transfers or not, or make strong assumptions about the distribution of
resources which do not correspond to eeglenditure at regional level.

Athirdpoi nt rai sed by PieEowski and Be
econometric analysis and the conclusions for CP drawn by these studies. Most

of the studies focus on the details of their econometric methodology and on the
statistical robustness of the rédsu At the same time, the complex economic
mechanisms behind these relationships are not sufficiently investigated nor

18 Econometric Assessments of Cohesion Policy Growth Effe¢étsw to make them more relevant for policy
makers? Jerzy PieE&owski, Peter Berkowitz (European (
17 White, H. (2006) Impact Evaluation: The Experience hef tndependent Evaluation Group of the World

Bank, World Bank, Washington, D.C., p. 3
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explained. This leads to oversimplified and sometimes contradictory suggestions
for CP.

They suggest that the scope of the regressmalysis could be broader, to
include the impact of CP per MS (including new MS) and groups of regions, the
impact of main expenditure categories (infrastructure, human capital, business
support, etc.), as well as the existence of convergence clubs anerigJth
regions.

Finally, they stress the need for the scope of the econometric analysis to be
expanded beyond the use of GDP as the sole dependent variable, and to cover
the impact of CP on other key variables of Europe 2020 strategy: employment,
innovation energy efficiency, combating poverty, etc.

Annoni and Monfort'® remind us that development and growth theory have
improved our understanding of how economies develop in time by identifying
key factors driving economic growth. The accumulation of phlysiagpital,
human capital and technological progress are often mentioned as the main
engines of growth. Together with a favourable business environment, good
governance, a wellleveloped infrastructure and sufficient public health care,
they determine thegee at which economies develop. However, understanding
what triggers economic growth at the regional level is particularly challenging
due to the lack of reliable data and the complex interaction between the
evolution of statistical indicators and observieends of economic growth. This
complexity is also highlighted by the fact that many less developed regions have
benefited from high levels of cohesion funding over a long period of time
without a significant improvement of their comparative economiatssto. This

has triggered many questions about the effectiveness of EUC@GE should not
forget that the performance of the European CP was found unsatisfactory by the
"Barca report” in 20009.

In order to develop a new perspective of the key drivers boosting / limiting
economic development in EU regions, Annoni and Monfort applied a non
parametric statistical approach to analyse a series of indicators (such as
accessibility, human capital, innation potential, quality of governance etc.) in
given subsets of EU regions. Their aim was to partially address weaknesses of
previous methodologies (e.g. rbnearities, reverse causation, heterogeneity vs.
homogeneity, etc.) and to take into actual ssderation dichotomies such as
“less vs. more developed regions".

Indeed, their preliminary analysis establishes that not all regions behave in the
same way in terms of growth patterns, as are there substantial differences

18 Analysing the main factors of regional economic growth: Implications for EU Cohesion policy, Paola Annoni
and Philippe Monfort, European Commission, DG REGIO, Belgium
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between, for example, regions &ed in the old EU members (El5) and the

ones located in countries which joined the EU more recently-1{&U
Furthermore, they have indicated that the crisis changed the relative importance
of the determinants of growth, and hence it is necessaryitdlsptime period

into two periods to better describe the-@ard post2008 scenarios.

Finally, their research includes a comparison of factors of economic growth
(mostly at the regional level) that frequently identified in the academic
literature:

Ketterer (2014) Institutions

Ostry et al., IMF (2014); Cingano, .

OECD (2014) Inequality

Rodrigez-Pose and Garcilazo (2013) Institutions, human capital, infrastructure (all regions model)

GDP_capita, capital city, human capital, physical capital, spatial spill-

Crespo-Cuaresma et al. (2011, 2014)
overs

Barro and Sala-i-Martin (1995);
Boldrin and Canova (2001);
Puigcerver and Penalver (2007)

Baumont et al. (2002); Le Gallo et al.

GDP_capita

Spatial spill-overs

(2003)

Egger and Pfaffermayr (2006) Spatial spill-overs, sectoral composition of GVA
Cheshire and Mangrini (2000) Human capital

Bandinger and Tondl (2002) Physical capital, human capital

Fingleton (2001) Urbanization, periphery, technology, Spatial spill-overs

Interestingly, the provisional results of Annoni's and Monfort's statistical
analysis indicate that factors which seem to influence economic growth in the
EU regions are "low educated workforce"; "institutions"; "public debt"; "net
foreign assets"; "stagef development®. On the other hand, "urban areas";
"unemployment”; "employment”; "research & innovation”, do not seem to be
statistically relevant in explaining economic growth. Finally, the effect of
"highly educated workforce" and "infrastructure" is l@ac.

Social Cohesion

The concept of social cohesion

Social Cohesion can be viewed as a characteristic of a society dealing with the
connections and relations between societal units such as individuals, groups,
associations as well as territorial urlits.

119 BergerSchmitt, Regina, EU Reporting Working Paper No.14, Social Cohesion as an aspect of quality of
societies. Concept and Measurement. Mannheim.2000
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It could be argued that the terms cohesion and group are tautological; if a group
exists, it must be cohesive to some degree. There are some fresh approaches to
theorizing and studying cohesion using social network analysis. This approach is
appealing beause it stresses the patterns of social ties and network connections
that are conducive to different degrees of cohesiveness irrespective of group

sizel®

On the other hand, a challenge for the study of social cohesion at the EU level is
t h adefinitibns of cohesiveness have evolved over time and become more
specific and the concept has become fragmented and specialized, which is
reflected in the diverse instruments used to measure it. Issues of the
measurement of cohesiveness differ in small and in lgrgaps. Because of the
complexities of assessing cohesiveness most attention has been given to small

group cohesiod'*

Woolley*?* proposes three ways to define social cohesion. (1) Social exclusion
has to be absent; (2) interactions and connections aed bassocial capital; (3)
shared values and communities of interpretation are based on group identity.
Interestingly, one of the EU CP 11 thematic objectives of supporting growth for
the period 2014020 is "promotion of social inclusion, combat @vprty and

any discrimination”.

The EU adopts a slightly different approach on social cohesion. In accordance
wi t h Art i c lthe ESF shbiHdEadke ifitc@account requirements linked
to the promotion of a high level of employment, the guarantee of adequte so
protection, the fight against social exclusion, and a high level of education,
training and protection of human headth'*>. Hence it focuses on prerequisites
for enabling individuals to enjoy social inclusion, have means to be interactive
and then exmlit and acquire social capital. Means of measuring social cohesion
are hence more suitable for measuring the impact of Sociah€f3ures, e.g.
through the ESF.

One of the key challenges for the social and economic policy of the European
Union will be tosupport the MS in a way that they can be-gctive on the
changing conditions that can (and will) culminate into crises (e.g. related to
demography and social security) and at the same time to avoid growth paths
(politically tempting due to quick returnsyvhere according to the OECDH

120The concept of social cohesion, Springer Science+Business Media, LLC 2009

21 The Conceptof Socidohesi on, in AThe Group Effect: Social Coh
Springer Science+Business Media, LLC 2009

22woolley, F, 1998

123 Council Decision of 21 October 2010 on guidelines for the employment policies of the Member States

124 perspetives on Global Development 2012: Social Cohesion in a Shifting World, OECD, 2011
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social inequalities are wide, exclusion widespread, hence being unlikely to prove
sustainable.

According to Gorzelak® fithe essence of social cohesion is to strive to
eliminate barriers in horizontal and vertical mobilityhigh in effect will ensure
possibilities for overcoming disparities in the level of education, career and
status advancement, and unrestricted movement within and between the EU MS.
Strengthening social cohesion is assisted by social solidarity and the re
distributory functions of public authorities at various lewels

Certain exponents of social and economic sciences, as well as politicians dealing
with social and economic issues, have been basing their efforts on optimization
of income distribution andfdhe conditions necessary in limiting poverty and
preventing its spread. Nevertheless, placing too much emphasis on
compensatory social policy and on income equalising may turn out to be acting
against effectiveness and against motivation.

