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Executive Summary

This Committee of the Regions study has been pexdiury the European
Policy Centre (EPC) under a Framework ContracthenBU budget. The paper
focuses on the Multiannual Financial Framework 20020 proposals that the
European Commission has put forward last June, andthe possible
interrelations of MFF post-2013 with Europe 202@tstgy and new economic
governance mechanisms (European Semester and &latiGteform
Programmes). Within this context, the study ingggs the risks associated to
a top-down approach and suggests mechanisms toregnthe multilevel
governance approach.

Taking Europe 2020 strategy as a central pointhef new framework, the
present paper takes a territorial perspective ialyamg the strategic and
budgetary implications of the Commission’s propssdlwo broad questions
underpin the analysis:
- How can local and regional authorities be begblved in the decision-
making and decision-shaping under the new framework
- How can we maintain a link between local and aegl objectives and
the EU strategic framework?

In order to answer the questions above, the wokrisctured into two main

parts. Firstly, an analysis of the different pieadsthe framework (MFF

proposal, Europe 2020 and European Semester) ductad, with the aim of

sketching out the possible interrelations and g@kmissing links. Particular

attention is drawn to the links between NationafodRa Programmes, the
Common Strategic Framework and Partnership Costr&scondly, the paper
focuses on how to ensure proper top-down and betjoinks among the EU,

the national and the regional level. Within thiswiext, the dynamics between
policy objectives and implementation in a multileg®vernance system are
analysed both in the budgetary and in the operaltiqne. Operational

Programmes for Structural Funds) fields.

Samples of different EU regions were used to condopirical analysis on the
main issues touched up by the paper. The choseplessamio not fulfil criteria



of representativeness, given the high heterogenéiJ regions with regard to
administrative arrangements and levels of social @aonomic development.
However, the information gathered allowed to cotetyemeasure the potential
implications of the novelties proposed in the MF#5t1p2013 proposal and by
the new economic governance mechanisms.

The overall results of the analysis allow advandimg following conclusions
and messages:

* Generally, for the new strategic (i.e. Europe 202@d Economic
Governance) and budgetary (i.e. Multiannual Fingin¢tramework)
frameworks to effectively complement each otheeréhis a clear need
for a high degree of harmonisation of national @coic policy. Although
the framework acknowledges national specificitind &arying levels of
economic development, much pressure will be putaumtries to provide
meaningful contributions to the Europe 2020 targeis to adhere to the
new economic governance provisions.

 The National Reform Programmes are likely to becameeference
document, both at EU and regional/local level. Hosve their potential
links with key instruments, such as the Partnersbimtracts, appears
weak, especially with regard to the time horizod aoope.

* The role of National Reform Programmes in setting @bjectives and
investment priorities for national territories ingd that regions and local
authorities need to be highly involved in the elation of national
strategies. LRAs have to be able to ‘upload’ tipeaferences not only at
EU level — for the MFF — but also at national level

* The new economic governance, and in particularegf@m Stability and
Growth Pact, will result into a more direct link tbhe Multiannual
Financial Framework and to the implementation of Euhds. The
possible sanction mechanism consisting in  macro@oc
conditionality is however to be strongly rejectad,it would make local
and regional authorities bear a responsibilitygeimg to national central
government.

* Regional and local governments need funding ceytand stability in
order to effectively contribute to achieve Eurof2@ objectives on the
ground. For this reasons, a suspension of fundddwoave disruptive
consequences. Moreover, stability can be grantdd ibrthere is real
coordination between long-term (i.e. Europe 2020m@on Strategic



Framework, Partnership Contracts) and short-teren National Reform
Programmes) strategies.

The Territorial Pacts put forward by the Committdehe Regions have
the potential to enhance the coordination betwedferent levels of
governments, translating Partnership Contract adbons. They could
add value in implementing partnership agreemerting out regional
development plans including programmes financeduin the EU and
national funds (or from own resources).

In order to develop a multilevel approach in thedmtary field, there is a
need for further coordination between EU, naticarad regional budgets.
The empirical analysis shows missing links at eggat and operational
level. However, the added value of enhanced coatidim needs to be
balanced out with the need for flexibility and théministrative costs of
the exercise.

The imposition ofex anteand ex postconditionality does noper se
guarantee effective spending and reduced wastenéy Moreover, the
practical implementation is fraught will difficuits linked to the
definition of the targets and the measurabilitytiod outcomes. Rather
than elaborating stricter sanction mechanisms,Gbeamission should
focus on creating a comprehensive central guidémrcanplementation,
which would incentivise and encourage engagement ftRAs.

Within the current difficult economic context, thatroduction of
‘thematic concentration’ for structural funds couldbecome
counterproductive. Regions or local authorities hhiglentify a major
impediment to growth, not included in the few tapash imposed
priorities, but for which they are struggling tadi sources of financing.
As far as priorities can be demonstrated to coumteildo Europe 2020
goals, stricter concentration would not add specialue. On the
contrary, a certain margin of flexibility in needft regions to elaborate
successful recovery and development strategies.



| ntroduction

Over the last two years, the European Union (EW) ta&ken several steps to
build up a comprehensive framework to reinforceesuigion and coordination
of economic and social policies, aiming to suppgdedmber States in getting
back to sustained economic growth. The Eurozormgschas accelerated the
need for further steps by necessitating furtherradioation of economic and
structural policies and a sustained reduction afrm&conomic imbalances.

The Europe 2020 strategy represents a key buildilogk of this new
framework, setting out the EU’'s strategic objectivén order to reach its
ambitious goals, the European Union needs to peouidelf with the
appropriate means through the Multiannual Finarertamework (MFF) 2014-
2020, as well as ensuring that Member States aenggetheir resources to the
same long-term targets. Started in January 2080'Bhropean Semester’, part
of the strengthened economic governance package, sgrves the latter
purpose, but potentially could put additional dedsmron Member States
finances. This ‘surveillance cycle’ brings togetliee existing processes under
the Stability and Growth Pact (SGP) and the Broambnémic Policy?
guidelines, including through simultaneous subroissof the stability and
convergence programmes and the National Reformr@myges (NRP).The
current proposals of strengthening both the prewergnd the corrective arms
of SGP will imply deepening fiscal coordination,datherefore a stronger
national commitment on debt reduction and defigittool.

As a result, the overall budgetary framework ag@t3 will be constituted of
several policy/strategy elements, within which EUWinding will be
Implemented. Within this context, it is necessarglarify purpose and content
of each element, and ensure overall coordinatioth participation of the
relevant stakeholders. Notwithstanding the yet @¢odeveloped nature of key
Commission proposals with regard to the future letidtne present paper aims
at outlining the interrelation between the diffdrenechanisms and making
forward-looking suggestions on how the framework wark effectively. The
results of the analysis serves as input to the Gteenof the Regions in the



drafting of its opinion on the budget proposalsjochhwill be adopted by the
temporaryAd hoccommission on the EU budget in November 2011.

Taking the Europe 2020 strategy as a central pditite new framework, this

paper takes a territorial perspective to analyse dtrategic and budgetary
dimensions of the Commission policy proposals far post-2013 Multiannual

Financial Framework. Two broad questions undetpgnvthole analysis:

- How can local and regional authorities be besblved in the decision-

making and decision-shaping under the new framework

- How can we maintain a link between local andaegl objectives and the EU
strategic framework?

In order to answer the questions above, the papstructured into two parts.
Firstly, an analysis of the different pieces of fn@mework (MFF proposal,

Europe 2020 and European Semester) is conductéul tva aim of sketching

out the possible interrelations and potential mgdinks. Particular attention is
drawn to the links between National Reform Prograsmthe Common

Strategic Framework and Partnership Contracts. ri#igothe paper focuses on
the question of how to ensure proper top-down asttbm-up links among the
EU, the national and the regional level. Withinstlwontext, the dynamics
between policy objectives and implementation in altievel governance

system are analysed both in the budgetary and & dperational (i.e.

Operational Programmes for Structural Funds) fields



PART A. Towards a new frame for action:
Europe 2020, MFF 2014-2020 and new
€economic gover nance

1. Building a comprehensive framewor k

The Europe 2020 strategy is one of the key buildblgck in the new
framework for the coordination of economic and abgiolicies in Europe: it
sets out a comprehensive “vision of Europe’s souilket economy for the 21
century” and it is relying on “two pillars: the ttmatic approach, combining
priorities and headline targets; and country repgrthelping Member States to
develop their strategies to return to sustainabbevth and public finances.t
sets the strategic goals for the Union, to be aehieboth at national and
European level, with an emphasis on smart, sustirend inclusive growth.
At EU level, action is to be taken via 7 flagshmitiatives: ‘Digital agenda for
Europe’, ‘Innovation Union’ and ‘Youth on the moveéferring to smart
growth; ‘Resource-efficient Europe’ and ‘An induslr policy for the
globalization era’ aimed at the sustainable growffective; ‘An agenda for
new skills and jobs’ and the ‘European platformiagapoverty’, which are
targeted at the inclusive growth objective.

The financial means to implement these flagshipiaitives will mainly be

provided by the Multiannual Financial Framework 221020, which is

explicitly geared to deliver the objectives of tBerope 2020 strategy. But
success in reaching the Europe 2020 targets algends on the efforts of
Member States. At national level, actions shouldgbeled by the National
Reform Programmes, which are envisaged as setting ovorking plan’ and to

help the monitoring of progress towards the Eurdp20 national targets. The
means for implementation are provided via the mati®oudgets, which have to
respect the new economic governance frameworkxasiaed below.

Against this background, it is important to recegnthat local and regional
authorities (LRAs) have an important role to pldgth at European and
national level. At EU level, they are crucial inethmplementation of



structural/regional funding, and they often haves tbompetences and
instruments to significantly contribute to achiayithe Europe 2020 targets.
The MFF proposals of the Commission put forwardtrumeents for the

interaction of LRAs with the EU level, such as tk®mmmon Strategic

Framework, or the so-called Partnership Contrattee Committee of the
Regions has also highlighted the potential useesfitbrial Pacts for LRAs to

facilitate the implementation of Europe 2020. Atrivteer State level, LRAS can
contribute to the realisation of the structurabrefs envisaged in the National
Reform Programmes, facilitated by transfers frontiomal budgets which

should work in a coordinated manner together withf&nds. The participation
of local and regional authorities in the elabomatof NRPs, as well as the
potential introduction of Territorial Pacts areykm ensuring coordination
between the national and the regional level.

The chart below (Figure 1) sets out the positiortheéf main building blocks,
illustrating elements of the potential interrelasdetween them.



European level

The actions :
e Europe 2020 flagship initiatives
e EU Treaty obligations
Key financial means:
* Multiannual Financial
Framework

¢ Annual EU budget

Europe 2020*

Key building block of the new framework for the coordination of
economic and social policies in Europe. It sets the STRATEGIC goals

for Europe, to be achieved both at national and European level

Local and regional authorities

Contracts (EC) and Territorial Pacts (CoR)

realisation of the structural reforms of the NRP

e EU level: With EU funding, contribute achieving Europe 2020 goals:

Proposed instruments: Common Strategic Framework, Partnership

National level : With transfers from national budgets, contribute to the

National level

The actions :
¢ National Reform Programme
(NRP)
Key financial means :

e National budgets, which have to
respect the new economic
governance framework (i.e.

Euro+ Pact, Stability and Growth
Pact)

Figure 1 Representation of the main interrelations betwten different parts of the framework for the

implementation of the EU and national budget a3

* |n reality, not all EU spending can be sensibljpardinated to Europe 2020 (cf. other EU treaty

obligations). However, for the purpose of this pape focus on this long-term strategy.
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2. European Semester and National Reform Programmes

The European Semester, linked to the National Reférogrammes, is the first
building block of the new economic governance anldas been put in place
already. The new economic governance packagellia steveloping aspect of
the framework being analysed, as legislators aneetly discussing on its final
form. Once the necessary legal instruments aretedpj will have an impact
both on the strategic and on the operational le¥délture EU funding. While

the relationship to the MFF negotiations are nodliesct as with Europe 2020,
the implementation of the new Stability and GroviRact (SGP) and of the
National Reform Programmes constitute both congsaand opportunities for
LRAs. In the framework of the present study, théahimpact of the economic
governance package can already be studied, witbremfe to the first
experience of running the European Semester.

