Follow up to the European Parliament resolution on the contribution of EU regional policy towards fighting the financial and economic crisis, with a special reference to Objective 2, adopted by the Commission on 12 October 2010
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6.
Brief analysis/assessment of the resolution and requests made in it:
This resolution stresses that EU cohesion policy made a decisive contribution to the European Economic Recovery Plan, constituting the largest Community source of investment in the real economy. It underlines that beyond the immediate support provided against the negative economic and social effects of the crisis, cohesion policy is also a long-term policy for combating structural problems and strengthening competitiveness, employment and the attractiveness of European regions. This resolution warmly supports the key priorities of the EUROPE 2020 strategy, particularly smart, sustainable, inclusive growth, and emphasises that cohesion policy is a key tool in achieving these priorities (§ 1, 2, 4 and 6).

With the 2006 reform, "Objective 2" relates to strengthening regional competitiveness and employment in a total of 168 regions in 19 Member States, i.e. 314 million inhabitants. The resolution notes the positive results observed before the economic crisis in the Objective 2 regions with regard to most indicators, namely the high performance levels in employment, innovation, research and development (R&D), human capital intensity, education and training and lifelong learning. It calls for these comparative advantages to be sustained through a strengthening of the Objective 2 instruments. The resolution welcomes the support measures for undertakings under the cohesion policy (approximately EUR 55 billion between 2007 and 2013), most of which concerns strengthening innovation and modernisation of SMEs (§ 3, 12).

Noting the negative social consequences brought by the crisis in these regions, this resolution calls on the Commission to take initiatives to support SMEs and employment and to evaluate the Small Business Act action plan after a year of implementation, primarily as regards results in strengthening SME competitiveness and access to financing and operating capital, promoting innovative start-ups and reducing administrative burdens. It calls on the Commission and the Member States to monitor, on a continuous basis, the impact of the crisis in various structural and development fields and the use made of the opportunities offered by the earmarked financing instruments in the objective 2 regions, including the financial engineering instruments such as JEREMIE and JESSICA (§ 5, 14, 24).

The resolution also requests the Commission to present a special report/study on the effects of the financial and economic crisis in the EU regions, in particular the Objective 2 and phasing-out regions, as well as on a possible widening or narrowing of regional disparities in the context of the crisis (§ 11).

The resolution welcomes the measures taken to speed up the implementation of the cohesion policy programmes. It calls on the Commission to help the Member States to adapt the cohesion policy programmes to the needs resulting from the crisis, to study the causes of delays in implementation and to find flexible solutions for the "n+2/n+3" rules, so that funds are not forfeited to the Member States. The Parliament insists that greater flexibility can be exceptionally required in the "n+2" rule in special circumstances such as the economic crisis, and recommends that unspent funds under the automatic decommitment rule should be allocated again to regionally based projects. The Parliament considers 100% financing excessive since it takes away the incentive for the Member States to ensure that the measures supported are effective and efficient through national co-financing. Concerning "major projects" (planned total cost of at least EUR 50 million), the resolution calls for a further increase -beyond 25%- in the financing provided through JASPERS which relates specifically to the Objective 2 regions (§ 7, 8, 10, 16, 17, 19, 21, 22, 23).

Finally, the resolution stresses the importance of genuinely integrated multi-level governance for the efficiency and effectiveness of national and regional policy. The resolution calls on the Commission to evaluate the possibilities of innovation-related territorial cooperation, both national and international, in each cohesion policy objective and particularly in the European territorial cooperation objective (§ 20).

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
Concerning the support to SMEs (§ 5), the Commission acknowledges that SMEs are the backbone of the EU economy and a key cohesion policy partner to promote growth and jobs. Across the Union, some 20 million SMEs, constituting 99% of all businesses, employ almost 90 million people, providing two thirds of total jobs in the private sector. A thriving and innovative SME sector is essential for growth, jobs and innovation and so for regional, economic and social cohesion. Mid to long-term sustainable investment into the real economy will determine how solidly the businesses will emerge from the current financial and economic crisis. Cohesion Policy is the biggest provider of EU support for SMEs, with some EUR 69 billion allocated to business support during the period 2007-2013. Of this amount, around EUR 55 billion is targeted at innovation, research, entrepreneurship and use of ICT in businesses, from which EUR 27 billion is directly targeted at SMEs, and around EUR 14 billion is targeted at helping companies, especially SMEs, to adapt to changing market conditions, including lifelong learning strategies, more productive working methods and restructuring and anticipating change. Relative shares allocated to SMEs differ between Member States, to be seen in the light of total volume of funds available, national needs and priorities set by each Member State. Support and activities of Cohesion Policy targeted at SMEs are not just about funding but also about innovative governance and strategies.