J a T wi®Esttknipts to demonstrate a relationship between income
diversification at national scale (according to the Gini coefficient) and social
cohesion level (according to income quintile share ratio) in theqoizss years
(2007%2012) with modest success.

Moreover, MedveBalint'*’ argues that EU funds may actually contribute to

rising regional disparities, as exemplified in Eastern Europe. He examines the
economic and political mechanisms of fund distribution in Hungary and Poland,

and concludes that: (a) threlatively more developed localities and regions
(those with greater own resources and higher absorption capacity) may secure
more EU grants, thereby contribute to rising irgional inequality; and (b)

fund distributi on ma yicalmpreférénees (this méyde i n c |
even more salient in centralized fund management systems).

Of course, social inclusion (and cohesion) go beyond material deprivation. Hoff
and Vrooman (2011) developed a definition of social exclusion which
emphasises espgally the multidimensionality of the conceptS&meone is
socially excluded if there is a deficiency in at least two of the following domains:
material deprivation, social participation, access to social rights/institutions
and normative integratidn

Gorzelak, G. (2010). Facts and Myths of Regional De
2010.

126 Changes in Social Cohesion in the Member States oEthen Crisis Conditions, Ireneusz Jazwinski,

University of Szczecin, Poland

127 supporting the rich and politically loyal: How the structural funds may contribute to rising regional disparities

in Eastern Europe, Gergo/Medialint, Hungarian Academy of &mnces, Hingary.
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Further underlining this point, Dahrendtffdefines a social cohesive society as

a society pr eve n Bacial gohesioncconzes in te desdrihesi o n
society which offers opportunities to all its members within a framework of
accepted values and iitsitions. Such a society is therefore one of inclusion.
People belong; they are not allowed to be excludéd

In anticipation of an unstable future marked by crises, the way forward may
indeed need to be rather based on the wider concept of social inclusion. As
explained by Coumans&Sme#tsocial inclusion is an overarching concept that

Is linked to various otheromcepts, such as human capital, social capital, social
cohesion, wetbeing, and freedom from poverty (ECLAC 2007; Boarini and
Fron 2013). It is also often connected to social protection and social security in
order to relate inclusiveness to specific drsv such as basic needs, adequate
iIncome, income security, access to health care, access to services, social justice,
and political and social participation (Babajanian and Hatpmker 2012;
Behrendt and Bonnet 2013). Inclusive policies are often targatadeduction

of poverty, material deprivation, and low work intensity (Eurostat 2012),
focussing on socially vulnerable groups, such as migrants, the homeless and the
most lowly educated (Ramot 2013; Bimaand Fron 2013).

In 2009 in the Barca Repoft n An Agenda for a Refor
I ndi cAaremarttablé lack of political and policy debate on results in terms

of the wellbeing of people, at both local and EU level, most of the attention
being focused on financial absorption and irregulariiies

Wauters®® explores to what extent the EU regulation for the new ESIF
programming period 2012020 can be expected to contribute to citizen -well

being by means of thegsoal | ed Aresultso orientati
outputs, counterfactual impactvaluation and a performance reserve. He
provides an overview of approaches that hold great potential for reorienting
ESIF towards increasing wdllei ng, not abl vy Jocel yne
Synthesis approach as well as Vanguards systems thinking and Fietigin

Centered Design approaches such as used by MINDLAB in Denmark. Finally,

he makes recommendations as to how ESIF authorities can and should rethink
their own systems within the constraints of the regulations.

A remarkable difference between the ESfe @ahe other Funds (ERDF, CF) is
the fact t hat Aresul tso ar e measur ed

128 Dahrendorf, Ralf et. al. 1995

129 The Socially Excluded in the Netherlands: The Development of an Overall Index, Moniek Coumans & Hans
Schmeets

oWhere dibdeitnhge gwe liln ESI F?0, Benedict Wawetrdés, ESF
February 2015 (Abstract Book: ncCRakbempges for the Neyv
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capabilities and opportunitif® i nstead of abstract th
investment in R&D commonly used in ERDF). This fact combineth \the

easily communicable lines of action on employability and employment, social
care, education and public health, make measures related to social cohesion
extremely appealing, despite doubts on effect and limitations e.g. through
selectian bias expresed further above.

Territorial Cohesion

Although territorial cohesion formally became a shared competence only with
the ratification of the Lisbon Treaty, academic and policy discourse has long
been preoccupied with the concept. One can distindue$iveen two debates
around territorial cohesion that took place in the late 1990s and the 2000s and
that feed into each other: the spatial planning debate and CP tébate.

The spatial planning debate originated from the perception that many EU
policies had unintended territorial impacts that had to be assessed and
coordinated at EU level, while the notion of accessibility provided for one more
relevant concept.

Building on this basis, the Directorate General Regional Policy began to present
territorial cotesion as a natural component of CP, something that became
evident in its second Cohesion Report. As a result, territorial cohesion was often

|l i nked with Dbalancing regional di spar
development potentials (Doucet, 2687 Jouen, 2008%. Particular emphasis

was placed on geographicalliystinct territories, notably mountainous, coastal

and island regions but also special types of regions such as border regions or
sparsely populated areas (Monfort, 2069)

The regions othe European Union have been all eligible for CP support, with
different objectives and different fund involvement, mostly depending on their
development level and especially the levels of GDP per capita which is the main
variable differentiating betweenowgvergence, competitiveness and phasing
infout regions (in programming period 2003) and less developed, transition
and more developed regions (in programming period -20)4

Blsee for example Common Result Indicators in Annex |
132 Economic & Social Cohesion in the Economic Policies of Member States:Répart, EPRC and Euroreg,
November 2010

¥Doucet, P. (2007) 6Coh®si oinL at egrersittactriioanl ea nbd gluétU ndidoum
politiquebéd, Les Cafilers de | " Urbanisme, 64, 6
¥Jouen, M. (2008) o6Ter rtiot prriacxlt i Celbe s iNort :r. eF rEum otptee dProyl
%De Michelis, N. and Monfort, P. (2008) 6Some refl
European cohesiaoan policyé, DG Regi oo
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However, beyond GDP per capita, the regions of the EU are also extremely
different in structural terms, and especially they are characterized by very
different systems of territorial assets of economic, cultural, social and
environmental nature. These elements, included under the comprehensive
concept of territorial capital, repest the development potential of places. In

the words of the EU Commission itself, the regional endowments of territorial
capital rai se r el ev aeath regionl has & specificp | | ¢
Oterritorial capital 6 t heastandigsneratasat i nc
higher return for specific kinds of investments than for others, since these are
better suited to the area and use its assets and potential more efféctively
(European Commission, 2005, p. 1).

The regional endowment of territoriaapital is therefore a factor which is an
important determinant of regional growth, and also of the expected impact of CP
at regional level, on the basis of two mechanisms: on one hand, the endowment
of territorial capital can act as a filter, so that witaa abundant it can facilitate

and enhance the impact of policies devoted to growth, while when scarce it can
hamper the policy impact.

For example it is more impactful on growth to invest in transport infrastructure
in core areas, where this can heigercoming congestion, or in peripheral areas,
where it may help providing a minimum level of accessibility (albeit with lower
returns on investment). Similarly investments in education and training provide
more growth in intermediate areas, where it calp lupgrading the industrial
structure to the upper level, or in areas which are already endowed of it due to
increasing returns®

On the other hand, CP, being devoted to building territorial structural assets, can
help building territorial capital, whicim the long run will be able to enhance the
regional growth rate.

Additionally, it is not a matter of how much, but also of which territorial capital
assets are available in the regions.

In the discussion on the CP for the new funding period (2M4uided by a
Common Strategic Framework and thematic concentrations for an integrated
approach to territorial development has also been included, e.g. through
Communityled Local Development, Integrated Territorial Investments (ITIs)
and sustainable urban \adopment, among various policy ideas and themes,

136 Territorial Capital and the Impact of European Cohesion Policy, Ugtedfrand Giovanni Perucca,
Politecnico di Milano, taly.
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under territorial cohesion. However the specifics for achieving treaty objectives
are near general and in some ca&ases can

In any case the territorial cohesion challewga be summarised as such: How
to support agglomeratietiependent necessary economic growth on the one
hand while achieving more balanced development foitdeal cohesion on the
other.