2.1 Main features of the New Economic Governanokage

The new economic governance is the result of tiertefto incorporate the
lessons of the economic and financial crisis inEkkpolicy framework and to
prevent further crisis in the Eurozone. The Stgbiind Growth Pact, a key
instrument for fiscal policy coordination and sulkamce, has thus been revised
to take into account the shortcomings exposed byctisis. The Preventive
Arm requires Eurozone Member States to submit anuan Stability
Programme, and the other Member States a Convexgénogramme, together
with the National Reform Programme.

The corrective arm of the SGP is also being revsedthat the level of public
debt is more tightly controlled, along the sameediras deficits, and they are
subjected to decisions regarding the ExcessivecD&frocedure. Such changes
in the SGP are accompanied by a new set of (grafinahcial sanction¥.

Among these latter, it is important to recall thecdssion around the linking of
macro-economic conditionality to the payment ofieagl funding, which might
imply that from 2014 onward structural funds wile suspended in case
Member States do not remain within the maximum aelok deficit levels, or do
not follow EU recommendations to correct a macroecaic imbalance (cf.
below). The imposition of such conditionality woul@dnsfer the consequences
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of a central government responsibility to regiomsl docal authorities, with
disruptive consequences for the implementatiomeif fpolicy priorities.

The new architecture of European economic govemancompasses not only
country monitoring under the Stability and GrowtacE but also a thematic
structural reform surveillance, monitoring the mexs towards the Europe 2020
targets. A key element of this thematic monitonisgo identify the bottlenecks
that stand in the way to deliver the Europe 202feailves, particularly in
relation to the five headline targets.

One of the most significant developments in EU ecaic governance refers to
the prevention and correction of macroeconomic iam@es. The Excessive
Imbalance Procedure (EIP) has been introduced maswainstrument of EU
economic surveillance, which aims to detect ma@pemic imbalances as
early as possible, through regular assessmentsl lbaisa scoreboard composed
of economic indicators. Member States with dangeroubalances will be
iIssued recommendations by the Council, and placddnvithe EIP. This would
require such Member States to draw up a correctot®n plan, and to take
corrective action accordingly in order to avoid ctions."

2.2 The European Semester. defining national imvest strategies

through National Reform Programmes

Driven by the need for better economic governanu# @ordination at EU
level, the creation of the European Semester wasedgin 2010. In March
2011, this mechanism of coordination of nationareenic policies was further
strengthened by the signing of the Euro Plus Parctcbmpetitiveness and
convergence, which focuses on “growth-enhancingcsiral reforms” to be
enacted by Member States, and which builds on theogean Semester
instruments.

The European Semester is a six-month period eaghwlken Member States
review their budgetary and structural policies nswee good coordination and
to detect any inconsistencies. The timing is setltmvy Member States to take
EU recommendations into account while their natidnalgetary processes are
still in early development to ensuex antecoordination of budgetary and
economic policies, in line with the SGP and the dper 2020 strategy.
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Moreover, tight linkages are supposed to be estaddi with the Partnership
contracts, which will set the investment prioritiésr structural/regional

funding. It therefore appears that National Refd?nagrammes, due to their
timing and content, will become a key feature & tlrew framework as they
will set out EU/Member States coordinated investnsénategies.

The coordination of economic policies follows amaal cycle, and it is based
on several steps. In January the Commission issuesnnual Growth Survey
that identifies the EU priorities for increasingogth and job creation. In
March, the European Council identifies the mainneeoic challenges for the
EU and offers guidance for national policies on Hasis of this document.
Taking this guidance into consideration, in AprileMber States then issue
simultaneously their Stability or Convergence Papgmes (regarding
sustainable public finances) and their NationaloRef Programmes (referring
to measures taken to ensure progress towards tlat, seustainable and
inclusive growth set out in the Europe 2020 stngteBased on ten guidelines
outlined in ‘Europe 2020 - Integrated guidelines fine economic and
employment policies of the Member States’, natigg@lernments are required
to draw up their National Reform Programme outlinthe actions they intend
to take in order to implement the Europe 2020 syt Taking into account the
specific national circumstances, the National Refé®irogrammes are designed
to translate the five headline targets of the Eer@p20 strategy into national
targets, and to specify the concrete actions afwms through which they are
to be met. Part 1 of the document specifies thadguidelines for economic
policies, and concerns two headline targets refgio R&D and innovation, as
well as climate change and energy efficiency. Papecifies the guidelines for
the employment policies of member states, and coscéhe other three
headline targets, referring to: labour market pgréition, social inclusion and
poverty reduction, as well as quality of educatmm provision of new skill$.
Those countries which have committed to Euro Plast PEurozone countries
plus Bulgaria, Denmark, Latvia, Lithuania, Polamtl &omania) have to hand
in an ‘upgraded’ version of the NRP, which has #&iad all actions to be
achieved in the 12 months having the objectiventmaase competitiveness and
convergence.

In June, the Commission provides country-specdammmendations, which are
then formally adopted by the Council by end of Janearly July.
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It is thus clear that the European Semester plagsueaial role in the new

framework, by ensuringgx antecoordination of economic policies through
better integrating all elements of economic sulaede, and by aligning such
instruments with the Europe 2020 strategy.

2.3 Analysis of the first European Semester throsgmple NRPs:

which role and what involvement for LRAS?

As explored further in the next chapter, the Euasp€ommission is seeking to
establish synergies between the National Reformgmmmes and the
Partnership Contracts. The Partnership Contractd ke the result of
discussions with Member States on the National RefBrogrammes, setting
out commitment of partners at national and regidmadl to utilise the allocated
funds to implement the Europe 2020 strategy. TloeeefNRPs will have to
feature linkages with the investment priorities sett in the Partnership
Contracts, as the latter are to refer both to nati@and European resources
deployed for the achievement of Europe 2020 targetere is therefore an
effort from the EU side to adjust the objectivesl &mnding to national needs.
However, this implies that LRAs have to get actvelolved in these national
level negotiations, to make sure their input istakito account.

Against this background, it is worth taking a clos®k to the National Reform
Programmes for 2011, using five European countigea manageable sample:
Sweden, Germany, Spain, The United Kingdom andréoln order to have a
heterogeneous sample, these countries have besercloe to their diverse
internal administrative settings, different levefsdlevelopment in areas covered
by Europe 2020 targets, but also different viewthwegard to the role that
should be played by the EU in enhancing economoovtir. A first round of
National Reform Programmes was already submitteddaring, which allows
an insight in how the territorial dimension has rbégken into account and to
what extent local and regional authorities wereoimed in the elaboration of
the programmes.

Following the submittal of programmes by Membert&taas part of the first
European Semester, the overall assessment of ttepéan Commission has
been that these programmes are a good initial istepddressing Europe’s
current challenges and that there is significatibnal commitment to the goals
of the Europe 2020 strategy. Nonetheless, the Cesiom expressed its

14



concern that the sum of these commitments will b®tnough for the EU to
meet its headline targets by 2020, and that mofertefwill be necessary
particularly regarding the employment, R&D, energfficiency, tertiary
education, and poverty targets. On each of theseitm@s, local and regional
authorities have the potential to contribute toewen lead delivery, but there
might be a need for a more regional/local tailaapgroach.

Rather than examining the recommendations folloviiregrelease of the NRPs,
this paper focuses on identifying the role and diegree of involvement for
local and regional authorities regarding Europe ®@&gets outlined in the
National Reform Programmes submitted by the Menditates. The table in the
annex (Annex 1) shows key elements of five sampkiadal Reform
Programmes, demonstrating great heterogeneity eanwty the reference to
local and regional authorities is made. This iseflection of the different
relation between centre/periphery existing in eamtntry, and therefore of the
different powers and competences attributed tolland regional authorities.
However, the table also shows that, despite a canskeleton, the content of
National Reform Programmes is highly heterogeneesisecially with regard to
the operational details given by Member Statessdme cases the document
remains highly strategic, whereas in other casestdes are describing the
actions already undertaken and future operatioeakldpments. Also, only
some Member States have made reference to thesgri@aaing to the internal
approval of the programme, and thus setting outdleeof LRASs.

There are therefore diverse ways to link to Eur@@20 priorities in each

document, which in some cases will need to be gtremed if clear

interrelations between the national and the Eunopezel are to be established.
In addition, the importance of National Reform Reogmes with regard to
defining Partnership Contracts shows that LRAs rieesimultaneously address
the European and the national level in order toehtheir input taken into

account. National Reform Programmes allow morealdailored’ strategies for

growth and development, but from 2014 these willehto be translated into
more precise investment objectives, which will lexided at EU level. The
operationalisation of structural and cohesion fagdithrough the Partnership
Contracts, might not be effective if NRPs remaio taague with regard to
regional needs and priority investments, especiten considering that the
concentration of objectives will constraint the giarof manoeuvre. In this
respect, the alignment of strategic priorities catled in the NRP, in the

15



Common Strategic Framework and in the Partnersbimr@cts will be needed,
to avoid mismatch and duplication. For all threecudoents, Europe 2020
priorities and Annual Growth Strategy headlinesusthde the main reference
framework

16



3. Achieving Europe 2020 through EU funding

The development of the post-2013 Multiannual Fim@nEramework is being
accompanied by policy reforms and the developmeéstrategic orientations of
the European Union. Such a process should ensatethle translation of
political objectives into budgetary envelopes amdgpammes will have a
greater consistency and, therefore, guaranteer lsgtemnding of EU money. As
shown previously in Figure 1, the MFF provides kieg EU financial means to
realise Europe 2020 objectives.

As underlined in previous analySis linking Europe 2020 to the spending
chapters of the Multiannual Financial Frameworlaigsecessary condition for
resources to be geared to the achievement of tHe EBudg-term objectives.
However, the analysis also pointed out that a tootdranslation of strategy
priorities into funding envelopes could fail to éakito account some areas of
spending which are only loosely related to Europ202goals, driving away the
discussion from underpinning principles such asesan and solidarity. This is
also important in the context of the present ngitegn that the aim is to analyse
to what extent regional priorities and can be talkéom account in the proposed
budgetary framework.

If Europe 2020 remains the main policy referenaaiad which the discussion
and organisation of future spending is centrednthe mechanisms of economic
governance have the potential to ensure furthersisancy; as have the
Partnership Contracts. The latter are the connedieiween the MFF, policy
development (from strategic objectives to policyplementation) and the
National Reform Programmés.

3.1 Setting out a system of interrelations

To the national strategies set out in the NatidRaform Programmes, the
analysis below adds the other (horizontal and ea&ti layers, aiming to

identifying coordination challenges. Within thisntext, the paper analyses the
different documents by referring to the followingriables and contrasting
principles:

Time Horizons Short-term versus Long-term
Challenges 1) ensuring that short-term objectives and operational

programmes are correctly geared to long-term objectives
2) assure mid-term corrective mechanisms

17



Dimensions Strategic versus Operational

Challenges 1) ensuring flexibility of the strategic dimension to adapt to
the diversity of situations on the ground (e.g. economic
development, administrative capacity)

2) give precise indication of how the operational programme
contributes to achieving the strategic objectives

Decision-making level | EU versus National

Challenges 1) assure consistency between the two levels of decision

2) mutual trust among institutions/actors

3) ensure that all stakeholders taking part in the realisation
of the objectives are involved in the process (i.e. LRAs)

Scope Sectoral versus Horizontal
Challenges 1) avoid overlaps between different instruments

2) make sure the objectives set at horizontal level are
reflected in single policy areas

Financing EU versus National
Challenges 1) ensuring that budgetary orientations are consistent

2) assuring enough resources to sub-national authorities for
co-financing (i.e. structural funds)

Table 1 Challenges of the system

These variables help to classify the different doents composing the
‘package’ which will be in place from 2014 onwardsd trigger questions that
need to be answered in order to define a mechaaidento achieve the EU’s
long-term objectives.