As announced in its work programme for 2010, the Commission has already decided to undertake a review of the Small Business Act (SBA) (§24), scheduled for December 2010, in order to give fresh impetus to its policy in favour of SMEs. It will in particular link the SBA to the Commission’s new policy agenda, Europe 2020, and include new actions under the existing 10 SBA principles to reinforce SMEs' competitiveness and to encourage the Member States to improve the SBA implementation at national level.
In relation to JEREMIE and JESSICA, (§ 14), it should be underlined that the role of these financial engineering instruments in the Structural Funds was strengthened by establishing the possibility of awarding contracts directly to the European Investment Bank (EIB) and the European Investment Fund (EIF). By August 2010, this possibility enabled European regions to efficiently commit a total EUR 2,5 billion of Structural Funds to financial engineering instruments managed by the EIB Group, deployed by 15 JESSICA Holding Funds in 9 Member States (EUR 1,5 billion managed by EIB) and 11 JEREMIE Holding Funds in 10 Member States (EUR 1,0 billion managed by EIF). Another 2,0 billion EUR is implemented via holding funds by national and regional financial institutions. Additional eligibility flexibility has been introduced in relation to financial engineering schemes. For instance, contributions in kind may be considered as eligible expenditure, which is expected to facilitate the set up of urban development funds in particular. In addition, the same enterprise or project may receive a non repayable grant and a loan, equity or guarantees from the Structural Funds. Also, in the light of the experience to date, the threshold for management costs in financial engineering instruments was increased by 0.5 % when implemented in outermost regions.

As concerns micro-financing, JASMINE is not considered as a financial engineering instrument but a horizontal action (joint initiative of the Commission and the EIB group) to support the non-bank micro-credit providers.

Concerning JASPERS (§ 19), the Commission significantly increased its contribution by 25 % from 2009 onwards, to help Member States in the EU 12 to prepare major projects. This increased input was strengthened by the EIB's decision to increase its contribution to JASPERS by an equivalent percentage. JASPERS has already made use of the increased resources to recruit new expert staff. JASPERS completed 133 assignments in 2009 compared with 82 in 2008, largely reflecting the input of additional staff. By the end of June 2010, JASPERS had an active portfolio of over 450 assignments.

Regarding the demand for a special report/study on the consequences of the crisis in the EU regions, in particular the Objective 2 regions (§11), the Commission is currently carrying out an analysis on the basis of the existing data at regional level and the economic forecasts for European regions in the coming years. The Fifth report on economic, social and territorial cohesion to be adopted in November 2010 will provide the main conclusions of this analysis.

Concerning the comments made under paragraphs 7, 10, 16, 17, 21 and 22, the Commission would like to refer to the Regulation (EU) No 539/2010 of the European Parliament and of the Council of 16 June 2010 amending Council Regulation (EC) No 1083/2006 laying down general provisions on the Structural and Cohesion Funds. As simplification measure relating to financial management, the regulation No 539/2010 provides for more flexibility in the application of the automatic decommitment rule (so-called 'n+2' rule) for the commitments of the year 2007 and for major projects. This will reduce further the decommitment risk which, following the current available data, is not particularly high for regional competitiveness programmes.

Regulation (EC) No 539/2010 did not take on board the Commission proposal of a possible frontloading at priority axis level for the ESF interventions. Nevertheless, frontloading at the level of projects is a possibility open to the national authorities since the beginning of the 2007-2013 programming period, and was further facilitated by the increase in advance payments available to the managing authorities. As the intermediate and final payments are cumulative and made on the basis of the co-financing rate of the priority axis, frontloading funding – at project and at priority axis level – has no impact on the national co-financing for the whole programming period: frontloaded projects during the crisis need to be offset by other projects with higher rates of national funding by the end of the programming period. Hence, the frontloading can ensure sufficient co-funding and accelerate the absorption of funds.

Concerning the need to reorient operational programmes, the Commission has been constantly in touch with national authorities during the first half of 2009 to ensure that maximum progress was made on the ground and to examine any early changes to the programmes necessary to meet new needs, simplify delivery and speed up implementation of established priorities. As a result, improved take-up of intermediate payments was noted during the second half of 2009 and beyond. In 2010, the execution of payment credits is well advanced.

Finally, the Commission agrees that territorial cooperation should play a strong role both as an objective in itself and as a reinforced element of other Cohesion Policy objectives. Innovation will surely continue to be one of the main aspects of territorial co-operation as its objectives will be aligned as much as possible with the EU2020 strategy.
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