Here there is hardly a satisfying answer, the Europe 2020 stnaksgy to the

territorial cohesion (TC) objective as the means to achieve improved global
competitiveness (the Lisbon priority) through inclusive growth. At the same
time the Territor ipolcy efayte shaul costtibateé ®s t h
reducing tke strong territorial polarization of economic performance, avoiding

large regional disparities in the European territory by addressing bottlenecks to
growth in line with Europe 2020 Strategy

Hence different typologies of CP are more effective underifgpéerritorial

capital conditions. Loosely based on the Camagni Taxonomy Model, the choices
oscillate between hard and soft investments of different rivalry grades and based
on the initial endowment with territorial capital.

|l n a fnut s h eosek of this ceport, tthie éollowing ragpects will be
considered in the next chapter:

A For economic cohesion, the different approaches of thelassical, new
economic geography paradigm and the Keynesian paradigm will be
compared;

A For social cohesion@human resources devel opme
on employment, social care and education, as the mean to the ultimate
goal of social cohesion, will be used;

A For territorial cohesion a taxonomical model of richly and poorly
endowed regions with differentlaquacy for soft and hard investments of
different rivalry grades (implying that soft and rivalry investments have
higher returns in richly endowed regions, whereas thesfgapplies in
poorer areas).

BATerritorial Cohesiond in the emerging economic (e
University, The Netherlands
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3.4 Sectorial Policies and Policy reactions

| n fAFTunteur e of Cohesion policy, Fi nal
policies, their role in CP, trends and territorial implicaiowere identified.

These were:

A Environment, climate change adaptation, 4oavbon economy and
resource efficiency

~

A Labourmarket and social policies, health care

~

A Education and qualification
A Research and Innovation
A Network development and infrastructure

A SME policy.

Building on the two selected scenarios and their underlying and partially
contradictory orientationgefficiency vs. equality) it would be attempted to
illustrate different action options per sectorial policy and scientific mainstream.
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Tablel0.Scenari o Ainstability but resource abundancebo
Scenario: Alnstability but resource abundanceo
Network
Sectorial Policy Environment Labour Market Social Policies Education Research and development SME policy
etc. and Health Innovation and
Infrastructure
Economic necclassical| Investments for, Highest Reduction of Education should | Research and | Concentration | Deregulation
Cohesion paradigm resource physical scope and focus on providing | Innovation of infrastructure
exploitation mobility of budget of Socia| practical skills on a should be left | expansion in
should be labour forces | Policies and clear demand to the Market | high growth
focused on will be sought | Health, shift driven fashion areas focusing
areas with high towar ds on the internal
Rol, There is Peaceo channels
an incentive
and an
opportunity
(due to
geopolitical
instability) to
pledge for
deregulation
and
externalisation
of effects (ie.
curtailingthe
polluter pays
principle).
new Introduction of | Coordinated | Innovation to Flexibilisation of | Guidance of | Concentration | Provision of
economic fiscar ci|flowsoflabour| provide high education offering | research and | of infrastructure| investment for
geography | for resource forces. level services in| per region. innovation & a| expansion in stabilisation of
paradigm rich but less an mean to disadvantaged | export oriented
favoured areas unconventional overcome areas and/or areas
manner (e.g. disparities alternative
advanced PHC) routes




Scenario: fAlnstability but resource abundancebo
Keynesian | Investmentin | Reduced Social Path dependency i| Guidance of | Infrastructure | Investment in
paradigm resource physical Infrastructure | favour of education research and | expansion to important
exploitation mobility of expansion to streams serving innovation to | achieve industries to
consideing labour forces | achieve established support main | common generate
external effectg is desired common industries industries standards Afdomestic
standards especially on chains
existing strong
hubs
Social Human Partial Regulation of | Expansion of | Emphasis on entry| Emphasis on | Emphasis on Support for
Cohesion Resources | emphasisn the labour services and opportunities for | social Asoft entrepreneurship ir]
Developmen| environmental | market through benefits for disadvantaged innovationand| i nf r a st [ the nonbasic
t approach | protection as a| certifications | residents, groups entry sector
Airight etc. demarcation for opportunities
accesso inewcom for
non-monetary disadvantaged
values groups
Territorial Richly Partial Avoidance of | Exploitation of | Emphasis on Support for Invegments in | Support schemes i
Cohesion endowed emphasis in agglomeration | synergies advanced skills for| advanced flows and high added value
region environmental | disadvantages the innovation demand processing and
protection as | for labour tertiary/quaternary | (product and | management | focus on innovatiorn
location asset | market sector co-operations) | along with and IPR protection
network
expansion
Poorly Investments in | Attraction of Innovation to Provision on Support for Infragructure Investments and
endowed fires our|highskils provide high practical skills to | basic expansion to support to
region di str i bjlabour level services in be used in the innovation achieve resourceintensive
mechanisms an region (process and | acceptable leve| industries in the
with emphasis unconventional marketing) of services and | basic sector
ongovernance manner (e.g. also security

aspects

advanced PHC)

monitoring




In the case of theenvironment, economic CP could be understood as an
optimised exploitation of resources to increase standards of livings, assuming
that geopolitical instability might make remote resources inaccessible. While
this could be an argument pro alternative renewable energyexpected that

security concerns could prevail making lignite and nuclear power politically
viable. Neeaclassical and Keynesian approaches might fare similar in focusing

on exploitation of natur al resources,
investment and to the extent that externalities are compensated. New economic
geography might twyltad eidot codnpee san i :
will either provide a return to the area containing the resources and/or extend the
period of expldiation by harnessing demand. Social cohesion might put
emphasis on providing a counterbalance to the pursuits of the economic CP by
trying to smcmuetartyhoe vianloune s of the e
cohesion will follow to a certain extent econonf@® albeit balancing the
exploitation and the preservation of the environmental assets in a sense of
sustainability. In the case of richly endowed areas the focus might be more on
preservation, in less favoured areas in sustainable R@e&y responsein

general however will focus on exploiting natural resources by infrastructure
investments (e.g. directly on transportation or indirectly on extraction and
processing), although the protecti@vel might be lower than today.

In the case of théabour market, economic CP sets on labour mobility. The
differences are mainly in the level of regulation, Hotassics being for
deregulation, while the others pursue a guided approaches based on the needs of
regions or industries. In this scenario of global insigii can be assumed that
migrant flows will be strong and attracted by affluent EU regions. Social policy
thus will also try to guide access to employment (and limit it in case of
foreigners) through accreditation and certification. Territorial Cohesidin
attempt to stronger guide incoming flows either to avoid deterioration of the
territorial capital or to upgrade iPolicy responsein the labour market will
follow a similar pattern to the current CP but with a stronger emphasis on
regulation and cdrol.

Social policies and healthwill be affected by the way social infrastructure is
provided. In economic policy it will be dealt as a necessary evil. In the case of a
neoclassical approach it will serve the need to keep the labour force operational
and content, alas less proactive.eThther two paradigms might focus on
providing for the achievement of certain standards. Social cohesion will focus

on the management of services and the need to accommodate refugees and
mi grants I n a sustainable way.arTerr.i
operation either by exploiting existing structures or by trying to be innovative
with flexible structures. In genergbolicy response must become more
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innovative and reinvent itself in order to accommodate changing andyheav
fragmented types of dema.