The chart below (Figure 2) illustrates the positadreach document in relation
to the different variables.
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TIME HORIZON Short-term <=1year > 5 years | >=10vyears Long-term
To what extent . . .
national strategic Multiannual Financial
and  budgetary Framework Europe 2020 headlines
planning can be . :
able to reflect National budgets Partnership contracts targets
the Europe 2020
targets ? .
) Operational
National Reform
Progsrammes
programmes (annual
update) Common Strategic
Framework
Territorial pacts
DIMENSION Strategic Political and strategic priorities for action | Investment priorities based on strategic Actions and indicators Operational

How to ensure
the consistency
throughout,
given that
different
institutional and
non-institutional
actors
participate?

and spending indications

Europe 2020 headlines Common Strategic

targets Framework

Partnership contracts

National Reform

programmes (annual Territorial pacts

update)

Multiannual Financial

Operational
Programmes

Framework

National budgets
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DECISION-MAKING
LEVEL

How to ensure that
national and EU level
policy orientation are
consistent  (and/or
compatible)?

EU

Supranational decision-making. Actors
involved: European Comission, European
Council, Parliament and

Committee of the Regions

European

Multiannual Financial
Framework

Common Strategic

Framework

Europe 2020 headlines targets

Member-States and territorial level
involvement in developing EU priorities
and/or negotiation between the different

levels

National governments decision,

involvement of regional/local level

National Reform
programmes
(annual update)

Partnership contracts

Operational

Programmes

National budgets

with

Territorial pacts

National
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SCOPE

Are there risks of
overlap among the
different funds? ™

Sectoral

Single policy area/funding mechanism | Defining objective across several policy
(i.e. cohesion policy) areas

Global indications for the European Union
or the Member States as a whole

Common Strategic
Framework

Partnership contracts

Operational
Programmes

Territorial pacts

Europe 2020 headlines targets

National budgets

Multiannual Financial
Framework

National Reform
programmes
(annual update)

Horizontal
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FUNDING
How to ensure
complementarity

between national
and European
funding?

EU

Exclusive EU funding

Joint EU and national funding

Exclusive national funding

Common Strategic
Framework

Europe 2020 headlines targets

Partnership contracts

Multiannual Financial
Framework

Operational
Programmes

National budgets

National Reform

programmes

(annual update)

Territorial pacts

National

Table 2 The system of interrelation along five key varebl
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3.2 Building up an effective multilevel mechanism

If National Reform Programmes constitute a key ekehfor LRAs to input at
the national level, Partnership Contracts are yikelbecome the most relevant
strategic document with regard to a strengtheneddgtfibnal partnership. The
development of the Partnership Contracts will allmw discussion in which a
territorial perspective will be required, as regioand local authorities will
subsequently be obliged to adhere to the choicete mdnen developing their
programmes for the use of structural funds. Withis context, the concept of
‘multilevel governance’ is key, as Partnership Cacis will be negotiated
between the EU and Member States, risking weaketineg link between
regional objectives and strategic framework.

Since the first proposal of using Partnership Guoiy was made by the
European Commission, the Committee of the Regi@ssdtressed the need to
involve local and regional authorities in the “drag up, negotiating and
implementing these contracts, insofar as they arectty involved in the
operational level’. Partnership Contracts can become key element of a
multilevel governance system only if a true bottomapproach is implemented.
This would allow the Territorial Pacts to become tmplementing partnership
documents, to be concluded between the regionghanckentral governments. In
order to increase their added value, Territoriat®aould be the replication - at
national level - of the link between (EU wide) sdgic objectives and budgets.

Against this background, this section explores pbsdottlenecks and missing
links that still potentially hinder setting up artegrated and effective multilevel
system for the achievement of the Europe 2020 tigec

3.2.1 The Partnership Contracts: content and purposes

The discussion on ‘development and investment’ ngaships has been
accompanying all of the process of the EU Budgetid®e particularly in
relation to cohesion policy.While their purpose appears to be clear, theictexa
content and the method for their approval are gétjue in the Commission’s
budget proposals.

Partnership contracts have been put forward foffiteetime by the European
Commission as a means to reinforce the strategigramming of cohesion
policy. Their possible utilisation in other polieyeas than cohesion policy was
also debated, and it appears that they will apfdg # rural development and
maritime policies. For the purpose of clarity, teection begins by focusing on
cohesion policy and the innovation proposed to cttnal funds. The
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Conclusions of the Fifth Cohesion Regbmutline that the contracts will set
out:
- Investment priorities;
- Allocation of national and EU resources between priority areas and
programmes;
- Agreed conditionalities;
- Targets to be achieved.

The reference documents for the discussion of dnéracts will be the Common

Strategic Framework and the National Reform Progmnas) the European

Commission is tasked to discuss and develop thé&raminwith each Member

State. The need to involve regional and local $takkers has been mentioned
on several occasions by the Commission but thereatlithis involvement is

still unclear. The National Reform Programmes, Whiere analysed in the first
part of the paper, are set to be the key docunfeots which the discussion

about the Contracts will commence, aiming to mddesfriorities set out in the

Common Strategic Framework fit with national needs.

3.2.2 Common Strategic Framework(s)

The envisaged ‘common’ framework should reduce nragtation and make
sure different funds are implemented in a more dioated manner, as they
include an increased number of funds to be put unlkde same strategic
umbrella Moreover, such new reference frame should alsdyithat eligibility
criteria will be common for all funds.

In its proposal on the MFF 2014-2020 the Europeamu@ission has actually
put forward the creation of two different stratefi@ameworks, which together
encompass the major part of EU financing programies worth noting both
of them, as they cover areas of funding with regidanterests and therefore
there is a need to ensure complementarity of EUragidnal actions.

Horizon 2020 — A common framework for research, innovation and
technological development

‘Horizon 2020’ will cover research, innovation atethnological development,
which “will be closely linked to key sectoral pofigriorities such as health,
food security and the bio-economy, energy and ¢énchange™ It will bring
together the three main existing initiativesd sources of fundinghe 7"
Framework Programme (FP7); the innovation parthef Competitiveness and
Innovation Framework Programme (CIP); and the Eeaop Institute for
Innovation and Technology (EIT).
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The aim is to set out the main common strategieailjes and to have a more
harmonised set of rules and procedures, to punsuee more effective manner,
the research and innovation objectives of Euro#f2M®orizon 2020’ seems to
be oriented towards better coordinate of alreadgtieg actions, rather than
setting strategic priorities for research and dgwelent.

In its proposal, the Commission explicitly mentiotise need to ensure
complementarity with regional funding in researchd adevelopment. The
Common Strategic Framework concerning the structiurads will therefore
also have to cross-refer to ‘Horizon 2020’, in order EU and national
strategies to be well coordinated and to enhanee atided value of EU
spending.

Common Strategic Framework

The Common Strategic Framework (CSF) mentionedha Eifth Cohesion
Report and in the Commission’s MFF proposal wilveothe Cohesion Fund,
the European Regional Development Fund (ERDF) Hinopean Social Fund
(ESF), the European Agricultural Fund for Rural Blepment (EAFRD) and
the European Maritime and Fisheries Fund (EMFF)is Tiamework will
translate “the targets and objectives of Europe 0208to investment
priorities™". The common strategic framework allows a closgnatient with
the Europe 2020 governance structure, as it inekctiite priorities that member
states and regions should use when developing d?glnip Contracts and the
structural fund programmes. Moreover, in terms drnfonisation, the
framework clarifies the_mechanisms of coordinatim®iween the funds under
shared management and outlines cohesion policyit@®in relation to other
EU policies and instruments

It will be up to the European Commission to elab®the investment priorities
for the next period of funding, 2014-2020, whicHIwhen be formally adopted
by the Council and the European Parliament. As réigl below shows, the
Common Strategic Framework is expected to be ineplay the end of 2012,
leaving enough time to develop partnership comndraehd operational
programmes (and territorial pacts?) on its basis.
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Common Strategic Framework - Timelinexv

November/December 2011: Communication from the Commission on the Common Strategic
Framework

June 2012: Proposal to the Council and the European Parliament on the Common Strategic
Framework

End 2012 (expected): Adoption of the new legislative package
2013: Negotiation of new programming documents

2014: Entry into force and adoption of programmes

Figure 2 Common Strategic Framework - Timeline

The Common Strategic Framework will represent tre¢ €onversion of macro-
strategic objectives into key actions and macrogetaly envelopes. The scope
of the framework will be quite extensive, as it em several funds and,
therefore, several policy areas. In this respewt, @f the main purposes of the
CSF is to improve the elaboration of multi-fundsat#gies, through the
coordination of different funding mechanisms. Thepwse of this framework
will be to specify the ‘thematic menu’ that the R&dion on the Funds will
present. The CSF content will be based on Euro2® 20id on the Integrated
Guidelines.

Figure 3 illustrates an example of ‘thematic meas’presented in a working
document of the European Commission.
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Example of a Thematic Menu of Objectives

Smart Growth:

* Strengthening research and technological development

* Promoting innovation and smart specialisation

* Enhancing accessibility to and use and quality of information and communication
technologies

* Removing obstacles to the growth of SMEs

e Improving the quality and performance of education and training system at all levels
and increasing participation in tertiary or equivalent education

Sustainable Growth:

e Supporting in all sectors the shift towards a low-carbon, resource efficient and
climate resilient economy

* Promoting renewable energy sources
* Upgrading Europe’s energy network
* Promoting sustainable transport
* Correcting and preventing unsustainable use of resources
* Removing bottlenecks in key network infrastructures

Inclusive Growth:

e Increasing labour market participation of women and men, reducing structural

unemployment and promoting job quality

e Developing a skilled workforce responding to labour market needs and promoting
lifelong learning

* Promoting social inclusion and combating poverty

Developing administrative capacity.

Figure 3 Example of a Thematic Menu of Objectives, in: Higlvel Group Reflecting on Future Cohesion Policyehiteg
Document, 2011

Local and regional authorities have generally bie@ourable to the creation of
a Common Strategic Framework, as it can ensure roocedinated action
among different funds. However, the document miggk remaining general,
and yet at the same time will require all Membeat& to justify their

programmes by the ‘menu’ which has been defiagdante In addition, the

inclusion of the European Agricultural Fund for RuDevelopment and EMFF
in the Framework brings forward the question of howensure the link with
Europe 2020 strategy: rural development remains obesion objective,

countering the growth-enhancing targets of the tegsa and possibly
overlapping with cohesion funding purposes.
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3.2.3 Converting strategic planning into action: the Partnership Contracts

From Partnership Contracts to Operational Prograsnthe challenge will be to
identify the category of expenditure which best tobotes to deliver the

objectives and key actions outlined in the Commumat&gic Framework. This

challenge will be made more difficult, and lesxilide, given that the number of
priorities from which to choose will be limited dapding on the economic
development of the regions. As it has been undstlin the MFF proposals, the
‘thematic concentration’ will result in a largerabe for convergence regions
and a smaller one for competitiveness and tramsitines. These two latter
categories will be obliged to concentrate theioueses on energy efficiencies,
renewable energies, SME competitiveness and inmmovat

In essence, when regarding Figure 3 above, conyegi#tss and transition
regions could be excluded from the investment pigsr regarding ‘Inclusive
growth’ and ‘Developing administrative capacity'.ittWregard to convergence
regions, the larger scope of objectives foreseerthieyreform might not, in
practice, bring dramatic changes. Several convemeagions are located in
small New Member States, where priorities are @efiat national rather than
regional level.

