
Follow up to the European Parliament resolution on the European Structural and Investment Funds and sound economic governance: guidelines for the implementation of Article 23 of the Common Provisions Regulation, adopted by the Commission on 2 February 2015
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6.
Brief analysis/assessment of the resolution and requests made in it:

The resolution highlights the importance of cohesion policy in maintaining European added-value investment, in providing a long-term frame, stability and certainty and in adapting to the macroeconomic and fiscal constraints by supporting the most pressing needs (paragraphs 1, 2, 4, 6).

The resolution considers that Article 23 of the Common Provisions Regulation (CPR) (macroeconomic conditionality) must only be used as a last resort option and only in exceptional situations. Frequent reprogramming should be avoided (paragraphs 3, 9, 11).

The resolution urges the Commission to use its suspension powers with utmost caution (paragraph 25) and welcomes the cautious approach taken by the Commission in the Communication (paragraphs 12, 26).

The resolution stresses that the partnership agreements and programmes have already taken account of the relevant country specific-recommendations and the relevant Council recommendations, which limits the needs of reprogramming over the medium term (paragraph 10).

The resolution also expresses its concern that the Communication does not make an explicit reference to the general and horizontal principles of Articles 4 to 8 CPR (e.g. compliance with the horizontal principles of partnership and multi-level governance or subsidiarity and proportionality – paragraph 15), and recalls the need of involving local and regional authorities in any reprogramming exercise (paragraph 19).

The resolution deplores that the Communication is silent about the role of the European Parliament in the implementation of Article 23 CPR (paragraph 28), and considers that the role of the European Parliament should be formalised in a clear procedure (paragraph 29). The resolution asks that the European Parliament is properly informed at all stages as regards the adoption of reprogramming requests or of any proposals and decisions on suspension of commitments or payments. A detailed procedure is proposed (paragraph 30).

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
· On the significance of the macroeconomic mechanisms for regional development and contribution of the policy to the relevant country specific-recommendations and relevant Council recommendations; (paragraph 7)

The economic crisis has stopped the gradual reduction of disparities observed within the European Union since the foundation of the European cohesion policy. The effect is primarily due to the dramatic impact of the economic downturn in some Member States. As a result, some Member States and regions that had enjoyed a remarkable trend of convergence have lost most of these gains and are back to the levels observed in the 1990s in relation to their EU GDP per head average (expressed in Purchasing Power Standards).
The analysis of the reduction of economic and social disparities has traditionally been mostly focussed on present economic growth and unemployment rates; it has in general overlooked other critical variables that may indicate how sustainable present economic growth and unemployment reduction are and how likely it is that they are maintained over time. The reduction in disparities within the European Union occurred in parallel to significant divergences in key macroeconomic variables across Member States such as trade and current account balances, private and Government debts, export market shares or credit flows. Major macroeconomic imbalances are at the origin of the dramatic impact of the crisis in some Member States and regions. They are still threatening the chances of economic recovery or future economic growth; for instance, the recently adopted Annual Growth Survey 2016 warns about the risk that high Government and private debt deter private investments in those Member States and regions.

As regards the contribution of the European cohesion policy to the implementation of relevant country-specific recommendations (CSRs), the Commission’s starting point for discussions with Member States on the funding priorities for 2014-2020 partnership agreements and programmes was rooted in the relevant country-specific recommendations made in the context of the European Semester process, and the socio-economic analysis at Member State and regional level.

More than two-thirds of the CSRs adopted in 2014 were relevant for cohesion policy investment and have been taken into account in Member States’ programme priorities. Examples of CSRs where the funds will support reforms include:

· improvements of and better access to the labour market and education and training systems,

· R&D and innovation,

· health sector,
· access to finance,

· the business environment, and

· administrative capacity.

This shows that there is a strong link between the European Structural and Investment Funds (ESIF), the European Semester process and the EU’s economic priorities in a number of Member States with CSRs relevant to the ESIF.
· On the call that Article 23 CPR be used as a last resort option (paragraphs 3, 9), and on the need for the Commission to use its suspension powers with utmost caution; (paragraphs 12, 25, 26)
The Commission would like to refer to its views expressed in the Communication "On steps towards Completing Economic and Monetary Union" (COM(2015) 600 of 21.10.2015). In this context, to support structural reforms in line with the common economic priorities set at EU level, the Commission will seek to enhance the use of the European Structural and Investment Funds in support of key priorities highlighted in the country-specific recommendations, including through the use of the measures linking effectiveness of these Funds to sound economic governance.

For this purpose, the Commission will use its reprogramming powers in those cases where such a reprogramming would be necessary to support the implementation of relevant CSRs adopted in accordance with Article 121 (2) TFEU or other relevant Council Recommendations addressed to the Member State concerned adopted in accordance with Article 148 (4) TFEU or Regulation (EU) No 1176/2011 (prevention and correction of macroeconomic imbalances).