Education and closely related research and innovatiopolicy are considered

to be serving economic CP. While the neoclassical school rejects public
intervention, new economic geography and Keynesian policy approve it; in the
first case a flexible regnhally-adapted offering is considered where education
and innovations are means to an end, whereas the latter sees them as
intermediate products. For social cohesion education and research and
innovation serve mainly the right for people to be includedaaiety through
knowledge, income and stability. Hence its priority is in just access to their
offerings and benefits. Territorial cohesion emphasizes on providing the right
mix of education and innovation support according to the endowment with
territorid capital; high end in the richer areas, applicatioiented in the poorer.
Policy responsewill have to change, on the one hand in order to attract people
for education, research and innovation fleeing from geopolitical instability while
competing with ther global areas (e.g. USA) and on the other hand in adapting
to the potential and needs of regions the way the RIS3 approach has started,
since geopolitical instability will also influence logigichains and potential
markets.

While transportation and energy network development and infrastructure

will still absorb substantial funds, its orientation will change. Resources
abundance will favour road transport (making poor tonnage/energy ratios less
crucial while road transport retains its flexibility)puwever transport hubs in the
periphery will have to be multimodal and protected against threats rising from
the very geopalical instability. In the field of economic cohesion there will be

two main positions, one of strengthening the strong and oneppbsing the

weak; geopolitical instability however might prove more beneficial for new,
alternative routes and modes of access, especially shipping. In the field of social
cohesi on the focus wi | | be on Asoft
connectvt y t o existing fAhard infrastructu
invest more on flowand demangnanagement along with network expansion in

the central areas, in order to avoid agglomeration disadvantages. In areas with
less territorial capital (assing that these are peripheral) investment will be in
infrastructure expansion to achieve acceptable level of services but also in
securing supply chains and monitoring for secuRiylicy responsewill deviate

from its current form in the sense thawitll become more specific; instead of
providing for basic technical infrastructure, it will have to provide for
multimodal and alternative roes and also for security.

In the sector oSME and entrepreneurship economic cohesion will have to
catchup expat oriented industries and areas due to the loss of markets. This
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might either be left to the forces of creative destruction or be addressed through
territorial and sectoral programmes, aiming at the substitution of demand in the
short term or at rerienfation in the mieterm. Social cohesion might channel
resources for alternative entrepreneurship in thebasic sector, where skills

and capital level might be less demanding. Territorial cohesion will have to
modify its support, retaining a similar appah to the current in better regions,

l.e. supporting high added value processing and focus on innovation and IPR
protection but also in investing in resouingensive industries in the basic
sector to substitute for loss of markets and suppliRwlcy responsewill have

to emphasize stronger on satisfying the domestic EU market (assuming that pro
austerity policies are weakened in order to sustain demand in an ageing Europe).
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TablellLScenari o Ainstability and resource scarcityo
Scenario: Ainstability and resource scarcityo
. Network
. . Environment Labour Squal . Research ang development .
Sectorial Policy Policies and Education . SME policy
etc. Market Innovation and
Health
Infrastructure
Economic | neoclassical | Emphasis on | Highest Shift towards | Education should | Research and Stronger Deregulation
Cohesion | paradigm optimisation | physical fi's e cur | focuson providing | Innovation concentration
through mobility of pol i ci |practical skillson g should be left| of
maximising labour forces clear demand to the Market | infrastructure
the will be sought driven fashion expansion in
externalisation high growth
of effects areas
through
deregulation
new Emphasis on | Emphasis on | Strengthening Reorientation Orientation of| Smart Support for local
economic optimisation, | endogenous | of the towards managing| research and | infrastructure | value chains
geography | efficiency and | development | autonomous | decline innovation on | downszing
paradigm innovation sector sustainability
and
independence
Keynesian Emphasis on | Emphasis on | Infrastructure| Stateguided Orientation of | Infrastructure | Investment in
paradigm securing employment | maintenance | orientation to servg research and | maintenance to| industries re
supply chains | opportunities | to retain important innovation on | retain common | orientation
and flows common industries resource standards
standards efficiency
Social human Emphasis on | Introduction | Social Emphasis on entry| Emphasis on | Emphasison |Emp hasi s
Cohesion | resources socially just of alternative | Innovation, | opportunities for | social smart commer Cci &
development| provision of employment, | Strengthening disadvantaged innovation management of and alternative
approach ecosystm mainstreaming of the groups and entry isoft incomes
services of parttime autonomous opportunities |i nf r ast
jobs sector for
disadvantage(
groups




Scenario: fRAinstability and resource scarcityo
Territorial | Richly Strong Securing Social Emphasis on Support for | Investments Support for
Cohesion | endowed emphasis in | status quo Innovation, | management, open and innovation | services towards
region environmental Strengthening mediation etc. innovation i n @ ne e|thesociety
protection as of the andshared |managem
location and autonomous approaches
production sector
asset
Poorly Emphasis on | Emphasis on | Orientation |E mp h a s i s | Supportfor | Smat Support for
endowed sustainableus( il i v e | i| on serving commer ci g basic infrastructure | services towards
region rather than the need innovation downsizing the primary sector
employment | rather than (process and
the demand marketing)




In the case of thenvironment, economic CP will have to face the diminishing

of resources, the increase of negative externalities and the degradation of the
environment and the ecosystem services, especially under -alassal
regime. Hence economic policy should be driven byaeling, optimisation,
resource efficiency and innovation. Social policy will have to focus on enabling
equal access to ecosystem services. In a territorial sense stronger areas will have
to protect their environmental assets as a location and productiet) asile
weaker areas will have to emphasize on sustainable use and recycling to be able
to retain some absolute advantadg®olicy responseoverall will have to
emphasize stronger than today in resources security of supphgfferency

and protectiorand risk managemenit

In the case of theéabour market, economic CP will have to deal with labour
stability. While neeclassical supporters might see an advantage in terms of
global competitiveness, there might be limited access to markets to be
competitve. Migrant flows and demand decline might lead to oversupply of
labourers, hence leading to tensions. Economic cohesion will have to secure
endogenous employment opportunities, especially in the service sector. At the
same time social policy will havetbepart from dAaful |l e mp |
and focus on alternative employment increasing resilience. At the territorial
cohesion field, stronger areas will try to defend their status quo on the labour
market, eventually being able to displace others. Weakeass will have to
refocus on Alivelihoodso rather & han e
commercialisation path$olicy responseas a whole will be placed in front of

big challenges, having to-ajust its objectives, its tools and its vargtion of
whatlabour market inclusion means.

Social policies and healthwill undergo a similar experience as the labour

mar ket , al beit wi t h hi gher Il ntensity
contributions. Financial crisis, migration and instability hmitead to cries for a
reduction of MAsoci al serviceso to rel

the support for social policies remains strong they will have to undergo
substantial changes, strengthening of the autonomous and volunteer sector and
trying to retain the status quo on the infrastructure. Social innovation will have
to be brought forward, especially in stronger areas, facing lack of resources,
decline and ageing population in a scale much larger than the one experienced in
former industral areas. Weaker areas will have to depart from standards of
universal demand coverage and orientate themselves in servicing the need.
Policy responseas a whole will have to undergo a paradigm shift and invest in

1380 a certain extent this response could be valid for both scerideivertheless an important difference exists.

It is assumed that such responses need investments at the beginning and deliver higher returns in the long run; fix
costs are high in comparison to variable costs. Hence a decisive decision factor is the disedaibe applied.

I n the scenario of fiinstability but resource abunda
investments are less favourable.
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resilience and practiveness; perhaps arérunner of the things to come is the
development in the field of child care in Eastern Europe. There the system is
gradually changing from institutionalisation to individual voluntbased foster

care. Pubic authorities are reluctant to initiate chabgsed either on path
dependency or biases, although any empirical research indicated the higher
benefits and lower costs of alternative sen/ites

Education and closely related research and innovationn the realm of
economic cohesion will have to emplmsion skills dealing with resource
efficiency and decline management, sustainability and independence from
resource inputs and imports. Such an approach leads inevitably to
decentralisation, being near to the location of the resource, and short supply
chans. Social policy can play an important role in advocating community
participation and benefit, social innovation and opportunities for education and
employment. In the territorial cohesion domain the discussion could be in
establishing mechanisms on thamagement of common pools of resources and
the mediation of conflicting interests. Weaker areas will have to support open
innovation and shared infrastructure approacPRedicy responseas a whole

will move stronger in the same path it has entered, pudgmphasis on green
skills, decentralisation and innovation, open innovation and shared use of
resources; proprietary approaches and strong @oialisation will be
weakened.