On the basis of the Common Strategic Frameworkchviwill set EU-wide
investment priorities, each Member State will hawee define a national
integrated policy for regional development, for tperiod 2014-2020. The
ambitious purpose of the Partnership Contract® isr¢ate an actual outcome
agreement between the EU level (European Commissiord the funds
beneficiaries. The strategy for regional developmah take into consideration
not only the CSF, but also the National Reform Paognes, with the aim of
tackling the bottlenecks outlined in the latter.idt through the Partnership
Contract that the link between the European Semesté the MFF becomes
tangible.

The Lisbon Strategy had already introduced a smatacument, at the cross-
road between the NRPs and the Partnership ContithetsNational Strategic
Reference Framework (NSRF). This latter would settveset the economic
context of the country and to illustrate the conssy strategic planning and
programming (which would include the list of Op@&vatl Programmes). NSFR
have been the first attempt to link domestic pesdio EU objectives, but also to
push Member States to increase the degree of alteoordination between
levels of government.
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Partnership Contracts represent a significant wggras the actions and projects
presented will be linked to conditionality. Thisphes that Member States will
have to precisely define the outcome they expeeside comprehensively
illustrating why and how strategic objectives andsthave been chosen. On the
basis of the preliminary indications given by therdpean Commission, we
present below (Figure 4) an outline of what a Radhip Contract could look
like.

PARTNERSHIP CONTRACT 2014-2020

1) Context

Regional policy dimension of the bottlenecks owitinn the NRP
* Links to Europe 2020 priorities of smart, sustaleabnd inclusive
growth

» Analysis of regional and local conditions and isstee be tackled in the
seven years programming (2014-2020)

2) Definition of objectives

 lllustration of the objectives chosen
* Ex anteconditionality: analysis and indication of ex antnditionality to
be fulfilled (per Region)

3) Financial Envelopes
* Indication of annual national, regional and EU teses devoted tp
regional policy
o Per thematic objective
o Per fund
o Perregion

4) | nter-funds coor dination mechanisms

» Existing national and regional mechanisms of co@tion among funds
* Challenges and solutions for enhanced coordination

5) Multilevel coordination
» [Existing national mechanisms of coordination amadginistration
0 Analysis of current challenges and changes needed
* Modalities of the set up of Territorial Pa¢tgtional)
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6) | mplementation: Operational Programmes

This chapter will contain the list of the OperatdrProgrammes, for each of which the
contract will include:

» Content and purpose

* EU and national financial allocations

» Definition of ‘milestones’ (i.e. outcomes)

» Definition of indicators and other mechanisms foerfprmance
measurement

* Mechanisms of review and adjustment of the objestiv

* Methods of exchange of information between levélgavernment and
monitoring

ANNEX

1) Ex anteevaluation of 2007-2013 Operational Programmesalyars of the
implementation and coordination challenges)

2) Skeleton of Territorial Pa¢bptional)

Figure 4 Main features of Partnership Contracts, basederCommission’s proposals

However, while choosing from the Common Strategranfework thematic
menu, Partnership Contracts will have to be adapdetthe strategic planning
foreseen by the National Reform Programmes. In ithgpect, only an open
discussion involving all stakeholders can ensurat tepecific territorial

challenges and resources are taken into accounttlad the Partnership
Contracts do not become a sterile exercise of ritp@ix postjustification to

what the Member States have already decided to do.

3.2.4 Interrelations with the Economic Governance Package

So far, it is not clear to what extent and how menthip Contracts will be
matched to mechanisms such as National Reform &moyges or the Euro Plus
Pact, which represent the ‘national’ (and regidoedll) side of the investment
and reform priorities. Ideally, the former shouldrnor the latter, in order to
establish some consistency and credibility withardgto the commitment of
Member States to implement structural reforms.
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It appears that the main coordination challengeldcdne the different time
horizons of regional funding and of economic goe@ce mechanisms: the
Common Strategic Framework and the Partnership r&ctst will set seven
years priorities, while NRPs will be annually upstht If major changes
intervene to national programmes on a yearly b#sis,might counter the need
for stability (in strategic and operational ternt) the fund recipients (i.e.
regions and local authorities).

Against this backdrop, it is important to underlittee need for European
economies to conceive long-term investment stragegi order to help exiting

the crisis, and the necessity to include LRAs i diiscussion on a continuous
and permanent basis. The European Semester hasotlrtial to create a

‘virtuous annual circle’ to coordinate national ipes, but Member States
should address in this context long-term investnasréd priority. This would, in

turn, create a sounder strategic framework forctial and cohesion funding.

Analysing in parallel the Common Strategic Framdwand NRP, it emerges
that the European Union has been outlining a mesimawhich presuppose a
high degree of coordination of national economitiges, which might prove

difficult, from a political but also from an opei@tal point of view.

3.25 Interreation with the Territorial Pacts

Territorial Pacts have been proposed by the Coreeiitf the Regions as a
means to achieve Europe 2020 objectives on thendrdn this respect, they are
aimed at giving an actual territorial dimension deditorial ownership to the
European long-term strated?.

The original idea of the Committee of the Regioas heen to use such pacts for
the strategic planning of Europe 2020 in the loaatl regional authorities.
Within this context, Territorial Pacts are suppotedover different policy areas
and address all Europe 2020 targets by definingntidmwn to national
and/regional targets. In addition to setting outl4Hvand long- term objectives,
Territorial Pacts would start from local specifiest, ensuring a bottom-up
approach of delivering Europe 2020. Moreover, theyproposed as a means to
monitor the achievement of the targets: as owngrshgranted to the signing
parties, i.e. regional or local authorities, theavé more flexibility and more
capacity to adjust the policy action to possiblaligmges arising from changes
to the economic and social environment.

Territorial Pacts have been developed as a positestribution to the
development of Europe 2020. However, within thetern of the complex
mechanisms of interrelations coming out from theRAVIE014-2020 proposals,
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the new economic governance and the reforms toctatal funds

implementation, Territorial Pacts might be in riesk being abandoned or to
overlap with Partnership Contracts. Territorial 8acould keep their original
added value, i.e. territorial ownership, if usedhbserizontal, long-term

operational programmes, rather than high levetegira documents.

The signing of Territorial Pacts could be a valeabption for those member
countries wishing to increase multilevel coordioatiof resources, but they
should not be mandatory. Requiring all regions dopd such pacts might risk
putting excessive burden on already weak admitistrastructures, where
meeting the requirements would become sterile foaxarcise.

The key element of Territorial Pacts is their adapity to specific conditions
and needs; therefore, the EU level should only rdmrte with general
guidelines and advice, in addition to noting coniphty with EU level
priorities.

Some countries, such as lItaly for instdtice have already developed
mechanisms of coordination between the differevgleof governments, aimed
at creating a unitary regional development strate§yuch programming

documents could be upgraded in their contents blyding clear indication of

outcomes and conditionality, in order to becomeiacT erritorial Pacts. They
would contain not only reference to the regionalestments realised in the
context of EU structural funds, but also all thgioeal and local actions for
development: a comprehensive document on the regjpans which would

ensure top-down and bottom-up coordination.

The Figure below (Figure 5) proposes an outlina déerritorial Pact’s contents.

TERRITORIAL PACT 2014-2020

1) Context
Administrative authority’s specificities
* Social and economic levels of developments: maiallehges anc
resources
* Designing a global strategy for the region: maimponents

} ==

2) Trandation of national objectivesinto a regional plan
» Key regional development actiorishould be consistent with the national
Partnership Contract and the NRF)
o Structural Funds related actions
o0 Additional actions/plans
* Mechanisms to ensure multi-level governance angistancy
o Existing mechanisms and challenges
o Institutional bodies responsible for coordination ndx

}8)
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communication

3) Implementation
e Operational Programmes (i.e. Structural Funds)
e Other implementing programmes

Each programme should contain the description of financial resources, expected
outcomes, mechanisms of monitoring and review adidators.

Figure5 Skeleton of a Territorial Pact

On the basis of the analysis conducted so far,Figere below (Figure 6)
illustrates how the different documents could wddllowing a multilevel
governance approach.

| Europe 2020 targets ’ Il

Partnership contracts,

setting for each Member
country the priorities and

budgetary envelopes
(EU+national)

V¢ A
EU funding National funding

Investment Strategies linked to Investment strategies not related to structural
fund (consistent with Europe 2020 macro-

objectives)

Operational programmes
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Figure 6 lllustration of a multi-level governance mechaniemthe achievement of Europe 2020 objectives

3.2.6 Setting conditionalities

In addition to strategic planning and programmitigg European Commission
has proposed to introduce a stricter mechanismonélidonality for cohesion
spending. It is proposed the introductionesf anteandex postconditionality,
with the aim of enhancing effectiveness of EU spemnénd ‘reward’ regions
which achieve the objective€x ante conditionality would imply that the
funding can be denied before the start of the derfaonditions are not meEx
post conditionality would apply following the evaluatioof achievement of
targets whicha priori had been established.

The Partnership Contract would again be the reterelocument for the setting
of conditionalities, linked to the agreed objecsivelThe Fifth Report on
Cohesion specifies however that conditionalitied e based on principles
outlined in the Common Strategic Framework, sucht@msposition of EU

legislation, the financing of strategic EU projeotsadministrative, evaluation
or institutional capacity. On this basis, specimnditionality will be agreed

upon by the European Commission and Member State¥dr regions) in the
Partnership Contract. It seems therefore possimd¢ tonditionality will be

flexibly adapted to territories’ capacity. Howevego main issues might make
the access to funding more difficult for regions:

1) It is still not clear to what extent regions dadal authorities will be involved
in the discussion of Partnership Contracts. Theegfithere might be a risk that
the outcomes/targets which are decided in the RCerbe the basis @&x post
performance conditionalities which cannot be dekdeby some of the regional
beneficiaries. This would have strong consequerfoesregions and local
authorities, especially concernirex anteconditionality. For the Partnership
Contract to make an assessment on the respest afiteconditionality, on the
possible challenges and the solutions to overcdmaent a strict coordination
with LRAs is needed.

2) Regions having low administrative capacity anduggling with the
management of the funds, might be in danger oh¢gpthhem, should aex ante
conditionality on administrative capacity be impdse

With regard toex postconditionality, the hypothesis of suspension afds has
been put forward by the Commission, should the ti@agy not be able to
achieve the outcomes set in the Partnership Caraerational Programme. In
addition, a ‘positive’ex postconditionality would be introduced by setting up a
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‘performance reserve’ (amounting to 5% of the fyridsaward virtuous regions
achieving their ‘milestones’.

As a general conceptex post conditionality is however fraught with
shortcomings; making funds conditional to the aeohiment of pre-set targets
always brings up two main issues:
- Definition of the targetsThe long-term horizon of regional funding
makes the exercise very difficult, as internal arternal conditions vary
overtime. Experience with previous funding progragsnmas shown that
mid-term adjustments can be very significant, mglkaimost impossible
to build real long-term conditionality.
- Measurability Results’ monitoring through indicators has often
translated in a formal administrative exercisepanticular because of the
very heterogeneous range of projects and local itonsd, but also
because of the difficulty linked to timescale, i.&hen should
conditionality be measured?

At the very least, to make conditionality work theneeds to be explicit
guidance on a range of the elements which arenetjto determine SMAR"
targets: indicators, benchmarks, counterfactuabg¢ymodels linking inputs to
outputs to outcomes and mechanisms to attributeifspeutcomes to the EU
funding element, with the achievementeaf postconditionalities clearly within
the control of LRAs. The Commission will have toveahe capacity to assess
all this in detail at theex anteand theex postphase. For the implementing
authorities this will require a very detailed mamibhg and evaluation
framework, with key stages independent of the Mampd\uthority to ensure
that results are collected and analysed objectivMélys questionable whether
such detailed requirements add value: the regiatis weaker capacity which
most require support will struggle to implementtsadramework.