· On alternative options other than the application of Article 23 CPR; (paragraph 13)

The Commission will always explore the various legal and policy instruments available to ensure the implementation of country-specific recommendations and other Council recommendations. Article 23 CPR allows the Commission to ensure full consistency of the ESI Funds with emerging structural challenges enshrined in country-specific recommendations or Council recommendations that may be addressed through multi-annual investments. In a reprogramming request, the Commission will only indicate the programmes and priorities that will have to be modified to address the relevant country-specific recommendations or Council recommendations while leaving to the discretion of the Member State those programmes and priorities that should be reduced.

· On the evaluation of the impact and cost-efficiency at regional and local levels of any measures adopted under Article 23 CPR (paragraph 18) and the request to avoid frequent reprogramming; (paragraph 11)

The Commission is aware that any reprogramming request entails an administrative burden for the national authorities at the various levels of Government (central, regional and local). The Commission will consider this impact before launching any reprogramming request under Article 23 CPR; a reprogramming under Article 23 CPR will only be considered in cases where it will have a higher impact than the existing allocation of the funds in the implementation of the relevant CSRs, relevant Council recommendations or in the economic adjustment programmes.

· On the need to take account of the situation of those Member States and regions which face socio-economic difficulties and where the funds represent a significant share of investment; (paragraph 20)

When deciding to propose a possible suspension under Article 23(6) CPR, the Commission will consider the size of that suspension as a share of the national GDP to take account of the impact on the economy of the Member State and to ensure equality of treatment across Member States. This will prevent the biggest beneficiaries of ESI Funds from bearing undue impacts compared with more developed Member States that receive less ESI funding in relation to their population and the size of their economies.

· On the role of the Parliament in the implementation of Article 23 CPR; (paragraphs 28 to 30)

The Communication was limited to providing guidance on how a number of elements of provisions of Article 23 CPR will be implemented as specified in the Statement by the European Commission on Article 23 (OJ C 375, 20.12.2013, p. 2). This is the reason why the Communication is silent about the role of the Parliament. The Commission will fully respect the provisions of Article 23(15) CPR and is available for a structured dialogue with the Parliament on the application of this Article. As regards the formalisation of a clear procedure allowing the Parliament to be consulted at all stages on the adoption of reprogramming requests or of any proposals and decisions on suspension of commitments or payments, the Commission considers that Article 23 CPR gives each institution a proper role which reflects the choice of the legislator.

· On the lifting of the possible suspension; (paragraph 27)

While no specific timing is laid down for the Commission to adopt the proposal lifting the suspension of payments after the Member State has taken effective action in accordance with Article 23(8) CPR, the Commission will adopt the proposal immediately after the approval of the revised Partnership Agreement and programmes.

· On reassessing the deadlines in the review envisaged by Article 23 (16) CPR and on reporting on the impact and results achieved in the application of Article 23 CPR; (paragraphs 14, 31)

In cases where a reprogramming request is decided to address a relevant country-specific recommendation, it will be launched as soon as possible after the adoption of the relevant country-specific recommendations by the Council and, in any case, no later than four months after the Council’s adoption. In case of reprogramming requests to address Council recommendations in the context of excessive macroeconomic imbalances, the Commission will consider similar deadlines. The Commission aims to avoid any interference or overlapping with the subsequent round of country-specific recommendations. In any case the Commission will carry out a review of the application under Article 23(16) CPR and will adopt if necessary a legislative proposal reviewing some provisions of this Article.

· On the submission of a White Paper taking account of the effects of public investment in the long term and establishing a typology of quality investments; (paragraph 5)

The new architecture of the ESI Funds for the programming period 2014-2020 takes account of the impact of the various types of public investment. This is the reason why in the 2014–2020 period, Member States and regions need to concentrate financial resources on a limited number of policy areas, which is based on the experience of earlier periods. They showed that the impact of EU funding was more limited than expected due to resources being too widely spread and concentrated on sectors which were not providing the highest value-added because of an excessive concentration of economic resources on them (e.g. non-tradable sectors in Member States with significant current account deficits). In general Member States have been reluctant on concentrating funding on a small number of priorities.

In the new programming period a minimum share of the ERDF, which varies depending on the category of region, must be concentrated on R&D and innovation, innovation and communication technologies, support to small and medium enterprises, and promotion of a low-carbon economy. In the European Social Fund, a minimum share needs to be devoted to social inclusion.

The thematic concentration requirements are complemented by the principle of additionality, which ensures that expenditure by the ESI Funds does not replace the investment efforts to be carried out at the national, regional and local levels.
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