Transportation and energy network development and infrastructure will

lack funds. Hence similar developments can appear as in the field of social
policies; smart infrastructure downsizing, smart management, innovation etc.
However less flexibility and possibilities exist heRalicy responsewill have

to stronger prioritise investmés but at the same time maintain some level of
connectivity guaranteeing the functionalitftbe Union.

In the sector oSME and entrepreneurship economic cohesion will have to

deal with decline and avoid strong deflationary trends and collapses in the short
term. This could mean stronger support for local value chairmjertation of
industries and adaptation of the financing sector to operaestate of decline

wit hout strangul ating the economy. So
commercialisationdo and alternative fo
stronger areas the focus can be set in supporting services for the final consumer
while in weaker regions in providing services to the primary seétolicy
responsewill have to emphasize stronger on satisfying the domestic EU market

but in an environment of weak if any growth; hence SME policy will have to
focus on small, flexible uts that can adjust their output and on flexible

¥see for example Brink A. ,Nordblom K., Wabhklfarbkerg R.,
Analysis of Swedish ChildCare Fee Reform
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entrepreneurs. This would be the miSME and the sole traders considered to
be an indicator of uretdeveloped economies nowadays.

3.5 Feasibility of policy responses

The content of this chapter was formedthe course of two workshops by the
authors using a two stage approach: a brainstorming session for an initial
screening of the reportés fingamgs t o
session for the definition of the single variable occurrencestit thresholds

exist for them since the prevalentlogicisafie x pert opiniono or

While the methodology is not bidiee it can be observed as viable approach in
the context of the report. Though iterations and the use of a fstmiatured
matrix, biases are reduter at least made transparent.

In this step possible policy responses per scenario and sectorial field are
categorised along the following lines:

A Intensity of the impact of the scenario on the sector;

A Direction (increasing atlecreasing efficiency, resp. equality);

A Reversibility of the effects if the scenario changes;

AUrgency (meaning that ur gent are t|
long time to materialise, hence in order to encounter the scenario effect,
action must béaken immediately);

A Thematic Relevance to CP;

A Extent of financial means needed;

A Likelihood of political support.

Those responses were fiUrgencyo i s hiocg

ALIi keli hood of political S upopfmantiab ar e
means neededlbetter ae furtlkedconsidered. r

140 Bernhard Schnelle (Hrsg.) (1978). "Neue Wege der Kommunikation. Spielregeln, Arbeitstechniken und
Anwendungsfalle der Metaplaviethode". Verdffentlichungen der Stiftung Gesellschaft und Unternehmen (in
German) (Konigstein/Ts.: Peter Hanstein Verlag). Heft 10.
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As can be seen by the Impact Matrix in the next pages, the policy responses put
forward are:

Afor the @f@Ainstability but resource
ARSoci al pol heiaé $ hdan and lopredte ando r k
|l nfrastructureodo and

Afor t he Ainstability and resour ce
AEnvironment o, ALabour Mar ket o, A
AEducati on and research and I nn

entrepreneus hi p o .
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Tablel12. I m

act Matrix for

t he

scenar.i

o0s Ai

nstabi

ity

but

resour ce

Sector

Scenario

Policy reaction statement

Impact of
the
scenario

Effect on
efficiency
lequality

Reversibility

Urgency

Relevance
to
Cohesion
Policy

Financial
means
necessary

Political
Support
likely

Environment

Ainst
y but
resource
abundanc
enf

Policy reaction in general however w
focus on exploitingnatural resources b
infrastructure investments, although t
protection level might be lower than today

Medium

Positive

Limited

Low

High

Low

High

Ai nst
ty and
resource

scarc

Policy response overall will have to
emphasize stronger than today in
resources security of supply, eco
efficiency and protection and risk

management.

Medium
to high

Positive

High

High

High

Medium

Medium

Ai nst
y but
resource
abundanc
en

Policy reaction in the labour market w
follow a similar pattern tdhe current but
with a stronger emphasis on regulation ¢
control.

Medium

Negative

High

Low

High

Medium

High

Ai nst
ty and
resource

scarc

Policy response as a whole will be place
in front of big challenges, having to re
adjust its objectives, its tools and its
very-notion of what labour market
inclusion means.

High

Positive

High

High

High

Medium

Medium

and Labour market

policies

Social
health

Ai nst
y but
resource
abundanc

en

In general policy response must becom
more innovative and reinvent itself in
order to accommodate changing and
heavily fragmented types of demand.

High

Neutral

Low

High

Medium

Medium

Medium

Ai nst
y and
resource

scarc

Policy response as a whole will have t
undergo a paradigm shift and invest in
resilience andpro-activeness.

High

Positive

Low

High

Medium

Medium

Medium
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Relevance

Impact of | Effect on o Financial | Political
Sector | Scenario Policy reaction statement the efficiency | Reversibility | Urgency Cohesion means | Support
scenario | /equality ; necessary| likely
Policy
c Ai n s t| Policy reaction will have to change, on t| High Positive | Medium Medium | Medium to| Medium | High
2 y but| one hand in order to attract people | high to high
g resource | education, research and innovatitheeing
= abundanc| from geopolitical instability and on th
= en other hand in adapting to the potential ¢
= needs of regions the way the RIS3 appro
o has started, since geopolitical instabil
£ will also influence logistics chains ar
3 potential markets.
e fii nst|Policy response as a whole will mov| High Positive | Low High Medium to | Medium | High
2 ty  and | stronger in the same path it has entered high to high
g resource | putting emphasis on green skills,
2 s ¢ ar c| decentralisation and innovation, open
S innovation and shared use of resources
3 proprietary approaches and strong
w commercialisation will be weakened.
= Ai ns t|Policy reaction will deviate from its| High Negative | Low High High High High
ty but | current form in the sense that it will
% resource | become more specific; instead 0
S abundan | providing for basic technical
E‘ cef infrastructure, it will have to provide for
Q multimodal and alternative routes and
3 < also for security.
xg i nst|Policy response wil have to strong High Positive | Medium Medium | High High Medium
5= |Y and| prioritises investments but at the same fti
B 8 resource | maintain some level of connectivii
2€ |scarc guaranteeing the functionality of the Unio,




Relevance

Impact of | Effect on o Financial | Political
Sector | Scenario Policy reaction statement the efficiency | Reversibility | Urgency Cohesion means | Support
scenario | /equality ; necessary| likely
Policy

Ai n s t| Policy reaction will have to emphasi] Medium | Negatve | Medium Medium | High Medium | Medium

y but | stronger on satisfying the domestic E

resource | market (assuming that piausterity policies

abundanc| are weakened in order to sustain deman

en an ageing Europe).

fii ns t|Policy response will have to emphasizl Medium | Positive | Medium High High Medium | High

ty  and | stronger on satisfying the domestic EU

resource | market but in an environment of weak if

s ¢ ar c| any growth; hence SME policy will have

SME and entrepreneurship

to focus on small flexible units that can
adjust their output and on flexible
entrepreneurs. This would be the micre
SME and the sole traders considered t(
be an indicator of underdeveloped

economies nowadays.




As a general observation the impact of the scenario is expected to be medium to
high, meaning that the developments within the scenario can trigger a policy
response. Differences are expected in those sectorial policies where the public
sector is not leadinSMESs) or where other considerations (e.g. in the labour

mar ket and the need to Adefendo the | ¢
be stronger than the impact of the scenario. The policy response is expected to
be positive on the orientationofthes nar i os; exceptions ex

but resource abundan ctern gaths and theoevolvinge st
vested interests.