In addition, conditionalities risk undermining thmositive engagement with
monitoring, evaluation, planning and learning. Bystem can easily become a
tick box exercise where regions attempt to minintise commitments and
simply fill in the required boxes. This can leadhose being rewarded who are
good at fulfilling the requirements but not thoskonare necessarily producing
the best outcomes. A less strict approach to comdility where the
Commission works with the region and the membetestaaving significant
scope for differing capacities and for learning hweiit ultimately applying
financial sanctions, seems to be a more produataseforward.

Against this background, it seems clear that caorhlity is not per sea
guarantee for effective spending and reduced wdst@oney, which appears to
be the rationale of the proposed mechanisms. Cludte related to definition
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and measurability substantially weaken its addeldieyaand the evaluation
mechanisms seems to underestimate that respotysioilithe achievement of
objectives on the ground lies with beneficiary goweents and implementing
authorities. The European Commission has soughic@ase its role as legal
and compliance watchdog, but this does not comstiém open dialogue with
local administrations. In this respect, the profwsia not support a role of the
EU executive as a real partner of local and redianghorities, giving advice
and guidance on how best implement programmesgerratiian imposing
sanctions. What it is missing is comprehensiverakiguidance and a common
strong framework, which would incentivise and enege engagement, instead
of conditionalities and sanctions.
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PART B. Multilevel governance: how to
ensure coordination among levels of
gover nment

After having focused on the strategic planning amdlysed the challenges
linked to their implementation, we focus more clgsen the regional and
operational mechanisms, and to the possible chlygenof a multilevel

governance approach post-2013.

For the implementation of investment strategiedaoeffective, regional and
local budgets will have to play an even more imgairtrole, and act in a
coordinated fashion with national and EU budgetsis Itherefore timely to
analyse the current budgetary practices of locdlragional authorities, in order
to outline the main coordination difficulties andake forward looking
suggestion on how to improve budget synchronisation

Moreover, the operationalisation of Europe 2020t204.3 is likely to change

significantly, reducing the margin of discretion bRAs. By analysing the

previous experience of the Operational Programmedsdailding on the analysis
of the previous part, the paper brings forward scoreclusions trying to answer
the question on how we can maintain the link betwexal and regional

objectives and the overall strategic framework, arether there are greater
risks of a top-down approach in the implementatibpost-2013 MFF.

1. What potential for a bottom-up approach
In the budgetary field?

1.1 Linking strategic objectives and financial mgan

When discussing the next EU financing period, 20020, it seems appropriate
to investigate not only the interrelationship bedwetrategic objectives, but also
the extent to which the budgets of different adstmtive levels need
coordination. The achievement of ambitious Europ202targets and objectives
is very much dependent on the capacity of nati@mal regional budgets to
reflect long-term targets in their money allocaspdrawing not only on EU
funding but also national/regional funds given 8mall size of EU budget.
Moreover, national and regional governments int@st significant degree into
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policy areas which are related to Europe 2020 o¢bgsx, e.g. education.
Complementarity between EU and national financimguéd result into a

virtuous coordinated dynamic, as the EU has to oelyMSs to achieve Europe
2020, given also the limited European competenedields such as education
or social protection.

For the purpose of the present paper, we focuw@male of local and regional
authorities, and the potential of their budgetscteate a leverage effect for
effectively spending EU and also national moneye Bhatistics show that the
weight of subnational expenditure in the Europeannemy is significant,

amounting to €2.069bn in 2010 and representing 1#1®% of total public

expenditur®. But such aggregate data hides the importantrdiffes existing

in member countries with regard to the powers amanpetences of

decentralised entities. Across Europe, regions landl authorities manage a
very big amount of public money, although they miglot always have the
power to decide on what to spend (their choices beaglictated by the State, or
are restricted by regulatory and budget standards

When looking at the main policy areas on which laoad regional authorities
spend their money, we find the following figures floe year 201%:

- Education: 21%

- Social protection: 20%

- General public services: 16%

- Healthcare: 13%

- Economic affairs: 12%
In education, subnational authorities are on aweragponsible for 64% for the
total expenditure, while they contribute funding 4% for the provision of
general public services. These data clearly demetesthe extent to which
subnational authorities are responsible for theaadmplementation of public
policies in the EU, and presuppose therefore thay have a specific expertise
In responding to citizens’ expectations.

Against this background, the potential of regiobatigets to achieve public
policy targets appears clearly. The evolution talsaan effective multilevel
governance system in the budgetary field seemsssane to exploit such
potential, in light of the strict interrelations isttng among the different
documents of the new framework (MFF, NRPs, CSF,) R@d the coordination
of economic policies which should be created oxexti

As argued previously in this paper, EU and natiobaldgets are key
implementers for Europe 2020, for the new economavernance, and
ultimately for the long-term growth of the Europddnion. However, local and
regional authorities’ budgets have an even moreiaruole, as they have to
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combine national transfers and EU funds (plus lgcedised taxes) into an
integrated regional development policy.

For the purpose of the present analysis, therdnare two aspects to consider.
On the one hand, there might be top-down challengesmplementing
investment strategies across levels of governmsuats as:

- Fiscal challenge, linked to the difficulty of emmg co-financing investments;
- Policy challenge, related to the complexity ofplexing synergies across
different sectors;

-Capacity challenge, which refers to the administea capacity of the
beneficiary entity;

- Administrative challenge, linked to the fragmeimta of investment projects at
the local/municipal levet!"

The effectiveness of the response to these chaldedgpends on the flexibility
of the financing instruments, but also on the tosbnal capacities of the
beneficiary entities.

On the other hand, there are bottom-up challendeshweed to be addressed if
LRAs want to take an active part within the multdegovernance system. The
regional and local capacity to formulate their cs@velopment strategies highly
depends on the national administrative arrangemefeentre/periphery
relations), on their institutional capacity, bus@in their skills teex anteupload
their preferences at national and EU level. Tangestrategic and financing
needs at the local level is key to elaborate potipyions to be discussed at
higher administrative levels. As it has alreadyrostessed, LRAs should use,
in parallel, the national and the European chaniwet®ntribute to the design of
funding mechanisms and regional policies objectiVggh the development of
the European Semester and the start of the nextamubial financial period in
2014, such dual relations will become even morespehsable.

Within this context, it is particularly timely tonalyse the current practices of
local and regional authorities in defining theirastgic priorities and in
allocating budgetary envelops to their policiese Bixtent to which they are able
to gear their planning and programming to the Eer®dP20 objectives (more or
less strictly) shall help to draw conclusion on haley can effectively
participate in pan-European strategies and on xkeneto which a multilevel
governance approach in the budgetary field shoealddveloped. It seems clear
that a certain degree of alignment of regional rgres to the EU strategy is
necessary, but the exact form and mechanisms ftactele multilevel
governance are much more difficult to determine.

The assumption is that the value and potential dbudgetary multilevel
approach depends to a high extent on whether therr@r local authority has
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the competence to elaborate its own developmeategly, and it is directly
proportional to the weight EU funds have in the rallerevenues. Where the
regional development strategy is mainly definedettral level, or where EU
funds only constitute a minimal part of revenuéshiould be more difficult to
demonstrate any leverage effect, or analysing tihe that the region should
have in defining its own spending policies.

Given the scope of this CoR study, a small sampfere EU regions has been
chosen in order to analyse: 1) budgetary arrangesm@tructure, calendar,
presentation, approach); 2) reference to the sswté&unding and their use; 3)
reflection of strategic and budgetary pan-Europpsdarities into regional —
strategic or operational - documents; 4) the emcsteof good practices which
could be extended to enhance the effectiveneshefspending in the next
multiannual financial period 2014-2020.

Methodological note

The regions which have been chosen for the stuslyharfollowing:
Piemonte, Italy

Andalucia, Spain

Aquitaine, France

Bruxelles Région Capitale, Belgium

Scotland, The United Kingdom

The sample does not fulfil statically representaiess requirements. The
countries which have been chosen differ in theistitutional capacities,
resources and levels of development, but they alsdhe representation of the
extreme variety of administrative arrangements tigs throughout the
European Union. The scope and the timescale oty do not allow for th
establishment of a representative sample, whichldvaoeed to include more
than five countries, and would be extremely diffi¢ca build up.

| =4
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Regional and local practices with regard to thegieand implementation of the
budget are very diverse, and do not always allownfeaningful comparison
The aim of the present analysis is therefore lidhites are the conclusions which
can be inferred on a more generalised level.

U)

However, the analysis of the sample can give samts bn the extent to whic
regions estimate (or perceive) their involvementha realisation of EU-wid
strategic objectives. It is also argued that thegarative exercise can point|at
difficulties of regions both to ‘upload’ and ‘dovadd’ policy and budgetary
preferences, and therefore at the existing bottlenén realising a multilevel
governance approach in the budgetary field.

D =
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Against this backdrop, the main variables which ehariven the choice of
countries to include in the sample are: the avaitpbof the necessary
documents, the language resources of the resesanhand the relevance of the
information found on the given region.

1.2 Analysing regional budgets

The table below summarises the main elements neldea our analysis, and
tries to compare the budgetary practices of themift regions of the sample.
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Region’s
under EU structural
regulation

funds
. 2007-2013
Region

Budgetary
documents

Competitiveness
Employment

Piemonte, Italy

Documento di
programmazione
Strategico-operativa
per la  politica
regionale 2007-2013

Bilancio pluriennale
2001-2012-2013

Existence
strategic/pluriannual
orientation documents

Following the indications of the
National Strategic Reference
Framework, Piemonte has
approved in 2006 the strategic-
operational planning for European,
National and regional funding. The
aim of this document, which is
elaborated by all Italian regions, is
to ensure a coordinated

implementation of regional
development policies.
The  programming  document

establishes a first level link
between European priorities
(Lisbon Strategy in this case) and
regional strategic objectives, which
the budget is supposed to translate
into budgetary envelops.

The document is particularly
interesting in that it represents a
very good example of elaboration
of strategic priorities based on the
Lisbon Strategy and on the funds
priorities.  Starting from four
priorities, the document outlines
which specific fund (EU, regional or
national) will be used to implement
the operational programmes.
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Budget Structure (revenues and

expenditures)

The regional budget is presented through a
pluriannual document, detailing expenditures
for the incoming three years.

The budget for the years 2011, 2012 and
2013 indicates the vyearly allocation per
function/activities. The document present a
high degree of detail, but it is structured per
DG and accounting item, and not per policy
areas or thematic objectives. For this reason,
it is difficult to see a direct link with the
strategic programming document (see
column on the left).

Indication of the percentage of
EU funds used and their purpose
Link to EU-wide strategic
priorities

While it is possible to obtain data on the
total amount of EU funds and their
relative importance in public spending,
the regional budget does not explicitly
link the operational expenditure with
the  strategic  orientations.  The
presentation does not therefore allow to
understand which actions and projects
are co-financed by the EU.

However, the use of EU funds appears in
the sections education, environment
and agriculture.



Andalucia, Spain

Presupuesto de la
Comunidad
Autonoma de
Andalucia para el
2011

Memoria del
Presupuesto de la
Comunidad
Autonoma de
Andalucia para el
2011

Plan Economico-
Financiero de
requilibrio de la
Junta de Andalucia

Convergence

In addition, the programming
document indicated the total
amounts of funding for the
financing period 2007-2013:

- EU funds: 807.870.389,00

- National co-financing:
1.616.222.382,00
- Regional financing:

897.501.788,80

Within the context of the economic
crisis and the consequent National
recovery plan, Andalucia approved
a multiannual economic and
financial plan to equilibrate its
finance. There does not appear to
be other pluriannual orientation
document and/or multiannual
budget
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REVENUES

The budget features the total amounts of EU
funding received within the chapter
dedicated to external funding, which also
include national transfer.

For the year 2011, EU funds amount to
1.535.064.504 €, and they include:

- OP Andalucia

- OP Transborder cooperation

- OP Transborder cooperation INTERREG

- OP Atlantic

- OP MED 2007-2013

- OP South East Europe

- OP Andalucia ESF

- Agricultural guarantee

- Other (Leonardo da Vinci, Comenius)

- Rural Development Programme

- OP Fisheries Policy

The EU funds represent around 1/10 of the
total external sources of funding.