The matrix shows that in both scenarios, the urgency is always at least medium
and often high with regards tol golicy fields analysed. There are only two
exceptions, where the urgency 1S cons
and | abour mar ketoé in the #Ainstabilit
relevance is also medium to high in any case scenaridoarall policy fields
analysed. The reason for these conclusions ihethe fact that the policy
response requisdo a certain point paradigm shifts in the policy delivery. While

these are not necessarily costly they need a long time to mature and are no
necessarily directly relevant to the thematic topic in the narrower sense. In the
course of preparing for the programming period 20020 this has been evident

in the way TO11 was utilised and also in the efforts to fulfil the generahtx
conditiondities and especially Nr.4 on public procurement and Nr. 7 on
statisticalsystems and result indicators.

Looking at the possible responses to those expected challenges, the likelihood of
political support is medium to high for all policy fields in any easenarios.

The financial means necessary are medium to high in both scenarios for all
policy fields except, agai n, i n the c:
and fANetwork development and I nfrastr.
Is tha policy reaction in general will focus on exploiting natural resources by
infrastructure investments, although the protection level might be lower than
today.

3.6 Policy frameworks and delivery mechanisms

In the table below a formal structured overviewfiered on the different policy
responses put forward in the former chapter and the potential delivery
mechanisms. The conclusions out of the table are summarised in the next sub
chapters.

The points of analysis are:
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A Roles of the MS and the LRAdN the delivery mechanisms of CP. Here
the assumption is that the MS will retain their strong role the
predominantly regulatory level of governance and in the coordination of
national policies. However it is assumed that successful CP will need a
strongerinvolvement of LRA. The role of the EU is considered to be the
same as nowadays as explained in the Given Conditions of the scenarios.
Actually the diminishing ability of the MS to allocate funds to the EU
means that the former will have to attain a ngrpervisor role, while the
MS and the LRA are expected to be more central

>

Related to that is the potential for area based approachArea based
approaches are characterised by being specific, integrated participatory
and flexible. Obviously such ampproach benefits from homogeneity of
the area applied. Hence the role and the lwéipa of the LRAs are
crucial.

A Building on the turn towardsesults in current CP possible result
Ai ndicatorso are outlined; t hese ad
of an LRA indicate a larger impact of an area based approach of CP;

A Regarding theGovernance quality required the distinction is made
bet ween cases where a | evel of Ago.
(i.e. doing the things right) is needed and thosses where it is necessary
t o fiedtructure or develop regions, enabling them to take full advantage
of the opportunities presented by the single matkei.e. doing the right
things.

>

Regarding the respect efjual opportunities and sustainabilitya simple
check is conducted on the potential to integrate them. Whereas
sustainability (in its environmental dimension, as defined in the CPR) is
usually well established in the delivery systems by a series of regulatory
mechanisms (e.g. through EIAs), uad| opportunities are still an
underdevelopetield.

A Taking in account that CP usually reacts to a market failure, it is still
necessary to keep in mind thativate funds can be still attracted and
strategically used via PPPs. PPPs can offer a humbadwantages in
comparison to public procurement or privatisation that should be used as a
leverage by LRAs. In this aspect the combination with high governance
guality is a condition singuanon.

41 SE 2011, p. 12
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A Last but not least, a link to the current Thematic Objectives is offered in
order to establish continuity especially regarding authorities engaged in
current CP which are expected to carry on in the future and the
implications on their structure, the detafisation and the devolution
required, if LRA are to plagn increasingly important role.
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Table13. Overview on different policy responses

Potential Governance Potential for | Related
Role of for an Results quality Respect of Respect of Mobilisation | TOs of
Policy Response|  Central Role of LRA area measurable | required at equal sustainability of private | the 2014
State based in: the LRA opportunities funds 2020
approach level investment period
Environment Regulation | Increasing role | High Resource Average to | Medium Strong Strong TOG6,
and in management, consumption | Advanced potential potentialfor | TO4,
definition of | regional and Prices PPP in utility | TO5
standards local adaptation Emissions services and
and contracting Extent of in service
natural land contracting
Labour Market | Regulation | Matching local | Medium | Persons Leaders High potential| Strong Medium TO3,
and skills and needs, employed (per potential in | TOS8,
certification | utilising public segment) terms of TO11
procurement for Stability of brokering
local working and offering
employment, relations VET
Income opportunities
Social policies | Framework | Local adaptation| Strong Level of needs| Average to | High potential| Strong Strong TOS,
and health definition of schemes, civil coverage Leaders potential for | TO9,
society Social activity PPP in TO11
stimulation, and autonomy specific
social Cost per unit services
entrepreneurshig delivered where unit
volunteers cost
organisations calculation is
possible
Education and | Regulation | Matching local | Medium | Introduced Advanced to| High potential| Medium Necessary | TO1,
research and framework | needs and innovations leaders condition TO10,
innovation definition, offerings, stimuli Innovation TO11
provision for location investments
choice, clusters, Turnover
local value changes based
chains on OSLO




Potential Governance Potential for | Related
Role of for an Results quality Respect of Respect of Mobilisation | TOs of
Policy Response, Central Role of LRA area measurable | required at equal sustainability of private | the 2014
State based in: the LRA opportunities funds 2020
approach level investment period
categories
Network Regulation | Provision, Medium | Output metrics| Developing | Low potential | Medium Strong TOZ2,
development ang specification,| maintenance, Connectivity | or better potential for | TO7,
Infrastructure provision operation of PPP in utility | TO11
services services and
in service
contracting
SME and Regulation | Matching local | Strong Nr. of SMEs | Average to | High potential| Medium Necessary | TO3,
entrepreneurship framework | needs and Financial Advanced condition TOS,
definition, offerings, stimuli resilience TO10
incentives for location Local/Regional
choice, clusters, Embedment

local value
chains




3.7 Outlook and recommendations for new Iideas and
choices of EU CP

The following paragraphs are concluding statements resulting from the scenarios
and analyses for the CP beyond 2020. They include recommendations for
policy-makers shaping the future CP.

3.7.1 Creating a less uniform regulatory framework

Asd at ed i n Ctheaspetifecities & telitoridsemust be placed in the
centre of the debate6 Thi s i mplies a more strate
the MS level and a stronger role for LRA, which is foreseen in the current 2014
2020 period. Thiseems to be a trivial conclusion, but experience in the-2007
2013 period shows that this is not the case; instead dmadelection and

i mpl ement ation of Aprojectso deriving
regional level is the norfff. In the couse of preparation for the 202020

period a lot of effort has been given to strategic programming and the approved
OPs formally do that. Experience has showed however that the delivery system
(e.g. in social and health infrastructures funds manageneiat lihe regional

level, however implementation is controlled centrally) can severely distort such
efforts in the pursuit of efficiency and absorption. Also the intervention logic
adopted by the programmes, especially the chain between -duiolst

(generc) result indicator is aign of weak LRA involvement.

For that reason a paradigm shift from
determinationo (i .e. focusing on the
means) approach i1 s good entérgichs in tGah aspeetbut CP
ends to be ambivalent, e.g. putting emphasis on programming but also pre

defining fAmajor projectso, as a guar a
in the member states wusually attain an administrative position and

under st andably prefer the fconditional
theypaylipseri ce t o fAobjective drivenodo OPs.

The experience made in the current programming period with thAnEx
Conditionalities (e.g. on regional/decentralised strategiesatecl to
Conditionality 1.1 on Innovation, 6.2 on Waste Management or 9.1 on Poverty)
could be a model to follow.

“2Compare the findings of the st udy-Udanrdevelopmdntandunder f |
Soci al i nfrastructur eopostavaluatiors. cour se of DG REGI O ex
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3.7.2 Ensuring effective and efficient use of resources

Although the need for a functioning basic infrastructure is undeniable, LRA and
MSwillhave to reconsider the urge to comp
f ocus on satisfying needs rat her t h
infrastructureo e. g. water treat ment t
frameworks still favour demarariental designs) but the biggest challenge lies

in the design and operation of labour market, social policies and education. Here
the role of the volunteer sector is expected to gain in importance. The challenge
for the LRA is refocucstiong Trhriosm wiidell ilve
effectiveness and efficiency but will also pose our implementation, monitoring

and reporting system before great challenges. Possible actions in this direction
are the definition of del i vteeir ostsfiuni t
components (the 1ISO 9001 or EMAS logic could be patterns to follow). Such an
approach is also necessary for successful PPPs. Hence such an introduction
could increase the discretionary space of an LRA dramatically. A second step is

the strongegand Acompul soryo involvement and
user s. Il n most MS Aparti ci pdaiectionalo i s
information with some alibi options for commenting. This needs to move
towardeciiceoon maki ngo.

Especially inthe area of financial control and audit theoreentation towards
needs and effects could meet resistance, especially since the regulation bodies
and the standards are focusing on preparing the infrastructure to be delivered
according to the Terms of Re#mce; path dependencies, high cost for
maintenance and expansion (e.g. in urban transport) or isolated local solutions in
areas such as RDTI infrastructures are not yet considered.

For that reason Cost Benefit Analysis and Life Cycle Assessment
Methodolayies need to be used more widely and not only for big projects (where
political vested interest can bias the result). Standardisation of models for
smaller projects and weaker LRAs are existing in some MS and should become
more widespread. However the valaf such toolsligi n t he col | ect i
datao to extract |l essons and inform
models must be used as justification ofaene decisions andot for expost
verifications.

3.7.3 Public-private partnerships and themobilisation of private
funds and investments

Immediately related to the above is the need to deliver in an environment of

gualitative governance able to define policy in an area based approach, in an
integrative manner and to measure results. However the real test of the
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governance performance wouba in the ability to attract private funds and in

the design and launch of successful PPPs. PPPs are useful when their achieving
one or more of the following aims: (1) risk sharing, (2) acquirement of know
how, (3) time gains, (4) room for financial maneein the short term and (5)
exploitation of positive opportunity costs. Such an effort demands from an LRA
to Arevolutioniseo its entire modus
strategic and operational objectives, (ii) quantify effects, (iii) dateuunits of
reference, (iv)define levels of desired quality of services going beyond
infrastructure construction and (v) impose aeaysof monitoring and feedback.

3.7.4 Governance and territorial dimension

Regarding governance and territorial dimensiariure CP can an enormous
strain on the MS delivery mechanisms, in order t@hble to cope. These must
have:

A A high governance quality at the LRA level, going beyond the level of
decentralised units of the central state. This would be easier to accomplish
in urban rather than rural areas; for that reason governance quality must
also emphasize on the ability to operate in functioa#thar than only
formal regions.

A An ability to formulate a based approathand integrate it among the
principles of CP (i.emultiannual, participatory, at the correct level and
subject to evaluation and feedback to the policy makers). This would
require also a rethinking of MLG in terms of effectiveness but also in
terms of <citizenso®d6 under st dappdtiaing ( w
relations instead of TOs and OPs) and finally acceptance. Also genuine
areabased approaches must allow for some deviation from CP
imperatives, e.g. in SouBastern Europe basic infrastructure might be

more highly praised than innovation suppddilure to understanthis

discredits CP as a whole.

>

An ability to measure effects and identify linkages to policy and budget.
This also included t-duatifigble efleatst egg. t 0o i
in terms of territorial capital. In the latter caset the absolute value but

the rehtive change are of importance.

These three elements correspond to the many replies of the stakeholders and the
participants in the survey and in the interviews. The respondents tend to
appreciate the efforts made to improve governance and reduce administrative

"3 Harfst, J, 2012, A Practitioners Guide to Area Based Development Programming, UNDP Regional Bureau for
Europe and CIS
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burden, but they generaljomplain about the remoteness of EU policy. In the
words of one respondent:

flt is a matter of growing concern that EU funding could be detaching and
Isolating itself from funding policy of MS and regions, if complexity is no longer

in any reasonable ppmmortion to the value added by the planning process. The
learning effect secured in recent decades then threatens to vanish away, to be
replaced by an overgeneralised scepticism towards strategic and results
oriented methods of funding policy. The resululddie that EU support would

no longer be perceived as a success factor, not even in the eyes of the citizens,
but rather as just another example of the alleged remoteness of the EU from
those same citizens. This must be avoided in the interests ofaroed ‘&'

According to most respondents, the governance mechanism must be improved in
the future to ensure CP is implemented in a more effective manner. This will
require investment in the capacity for strategic planning, which should be based
not only byprecisely defined objectives and accompanied by explicit indicators
and targets, to be clear and detailed actions to achieve them, because these are
the main- but not the only factors that lead to good levels of expenditure, also

in terms of effectiveess.

A stronger focus of the whole EU budget on results and performance
accompanied by simplification and removing procedures, which have little value
added in terms of policy results, will help developing and implementing
integrated projects involvingactors at different levels of the government.
Moreover, the existing instruments should complement each other and work in
integrated way.

The adequate level of administrative or in general institutional capacity will be
even more crucial when implementitige integrated projects with clear results,
at all levels of policymaking and across sectors.

In particular, simplifications are considered necessary with regards any
procedures, especially for final beneficiaries (for example in some MS SMEs are
reluctant to apply for ESIF support, if they have alternatives, due to the high
complexity and the long time needed to come to a decision) and a better
integration among available instruments of ESIF. Simplification is also needed
for projects with public procement which now cannot benefit from simplified
costs with more streamlined audit (similar to procedures in the EU level
instruments).

144 survey: Michael Heinke, State Chancellery of Saxénpalt, Germany
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According to one respondent, the administrative requirements enacted for the
iImplementation of the ESIF fail to talkecount of the objective of the reduction

of the administrative burden including for the administration itself. These have
reached the limits of any reasonable load. One focus of any reform proposal
must therefore be the reduction of administrative burohetyding not only the
design of the general requirements of structural policy but also the process
towards the implementation and execution of the individual programmes and
pr oj €lbetcambersome negotiation process between the Commission, the
MS andthe regions should be organised much less bureaucratically and much
more transparently'®’

While a placebased approach and locaflycused policies are supported by the
respondents, the involvement of too many actors and hence too many
administrative stephinders the efficiency, looking at survey results (see chapter
on MLG).

The participants of the online survey see the delivery of CP as being further
complicated with different | ayers of
purpose of the policand are more geared to ensure buy in of the national and

Il nter medi ate bodies than to ensure ef
having a consolidateBU Territorial Development fund (ETDRhat is mult

purpose, multactor (i.e. national, regionalnd local authorities being
potentially eligible) to simplify the existing delivery of EU funds. In his opinion,

the partnership principle is an nex p
An Integrated Territorial Development fursthould be develoge It should be

A mu-putpose, and entirely geared to deliver Europe 2020 priorities. The ITDF

(a single fund but that can be managed by separate DGs if that when necessary)
would not be prallocated from the outset (as the rest of CP would still do). It
rather it would be open for application by Local Authorities, provincial, regional

or national authorities or a combination of them as they see fit. So rather than
preordained geographies the partnershi

This point is shared by o¢h participants in the survey who think that MLG has
been introduced in an unnatural forced manner which often does not coincide
wi t h t h eupsMiSviays.sMany still perceive the involvement of local
actors to be lacking while it is key to effectivdipp delivery.

3.7.5 Approaches to capacity building for improved governance
at LRA-level

Capacities of LRAs in terms of staffing and budgets differ strongly across
Europe. The general points are:

15 Survey: Michael Heinke, State Chancellery of Saxénhalt, Gemany.
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Technical capacities

~

A Capacitybuilding with a view tanherent risks regarding moral hazard

A Dedicated training along the shortages reflected in audit and control
findingsi prime example is pcurement
Governance capacities

~

A Capacities for increasingly participatory approaches
A Placebased approadhcapacities at LRA level as poondition

A major point with obvious implications for the actual outcome ofi e the
limited capacities for project generation of LRAdeast favoured areas in EU
12.