EXPENDITURES

The regional budget is structured per section
and, within sections, per function. To each
function are associated several programmes.
The budget is presented in the form of

The revenues’ chapter shows that,
overall, the EU funds do not represent a
very relevant amount of resources for
Andalucia.

The indication of the use of EU funds is
only done at the level of single project.
However, there is no precise indication
of the percentage of co-financing.

The budget is not structured following
strategic priorities which can be linked
to Lisbon Strategy priorities.



Competitiveness and

Employment

Aquitaine,
France

Orientation

budgétaires
exercice 2011

Projets cofinancés

par I'Union

Européenne — Fonds
structurels 2007-
2013

The Aquitaine Regional Council
annually approves a document
containing the budgetary
orientations for the incoming year.
The ‘Orientations budgétaires’ are
particularly interesting within the
context of our research, as they

contain  both  strategic and
operational indication on the
budget.

For the year 2011, the budgetary
orientations set out four main
objectives to be achieved through
public spending: 1) innovation for
economic development and
employment; 2) defence of
environmental equilibria for a
sustainable development; 3)
mobility for stronger European
orientation; 4) solidarity for an
active Aquitaine and for social
cohesion.

In the detail of the spending
policies attached to the strategic
objectives, the document makes
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‘programme fiches’, with list the main aims,
activities and financial means of the
programme. The budgetary envelops list the
sources of funding, but do not distinguish
between central government and EU transfer.
The functions do not reflect, explicitly, to
strategic objectives. For some of the
functions related to specific policy areas (e.g.
professional education and support to SMEs
for innovation), the projects benefiting from
EU co-financing are listed.

The ‘budget primitif’ is structured per policy
objectives. The document shows the
evolution (2006-2010) of the resources
allocated to each strategic objective:
‘développement économique emploi’;
‘intelligence’; ‘management du
territoire/environnement’.

In the ‘Orientations budgétaires’, the budget
is presented by macro-areas, and there is no
indication of specific sources of financing.
Each strategic objective is broken down into
more specific envelops, to which a precise
budget is allocated.

Aquitaine gives relevance to EU funding
as a component of the public spending.
In policy areas such as environment,
support to SMEs and education, the
structural funds give relevant
contribution to the realisation of the
strategic objectives.

In addition to the above, it appears from

the strategic planning of the
‘Orientations budgétaires’ that the
macro-priorities of the region well fit
into  EU-wide current  priorities.

However, it is difficult to appreciate the
extent to which this represents a top-
down translation of EU objectives, or a
bottom-up elaboration coming from the
region (and/or the central state).



Bruxelles Région
Capitale,
Belgium

Budget of
expenditure 2011

Budget of revenues
2011

Scotland, The

United Kingdom

Scotland’s Spending
Plans and Draft
Budget 2011-12

Competitiveness and
Employment

Phasing-out

and

Competitiveness and

Employment
(depending on the specific
OP)xxiii

clear reference to the contribution
of the European Social Fund and
the Fund for Regional
Development.

While there appear to be sectoral
pluriannual strategies, there is no
multiannual  budget for the
implementation of a long term
regional development policy.

The Scotland’s Spending Plan is a
two years’ budget, based on a long-
term strategic document called
‘Government Economic Strategy’.
The Spending Plan includes both
strategic and operational
information, as its introduction sets
the main objectives to be achieved
and the expected outcomes. For
the years 2011-2012, the strategic
framework is oriented to ensure
economic recovery, by protecting
frontline services, ensure
competitive advantage and tackling
climate change.
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The annual budget is articulated in ‘Missions’
(e.g. ‘development and promotion of a
mobility policy’), ‘Programmes’ (e.g. ‘support
for the promotion of mobility and citizens’
participation’) and ‘Activities’ (e.g. transfer to
physical persons). From missions to
programmes, the document translates
strategic objectives into operational actions
and financial allocations.

Specific policy actions are accompanied by a
justification of the expenditure.

The Draft budget for 2011 and 2012 details
the portfolio for 9 thematic and functional
sections, e.g. Office of the First Minister,
Health and Wellbeing, Education and Lifelong
Learning.

The budgetary envelops are defined on the
basis of the following strategic objectives:
- supporting jobs, households
communities

- investing in innovation and industries of the
future

- enhancing Scotland’s human capital

- mainstreaming and improving Scotland’s
physical capital

- developing a comparative advantage in the
world economy

- reform to improve economic support

and

The two years spending plan is a proposal on
which the Parliament has voted the Budget

The expenditure budget refers to the
contribution of EU structural funds, in
sectors such as support to SMEs,
employment and city development
policy.

Also for the revenues, the budget refers
to the financing coming from the
European Union and their destination.
However, a comprehensive overview of
the amounts of EU funding used is
missing, making the calculation of the
actual impact quite difficult.

Within the portofolios ‘Finance and
sustainable growth’ and ‘Rural affairs
and the Environment’ specific budgetary
lines are devoted to the implementation
of EU funds. As for all budgetary lines,
the draft budget illustrates ‘what does
the budget do’, and it underlines how
EU funds contribute to the strategic
priorities of Scotland.

On the basis of the 2011/2012
documents it is not possible to analyse
the date related to the incidence of
structural funds, as the dedicated
budgetary lines are empty. However, it
is important to underline that the
Scottish government only lists the
‘estimated spend likely to be required’
from the implementation of the
structural  funds, not the EU
contribution.
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Despite the heterogeneity of regions object of ymigl there are a number of
points which have implications with regard to thealtenges and opportunities
of multilevel budgetary coordination.

There does not seem to be a strict correlationdmtvihe institutional capacities
and/or the economic development of the region with sophistication of their
programming and budgeting instruments. Each regiorganises its

programming and operational documents with a higgreke of discretion,

unless national requirements impose specific camdit with regard to the

format and the content (e.g. Regional Strategigfamming document in Italy).

As a result, it is a difficult exercise to make gmarisons which could help
analysing the potential for multilevel governance the budgetary field. In

addition, the relative importance of EU fundingiearto a great extent from
region to region, and the available documents atahvays very explicit about
the sources and the destinations of financinghis tespect, no region of the
sample translates EU-wide objectives both at degjfim and operational level.
Looking at Piemonte, for instance, while the progmang document refers
clearly to Lisbon related priorities, the budget ssructured in a less
straightforward way (i.e. by function) which doest mllow detecting what are
the specific policy actions and programmes co-fieah by the EU. While

Piemonte may represent good practice with regatealetailed presentation of
financing sources, it would need a tighter linkstoategic programming. The
availability of comprehensive information is a nesary condition for multilevel

governance to be effectively established.

For those regions presenting strategic long-terpeabives, it is easy in most
cases to see that regional priorities broadlyriibiLisbon (and Europe 2020)
targets. However, the picture is further complidaby the different levels of
economic development and the specific problemseabm®n has to face.

The sample analysed reveals that in fields sucledasation, employment,
support to SMEs and community development, EU fue@sesent an important
part of total financing. However, it may also baioed that in some cases, e.g.
Aquitaine and Scotland, infrastructure investmeristitute a major orientation
for development, which might risk not to be covebgdhational transfers or EU
funds. It emerges quite clearly that, in additian the broad directions of
spending similar to all regions, there are specsigties each territory is dealing
with, and for which flexibility in the implementain of the funds is needed.
Against this background and given the current enoocontext, where LRAs
are seeing the national transfers shrinking, imseeven more difficult to set
strict top down priorities for the use of EU funds.
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On a more practical level, one can see two mairestampering top-down and
bottom-up coordination: the lack of explicit refece to EU funds and the
differences in budgetary calendars (i.e. duratidnstwategic programming,
existence of 2 or 3 years pluriannual budgets, anbudgets). A strengthened
coordination is needed at strategic and operatitavadl, in order to ensure a
bottom-up and a top-down development of policies famancing mechanisms.

While it cannot be imposed to all LRAs to adopt teame budgetary
arrangements, it would constitute good practided&l and regional authorities
produce long-term planning and programming documénat cover the EU
financing period. The Territorial Pacts could sethes purpose, setting out
financing plans in line with the Europe 2020 stgags. Annual (or pluriannual)
budget would then be a translation into budgetamel®pes, which would keep
the link with the annual allocation of EU and naabfunds.

As noted above in this paper, the design and eddiborof Territorial Pacts (or
similar documents) might represent an additionahiadtrative burden for
beneficiary regions. Competitiveness regions, givaiso the declining
importance of structural funds financing, might rdfere not have the
willingness to invest resources in the productidnadditional planning and
programming documents.
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2. Operational Programmes: which role in
achieving Europe 2020?

Addressing the challenges of multilevel governaihceugh a more coordinated
budgetary approach might represent a positive @oeoluto enhance the
effectiveness of spending. However, as has beearlimed, such coordination
presupposes a bottom-up method which should inMoR&s in the elaboration
of spending priorities. In this respect, Operatidfrgrammes represent the last
step in the process of definition of spending dibyes, which has to maintain a
certain margin of flexibility by taking into accourregional and local
specificities.

However, as the analysis of the Commission’'s pralsoshow, there are
concrete risks of a top-down approach in the dafimiof future regional policy

(i.e. Partnership Contracts and Operational Progras), which might impact

not only on the weakest European regions but as@ ltonsequence on richer
regions currently struggling with maintaining publinvestment. The current
economic crisis requires an EU tailored approachetponal and local needs,
able to address specific problems hampering therréd growth. However, the

aim of the funding also needs to be in line witke gholitical and strategic

direction of the EU, i.e. Europe 2020 Strategy. iAghathis backdrop, potential

tensions can occur between local/regional prigritesnxd Member States/EU
priorities, whose implications would need to bedgtd before entering the next
financing period.

By looking at current Operational Programmes andth@ Commission’s

proposal, this final chapter evaluate the natuik eient of the tensions which
could create after 2013, and what could be thesrisk traditional regional

spending priorities.

2.1 The nature and purpose of Operational Programime
previous MFF and the current proposals

Operational Programmes are the centre-piece of &fjomal policy multi-
annual planning. They specify the main prioritieggets, spending plans and
partnership mechanisms: “The objectives and pragritor the use of the funds
are laid down in individual Operational Programraesational or regional level
negotiated between the Commission and each Memtze &nd formally
approved by the Commission. [..The programme authorities select the
projects to attain the objectives set and to wihiehfunds contribute™”
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For the previous and current financing period, sdocbhuments were based on
the National Strategic Reference Framework (NSRRjch sets the reference
for programming Structural Funds and Cohesion Raotetventions in a manner
consistent with the Strategic Guidelines on Cohresidie NSRF presents a list
of national and regional Operational ProgrammessjQthich it is seeking to

implement, as well as an indicative annual findnail@cation for each OP. For
the next financing period, National Reform Prograasmand Partnership
Contracts will be the reference document for tHendmn of the OPs.

Despite their utility in setting out the concretetians for regional spending,
since the 2000-2006 funding period Operational Rnognes have shown a set
of issues concerning policy operationalisation.nhany regions, there were
insufficient mechanisms to involve local partnerduilding bottom-up regional
priorities, which would result in OPs being a meneplementing tool of
priorities decided elsewhere. Such tendency acawdueven more in the
Operational Programmes of the current funding jge @007-2013), and the
proposals of the Commission for post-2013 seematangthe direction of a
strengthened top-down approach.

In fact, the proposed concentration of objectivass the 2014-2020 cohesion
policy will require regions to choose from a redd thematic menu the
priorities on which they want to concentrate theding (and national co-
funding). Such thematic menus are to be defineoutjin regulation by the EP
and the Council, and it will basically ensure thedources are geared towards
Europe 2020 objectives. This is particularly trumr ftompetitiveness and
transition regions, whose resources will be di@cte energy efficiency,
renewable energy, SME competitiveness and innavatimr what concerns
convergence regions, the indications of the Eunop@ammission are not, at
this stage, clear enough to determine the impadhefpossible changes in
investment strategies.