Flo Clucas, counsellor of Shelton an intervievieethis study, sees in EU CP

on t he oneefthe bestgolidy instruments of Europe because it brings
peopletoexchange and on t he o tedllgrethitkaha gblica. ne e d
Especially in terms of capacity building she sees roormfprovement:

A using Cohesion funding by any particular project/programme the advice
needs t o b¥es yaumaniusethe funding ifin t he begi
not in two years. The EC shoughproacltherecipients earlier, not later.

A those regions which arin receive of cohesion funding need to have
people trained. The civil sgthatweant s
all know and understand what we are talking about. This needs to be done
by the EC. At the moment there is not much clarity about edratand

cand6t be done. There is a |l ack of p
clear advice and the MS also have a responsibility to make sure that local
regions are able to do the job. o

So far there are limited levers of the EU to interféréP 11 aml exante
conditionalities; n+3 as the ultimate enforcement lever does not cover this aspect
but rather works towards mature projec

As a conclusion capacity building at the LRA level must focus on:

1. The development of skills leged to "escaping" the constraints of public
financing and "n+3"While these constraints are well meant they usually
introduce their own logic. Topics could be multiannual planning, Public
Private Partnerships, financing instruments, revolving funds askl
management.
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2. The development of skills for strategic planning and feedback |ddpe
possible topics could be programmatic planning, decision support systems,
area based development approaches, participation, stakeholder involvement
and transparent documentation.

3. The development of skills for evaluation and interventions in thecypoli
cycle: In this section evaluation techniques, monitoring, introduction of
TQA and | SO9001 ©principles, control
orientedo audits and reporting have

3.7.6 The cost of noncohesion

Last but not least in thishapter the cost of necohesion is discussed. In the
course of the definition of the two scenarios to be analysed it was stated that:

Aln the case of #dAlnstability but res
be relevant as a policy pursuit, but it wolle largely used as a disguise
for adhoc alliances and shetigrm objectives. Its funds could be directed
towards exploitation of resources, increasing return of investment rates
and eventually leading to grower disparities thus undermining its own
stratgjic orientation.

>

I n the case of the Alnstability and
that ocohesiono could gain signifioc
could offer groups of MS / regions (such as the EU) tangible objectives
towards bettecoordination, and ultimately towards a preservation of the
quality of life their societies consider as a minimum. In contrast with
today's CP, theaisond-etreof @A cohesi ono would be
through onedi mensi onal economi coredamvel op
Aopti mi sation of scarce resources t
focus within the group of Member States / regions would,
correspondingly, shift from trying to emulate the economic orthodoxy of
disputed benchmarks of the leader(s), to attgimirsustainable synergistic
state of risk mitigation. o

The cost of the lack of a CP would be thus very different in the two scenarios. In
the Ainstability but r e sflcient,aneaniaghthatn d a n c
CP absence will accelerate somentige but will not systemically change the

modus operandi of the MS. It has been already stated that Cohesion Policy could

be used to covertly achieve other aims assuming that CP would fawbwacad
alliances and shoterm objectives. The lack thereof wilead to slower
achievement of these objectives, in the sense thatfiaamtcing source will be

absent. This will not change however the fundamental operational model.
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|l n the Ainstability and resource scar
without it MS would not be able to cope with instability AND scarcity at the

same ti me, since the Aretreato to the
relief. Hence CP would be expected to play a role which is closer to the original
conception; this rdd wi | | be accentuated by the

uncertainties. Lack of CP would thus affect fundamentally the modus operandi
in the sense that scarce resources and funds will be channelled towards
satisfaction of immediate demand and short terrefral a motley approach; the
case of policy delivery endemic in weaker areas. Hence thascegpected to

be considerable.

3.7.7 Communication of Cohesion policy

As in every other policy field, communication is of strategic importance also in
the field of CP. DG Regio therefore presents on a website the various channels
where CP is communicated and where there is communication about CP.
Examples of communication tagties from awide range of EU countries are:

A RegioNetwork(any new communication examples shall be uploaded in
the good practice section/communication)

Presentations made at INFORM network conferences

>

>

RegioStars awardsection, communication category

The issue ofstorytellingis a powerful tool to communicate in a more
persuasive and accessible way about the results of cohesion funding and
the real benefits of the policy for people (see alSpen days
communication example below)

>

There are presentations with good practice examples and the CP
communication rules i Questi ons and answer so
Regio communication website (see link in the footnote)

Furthermore the EC condugderiodic surveys on the perception of CP:

~

ACitizensd awareness and perceptions

A Crossborder Cooperation in the EfS,

Looking at the various options how to communicate, we decided to highlight
one aspect whicrsiof course mondirectional. If one wants to think about bi

148 hitp://ec.europa.eu/regional_policy/en/policy/communicationfmw
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https://www.yammer.com/regionetwork/
http://ec.europa.eu/regional_policy/en/policy/communication/inform-network/events/
http://ec.europa.eu/regional_policy/en/regio-stars-awards/
http://ec.europa.eu/regional_policy/en/conferences/telling-the-story/
http://ec.europa.eu/regional_policy/en/information/publications/reports/2015/citizens-awareness-and-perceptions-of-eu-regional-policy
http://ec.europa.eu/regional_policy/en/information/publications/reports/2015/cross-border-cooperation-in-the-eu
http://ec.europa.eu/regional_policy/en/policy/communication/how-to/

directional ways to communicate there have to be introduced certain elements of
public participation, formally structured comment templates (also for
establishing histories) and also citizens dsadue to the complexity of the
material (one needs lorigrm engagemend understand and communicate).

Practice example: Open Days 20il®pen Data Platform

The Open Days in Brussels 2015 presented an interesting discussion about a CP
open dataplatform™®’. The aim of the meeting was to present the open data
platform approach to experts and discuss on the different groups to be served
and on simple and creative ways to improve the visualisation of programme
geographies. The main narratives were:

A The often detected mismatch of programme areas, statistic areas and also
of the topology of projects and effects. Normal citizens do not search for
projects by operational programmes, they are looking for edayy
landmarks in their neighbourhood.

>

Looking at the 20142 0 2 0 Operational Programm
outputsr e s tldgit, sthe focus is on the difference between socio
economic data (e.g. Eurostat) and data on programme activities. The
question is if the common platform can lessen the @dyuiously the
geographical location of a project is a parameter but also some

I nformati on about It (budget and
standardised form is the AdAinterven
invaluable. But the problem remains, whatlaikitizen understand of the
Programme data to be included in the common platform (outputs, results,
financial data) and structured along e.g. TOs

>

When thinking about data on beneficiaries of cohesion policy funding the
discussion was on the obligationo publ i sh benefi ci ar
for transparency but also on the different approaches taken by the MS.
The CPR requires in Annex XlI a set of fields to be delivered. These data
fieldsareveryusefdnd all ow a Astory to be 1t

The discussioin the following had to answer these questions:

A Which data would you prioritise in order to track the impact of CP
funding?

A How would you present this data in an accessible, interactive and
engaging way?

147 Contributions in this example coming from Hugo Poelman (Economic Analysis Unit, DG Regjio)\\adsh
(Evaluation Unit, DG Regio) and Tony Lockett (Communication Unit, DG Regio)
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A How can we show the geography of the differgnbgrammes and
indicators in a simple and attractive manner?

The results presented different approaches on approati@mata based on the
guestions:

A Who will use the data, paying attention for providing meaningful
information to different users;

A How they are going to be accessed (e.g. data warehgumghs, smart
phone app?) and

A What are they going to be used for? (Research, inquiry, policy?).

For instance, to a citizen it is much more interesting to see location, action, a
picture, a budget or atmy that he or she can relate to. Following these
examples for future communication in CP first of all target grdupse to be
defined. These are:

citizen,

policy maker
administratoy
researcher

rowhPE

Furthermore communication needs and relevant meldannels have to be
identified.

As a third step a definition of access and actualisation rate has to be highlighted.

And as a fourth step the Athree messa
to be pointed out:

4. Where in my neighbourhood is Gi#zible?

5. How much money was invested in the project?
6. How is the measure of CP of use for me?
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