This move towards more alignment with EU —levelealiyes is not new, as it
can also be observed in the so-called Lisbon $fyatearmarking”. Cohesion
policy instruments were required to contribute lte Lisbon Strategy already
during the 2000-2006 programming period, but it wathe 2007-2013 funding
period that earmarking called for a specific aligmin with the Lisbon
objectives: The so-called "earmarking” exercise asks MembeteStto focus
the funding on categories stemming from the renewedwth and Jobs
("Lisbon") Strategy. These categories concern fiyathemes such as research
and technological development, innovation and emaeeurship, the
information society, transport (for Convergence iogg), energy, including
renewable energy sources, environmental protediot human resources and
labour market policy related issues. The level xgjemditure to be earmarked
for these is 60% for Convergence regions and 75%rdégions under the
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Regional Competitiveness and Employment objeclive.provisions only apply
to EU15 and not to the new Member States.

The proposal of the European Commission is theeeiforline with previous
trends, albeit even more focused. In general tefimking policy actions to
political objectives it is a welcome developmenhieh goes into the direction
of more effective and accountable spending. Howeyeestions can be raised
on the usefulness of reducing the number of prsritregions can ‘use’,
especially when the overall regional strategywiith EU-wide priorities.

This raises a key question: what is the purpogbetoncentration of priorities?
If priorities can be demonstrated to contributéhi® goals of Europe 2020, there
appears little reason to strongly limit regionabicles, especially since a region
might identify a major impediment to growth whick not included in the
limited priorities. It can be argued that concetndra of priorities will ensure
that there is significant critical mass or thaertsures project funding which
reaches a threshold level. However, this could beeneffectively achieved by
setting minimum project sizes and giving regiorieraer list of priorities from
which they can choose a limited number. In addjtiartoo strong limitation
reduces flexibility and might mean that for certedgions the ability to engage
in new funding instruments such as the Connectingie Facility is limited.
The crisis should also lead to a reevaluation ochtwdohesion funding is spent
on. For example, more funding will have to go teafice basic public services
in countries or regions which are struggling. Againstrict limitation of
priorities seems to go in the wrong direction.

2.2 Analysing the implications of thematic concation

In order to analyse the potential implications bérhatic concentration on
competitiveness and transition regions, we havean@ sample of 5 European
regions, of which the Operational Programme (200%32 is studied"

- Aquitaine, France

- Piemonte, Italy

- Northern Finland, Finland

- East Wales, The United Kingdom
- Madrid, Spain

As for the analysis of sub-chapter 1.2, the chosample does not fulfill

conditions of representativeness, but gives a ga@aview of the priorities on
which competitiveness regions are currently foag$ieir spending.
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The current OP for the region of Aquitaine, betiefif from a budget of 1.3

billion euros, is built both around regional issugsntified during the analysis

of the region’s potential, and around the natiaqnatielines set in the NSRF, as
well as the strategic Community guidelines.

This OP is meant to contribute to the Lisbon oljest concerning
competitiveness and employment “by providing sigait support to
intervention capacity for research and technologyndfer and by targeting
interventions geared to innovation and the inforamasociety, while at the same
time focusing particular attention on the environmeand sustainable
development™™. The main priorities of the region are targetednabvation,
ICT, energy, and SME growth, with the share of Camity funding dedicated
to the Lisbon objectives reaching “nearly 74% fog ERDF and nearly 81% for
both the ERDF and the ESF™ The EU contribution seems to be the highest
in the Priority Axis ‘Promoting the knowledge-baseconomy’, amounting to
175 million euros.

The total budget of the OP for the Piemonte regibhaly is 1.1 billion euros,
with around 71% of that being earmarked for thebars objectives. The main
priority regards research and innovation (48% ofdf), followed by renewable
energy sources and energy efficiency (26% of funds)d improving the
attractiveness of the region (another 26% of fund&)e priority concerning
territorial development “is characterised by arsgreerritorial approach and will
be implemented through integrated territorial pamgmes™™™ The Priority Axis
‘Innovation and Production Transition’ benefits rfro the largest EU
contribution, more than 197 million euros.

The OP for Northern Finland benefits from a totatipet of 1.1 billion euros,
and its priorities are developed around innovatieenpetitiveness, enterprise
growth, and enhancing the region’s attractivenesksacessibility. Expenditure
towards the achievement of the Lisbon objectivel$ ave a share of up to
76.2% of the total funds, which is more than th8676ommunity target for
Regional Competitiveness and Employment regions.e Tlargest EU
contribution is going to the Priority Axis ‘Promoti of innovation activity and
networking, and reinforcing knowledge structuresid amounts to more than
116 million euros. What is interesting to notehas tOP is that for all 4 Priority
Axes, the EU contribution is precisely equal to ational Contribution.

180 million euros represents the total budget & @P for the East Wales
region, in the United Kingdom. The main prioritiemget knowledge —base
development and innovation (44.6% of funds), emisgpcompetitiveness and
growth (19.5% of funds), climate change (19.5%)d anclusive growth

(14.8%). It is worth highlighting the latter’s nbta alignment with the Lisbon
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Strategy objectives for growth and jobs. The EUtgbation for this Priority
amounts to more than 10 million euros.

The region of Madrid, Spain, benefits from a budgfe894 million euros under
its Operational Programme for the current fundimggpamme. This OP was
devised while taking into account the specific oegil issues, the lessons
learned from the previous programming period, dredriational and EU-level
guidelines. The priorities are focused around meseand innovation, access to
information and urban planning, particularly enwineentally-friendly urban
transport. The OP for Madrid will therefore consrigty contribute to achieving
the Lisbon objectives. The largest EU contributioterms of funds is going to
the Priority Axis ‘Knowledge-based economy, Inneeat and business
development’, and amounts to more than 213 milioros.

All the cases we analysed show that funds are snduaeing concentrated in
research, innovation and support to SMEs. In #spect, the proposed thematic
concentration would not bring dramatic changeshtihvestment priorities of
the sample regions. However, for some of the giresrifunding would probably
not be available: for example, the OP for East Walkso listed ‘Regeneration
for growth’ as an ERDF priority, which is likely tbe left out in the new
financing period under the proposed thematic camaton.

More generally, it can be argued that the currefiicdlt economic context

might constrain regions to focus on other typesneéstment in the incoming

years, away from Europe 2020 direct targets. Aldoer regions are confronted
with tight public finances, and might be in needfonding to supply basic

public services and infrastructures, rather thasg@mming growth-enhancing
investments for research and technological innowmatiln this respect,

introducing thematic concentration at this momenghin have disruptive

consequences on the capacity of regions to use Ugldsf also because the
necessary national co-funding risks disappearingsenweral countries (i.e.
freezing of budgetary transfers in France).

Furthermore, for those regions already struggliogspend EU funds, fewer
priorities will negatively affect their absorptiazapacity, since it implies less
possibilities of shifting resources from a spendihgpter to another.
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Conclusions

Although criticised by many for not being ambitioaaough, the post-2013
MFF proposals has brought to the negotiation tabseries of novelties which
are likely to change the strategic and operatiar@agement of EU funds.

Moreover, the multiannual financial document cdogsis just one of the pieces
of a framework composed also of Europe 2020 (iteategic long-term
orientations) and new economic governance (i.eoff@an Semester, reform of
the Stability and Growth Pact and Euro Plus Pddte financial perspectives
certainly occupy a prominent role in the new fraragwy but they will have to
be coordinated with the efforts of Member Statesadhieving Europe 2020
objectives.

The paper has shown the extent to which the Euro@amester, obliging
Member States to present their national developragategies, will require a
stronger commitment from countries to gear thesougces towards the same
objectives the MFF is directed to. Moreover, dewyvifrom National Reform
Programmes, regional strategies will be detailethenPartnership Contracts. It
Is therefore important that LRAs take an activeeyoktarting from the
elaboration of NRP, in order to avoid a top-downprapch in the
implementation of EU regional policy.

Our analysis of the Commission’s proposals (i.em@wmn Strategic Framework
and Partnership Contract) reveals that severalebeitks appears to exist,
starting from the coordination challenges with NieRhe difficulties linked to

determine a ‘one-size-fits-all’ set of thematic goties and impose

conditionalities to the beneficiaries of EU fundlinfortunately, the details of
the European Commission proposals are at this dtaged. However, the

paper tries to make forward looking suggestionhiaw the bottlenecks can be
tackled, also by insuring a strong involvement &As. In this respect, it is
proposed to elaborate Territorial Pacts as docusneeitting out an integrated
regional development plan, including EU, nationad aregional sources of
funding.

After having analysed the features of the framewmkposed by MFF 2014-
2020, new economic governance and Europe 202Getitend part of the paper
focuses on the implementation phase of public mdicwhich will be
determined in the strategic EU documents. TheableRAs emerges as crucial,
as well as the need to increase coordination betwee different levels of
government. By analysing regional budgets and tperationalisation of
structural funds (i.e. Operational Programmes),gapers looks at the current
practices of five sample regions, detecting chgisnto a multilevel governance
approach and potential solutions for stronger doatgbn.
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As far as the budget is concerned, the case ststies that a direct link to
strategic and operational EU-wide priorities iseaftmissing at regional level.
Despite the shortcoming of the analysis, whose t&ampnot representative of
the extreme heterogeneity of regional budgetargtjmes, it is argued that given
the importance of regional budgets in implementitd) policies, links between
the EU, national and regional funds should be sdetiut more clearly in a
programming document. It is suggested that Teraltétacts, as presented in the
first part of the paper, could serve this purpose.

With regard to the operational programmes, the papaducts an analysis of
five sample OPs, aimed at studying the possibldigaoons of the thematic
concentration announced in the next MFF propodat. ifnposition of top-down
choices on competitiveness and employment regionsestments might
jeopardise regional investments in areas such fagstructure or community
development. Yet, our analysis of the sample shdtiveg competitiveness
regions tend already to focus on a small numbebgctives linked to research,
innovation and support to SMEs, driven by the Lisbearmarking’ process.
However, now more than before, there might needddospecific funding
facilities to support basic public services, giviea shrinking amount of national
transfers. Against this backdrop, the paper putsdgouestion the added value of
having a smaller number of thematic objectivesthés will not provide any
specific assurance that the Europe 2020 targetbeavileached more effectively.
As long as the strategy of the region fits into theen strategic objectives of the
EU, with the recognition of regional specificitiaad challenges, restricting the
number of priorities for receiving EU funds mightea be counterproductive,
especially in a context of restricted public finesc

To sum up, the paper looks at the next MFF progosithe Commission by
analysing a number of critical issues with regiomadl territorial relevance. On
the one hand, there are several elements which ngdd to be clarified,

especially with regard to the functioning of th&atens between NRF, CSF and
Partnership Contracts. As far as it can be seémeanoment, the risks of a top-
down approach seem high.

On the other hand, past and current financing gderslhow us shortcomings and
coordination mechanisms to be improved, in orderirtgplement a real
partnership and multilevel approach in the nexariicing period. However, it is
not clear the extent to which the current proposais going into the right
direction, in particular with regard to the thernatoncentration.

LRAs have been delivering on EU-wide strategic olyes, and they have the
potential for continuing doing so and contributeéhe success of an exit strategy
from the crisis. However, to ensure effective daty they have to be given an
active role in theex antephases of design and elaboration of EU policy
objectives.
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Annex 1

NRP Sweden

Energy efficiency

“In addition, the Riksdag has
decided on a target for energy
efficiency, which is expressed
as an economy wide target to
reduce energy intensity by 20
per cent between 2008 and
2020. The target concerns
primary energy relative to GDP.
To meet the target, mostly
general economic policy
instruments  (for  example,
energy taxes, carbon dioxide
taxes and emissions trading) and
measures are employed. These
are supplemented by other
measures aiming to close
significant  information  and
knowledge gaps. In the Budget
Bill for 2010, the Government
allocated SEK 575 million for the
period 2010-2012 for further
energy efficiency initiatives at
the local and regional levels
and for initiatives for
sustainable energy use. The
main measures are support for
municipal energy and climate
advisory services for households
and small business and work to
encourage the market
introduction of systems
solutions for making the housing
and service sectors more energy

Renewable energy and
environmental

technologies

“The Government allocated
more funds for environmental
technology, renewable energy
and energy research in the 2011
Budget Bill. Measures for
research, development and the
demonstration of new
technology are an important
tool for meeting the climate and
energy targets set by the
Government. The Government
has carried out a special
initiative for commercialising
new energy technology. The
initiative, which primarily
concerned second generation
bio fuel, came to SEK 875 million
for the period 2009-2011. To
strengthen the regional work
on reducing the climate impact
and on the transition to
alternative energy sources, the
Government designated three
counties as pilots for green
development. The intention is
to develop the regional climate
and energy work in order to
promote a green economy
through new jobs, growth and
increased competition.” (p.43)

Role of local and regional | Involvement of local and regional
authorities in the | authorities in_the discussion around
implementation of Europe 2020 | the Europe 2020 strategy

strategy
“Local and regional support for

the Europe 2020 strategy’s
targets and intentions, and thus
for regional and local
development in Sweden, are
crucial for the successful
implementation of the strategy.
The national strategy for
regional competitiveness,
entrepreneurship and
employment 2007-2013 sets
out the Government’s priorities
for  regional growth and
constitutes an important
instrument for converting the
EU’s common targets for
growth and employment into
regional and local priorities. It
forms the basis of the regional
development and structural
funds programme. The national
strategy together with the
regional development
programmes thus contributes to
increased cooperation between
the national and the regional
levels. The regional actors thus
play a role in implementing the
national reform programme
based on their particular

“At a national forum meeting in March
2011, the implementation of the
Europe 2020 strategy at the regional
and local levels and the link to
regional development work and
cohesion policy were considered. In
many places in Sweden, local and
regional initiatives are underway to
develop processes that more clearly
integrate the Europe 2020 targets into
regional and local development efforts.
There is a great need for learning
between the national, regional and
local levels about regional
development experiences. The
implementation of the structural funds
has contributed to this work.” (p.46)
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efficient. Moreover, the
Government allocated SEK 300
million annually to finance a
five-year programme for energy
efficiency for the period 2010-
2014. The programme includes
an expansion of regional and
local energy and climate work,
initiatives  for  information,
consultation, support for
technology procurement, and
market introduction of energy

conditions and opportunities
primarily within the framework
of the regional development
programmes. In the light of
local self-government in
Sweden, the local level has a
leading role in implementing
some of the targets set by the
Swedish Government.” (p.46)

efficient technology, with
particular focus on SMEs.”
(pp.42-43)

NRP Spain Science and Technology Employment Consistency between regional | Responsibilities of local and regional
“The Spanish Science and | While promoting active | policies and the National | authorities in addressing the fiscal
Technology Strategy will | inclusion the Spanish | Reform Programmes Imbalances and contribute to Europe
establish criteria and areas of | government will seek to “reach | “In view of the considerable | 2020 targets
common action for the central | agreements with the | devolved powers of the | Country specific recommendations:

and regional government so
that their policies are
coordinated and they share
goals in scientific and technical
research.” (p.24)

Autonomous Communities and
local governments to increase
the efficiency of minimum
welfare benefits, by providing
flexible linkage to access to
quality employment and making
the range of primary social
services more responsive to the
protection and social insertion
of individuals in situations of
greatest social vulnerability,
particularly the homeless.”

(p.38)

Autonomous Communities in
many of the policies covered by
the Europe 2020 Strategy, an
attempt will be made to
promote the design of regional
policies that are consistent with
the goals of the NRP and to
ensure that regional objectives
are aligned with any European
and national objectives. The
corresponding ministries  will
discuss these issues in bilateral
thematic meetings with the
Autonomous Communities, and
a transparent, homogeneous
and  harmonised  reporting
system will be maintained to

Art. 8: “Regions account for a large
share of total public expenditure and
9 out of 17 exceeded their fiscal
objectives in 2010. However, deficit
and debt control mechanisms for
regional governments have already
been strengthened and the Spanish
government has committed to take
additional measures, if needed to meet
the budgetary targets.”

Art. 9: “Achieving the foreseen fiscal
consolidation in 2011 and 2012
requires strict application of the deficit
and debt control mechanisms that
have been put in place for regional
governments.”
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ensure monitoring of the NRP.”
(p.40)

Art.14: “Reform of the active labour
market policies was adopted in
February 2011, which also included
measures to strengthen the advisory
and guiding role of employment
services and their coordination at
national and regional levels.”

NRP Germany

Growth and employment
“Key measures to stimulate

growth and employment in
Germany” -—one area where
there seems to be a particularly
large room for maneuver for
LRAs is in “ensuring full
utilisation of the economy’s
labour potential”, as per the
below examples of actions:

1. “Action name:

Alliance for labour

Description of action:
Stakeholders related to
commerce and the labour
market will link regional
initiatives and projects in the
regions and thereby support the
development and oversight of
measures to secure the local
workforce base. An innovation
office has been set up to this
end.

Anticipated impact:

Successfully  counteract the
impending shortage of skilled
Workers

Employment of older workers
2. “Action name:

‘Perspective
employment pacts for
workers in the regions
Description of action:
Since October 2005, long-term
unemployed men and women
aged between 50 and 64 have
been  supported by the
"Perspective 50plus -
employment pacts for older
workers in the regions”
programme in their endeavours
to return to the general labour
market. The federal programme
is based on a regional approach
that allows authorities to
address issues particular to
their region when deciding on a
strategy for inclusion and
integration. Both the job
centres (with core
responsibility) and partners of
the regional networks are
involved in implementing the
programme. The latter include
businesses, chambers and

50plus’
older

Labour support for migrant

populations
3. “Action name:

XENOS — Labour market support
for immigrants with residence
rights and refugees

Description of action:

2. In conjunction with the
joint federal/municipal agencies
(Arbeitsgemeinschaften) and
approved municipal
organisations, this programme
creates support networks at a
local and regional level to assist
as many people as possible

towards long-term
employment. The
interconnected advisory

agencies are to work together
with the business community to
increase the rate and duration
of employment of the target
group in the labour market
through job-related training
courses to obtain qualifications.
At the same time, the aim is to
prevent or reduce claims for
social security benefits.

Skills’” development
4. “Action name:

“Integration through Qualification"
network (1Q)

Description of action:

Introduced in 2005, the “Integration
through Qualification — 1Q” advisory
and information network has been
extended regionally since 2011 as part
of a federal programme lasting until
2014. It aims to develop and expand
the migration-related and
intercultural skills of official
institutions, such as agencies, bodies
that provide basic social security
benefits, authorities responsible for
evaluation procedures, providers of
language courses and education, as
well as businesses.

Anticipated impact:

Sustained improvement of the labour
market situation of people with a
migrant background.

Status and schedule:

3rd phase of the project commences
on 1/7/2011 with 10 regional
networks. Plans to extend project to 25
networks from 2013.” (p.44, Action
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Status and schedule:

The alliance for labour was
established in October 2010.
The innovation office will
commence work in  March
2011.”

(p.40, Action no. 20)

associations, municipal
establishments and educational
institutions, policy-makers,
trade unions, churches and
social organisations.

Anticipated impact:

During the first phase of the
programme (October 2005-
December 2007), over 22,500
individuals were integrated into
the primary labour market. In
the second phase, (January
2008-December  2010) this
figure increased to over
100,000. The government has
set the goal of integrating
65,000 people in 2011.

Status and schedule:

Support of 78 regional pacts. In
force since 2005, extended once
more from January 2011 to
December 2015.” (p.40, Action
no.23)

Anticipated impact:
Greater scope for action of the

target groups to seize
opportunities on the labour
market.

Increased willingness of

businesses to employ individuals
in the target group.

Stabilises and safeguards the
long-term employment
relationships of foreigners with
residence rights.

Raises awareness among the
relevant stakeholders in the
labour market and public life.

Status and schedule:

Phase Il of the Federal
Programme for Immigrants with
Residence Rights and Refugees
(Bleiberecht  1l):  1/11/2010-
30/6/2014.” (p.44, Action no.36)

no.37)

NRP Poland

Local public finance (deficit)

Telecommunications and

Local monitoring mechanisms

“Work is in progress on a new
deficit rule for local
governments. Under the
proposed rule, the deficits of
local governments will be
limited to a fixed percentage of
their total revenues (with the
initial  level yet to be
determined). As a consequence
of ongoing work aimed at an
overhaul of the Polish budgetary

networks

“In certain areas of the country
(the so-called terra incognita for
telecommunications network
coverage) the infrastructure
investment in
telecommunications should be
supported with public funds due
to the low profitability of these
investments, and the
subsequent low interest of

“At the regional level, proper

coordination of the
implemented development
policy remains of the key
importance. To this end, the
potential of Regional
Operational Programme
Monitoring  Committees, of
Voivodeship Social Dialogue

Commissions, and of newly
established National Territorial
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framework, a draft law defining
a permanent expenditure rule
will be prepared. The actions
intended for institutional
strengthening of public finances
will, at the same time,
contribute to the delivery of the
Euro Plus Pact objectives. The
permanent expenditure rule will
aim at stabilising the structural
deficit at the level of the
medium-term budgetary
objective(-1% of GDP).” (p.11)

private sector in their delivery. It
is therefore necessary to
encourage the local authorities
to actively participate in the
actions for the development of
infrastructure to enable
providing broadband access to
the Internet services, and in the
case of commercial operators
to increase investments in the
new generation networks.”

(p.19)

Forum should be better used, as
those bodies may become a
forum for dialogue on the key
issues related to the NRP at a
level lower than national one.”

(p.53)

NRP UK

Evolution of centre/periphery
relations

“The 2010 Spending Review set
firm and fixed departmental
budgets for four years from
2011-12 to 2014-15, as well as
announcing reforms to Annually
Managed Expenditure (AME),
including welfare and public
service pensions. The
Government protected spending
on the NHS and overseas aid
and also made choices to:
prioritise fairness and social
mobility; focus on spending that
promotes long-term economic
growth; and reform public
services, to shift power away
from central government to the
local level and improve value
for money.” (Art. 3.14, p.15)

Example of local partnership
“A key vehicle for delivering

local economic growth and jobs
in England are Local Enterprise
Partnerships. These are locally-
owned partnerships between
local authorities and businesses
aimed at determining local
economic priorities and
undertaking activities to drive
growth and job creation.
Following an invitation in June
2010 to bring forward proposals
for local enterprise partnerships,
working on the basis of natural
economic areas, a total of 32
local enterprise partnerships are
now operational. Together, they
cover 91 per cent of the
country’s population, and
further announcements are
expected in the next few
months.” (Art.3.65, p.26)

Reducing regulatory impact
“The Government has made a

commitment to achieve a net
reduction in regulatory and
other burdens on the house-
building industry by March

2015. Where planning
obligations reflect more
buoyant property market

conditions, the HCA will urge
and support Local Authorities
to allow development to
proceed wherever possible. The
Government will work with
local authorities and industry to
introduce a new local viability
test, so that the cumulative
impact of regulation does not
make development unviable.
The Government has already
removed all centrally-imposed
standards for homes built on
surplus central government

In selected policy areas, corresponding
to headline targets, the NRP details
actions and programmes of devolved
administrations. The lack of
harmonisation in terms of methods
and indicators’ choice makes it more
difficult to make comparisons (e.g. in
the field of education).
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land, and will not require
additional standards for public
sector funded homes, resulting
in savings of around £8,000 per
unit.” (Art. 3.79, p.28)
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