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Economic, social and territorial cohesion in the EU: the 8th Cohesion Report
1. Rapporteur: Constanze KREHL (S&D / DE)
2. Reference numbers: 2022/2032 (INI) / A9-0210/2022 / P9_TA(2022)0326
3. Date of adoption of the resolution: 15 September 2022
4. Competent Parliamentary Committee: Committee on Regional Development (REGI)
5. Brief analysis/ assessment of the resolution and requests made in it: 
The European Parliament considered that cohesion policy can only continue to play its current role if it has solid funding based on the partnership principle and multi-level governance. The resolution stated that cohesion policy should not become a source of financing to make up for shortcomings in budgetary flexibility, nor face budgetary cuts in response to the crisis. The resolution called on the Commission to assess the legal possibility of creating two distinct parts within the Common Provisions Regulation (CPR), namely the content-related part (political) and the multiannual financial framework (MFF)-related part (financial resources), for the programming period post-2027. The resolution further called for a new fund, the Just Transition Fund II (JTF II), to be created in the post-2027 programming period at NUTS 3 level, with a revised allocation method and fully integrated into the CPR. The European Parliament urged support for the industrial, social and environmental transition of deindustrialised regions and called for the reintegration of the European agricultural fund for rural development (EAFRD) into the strategic framework of the CPR as a separate fund and for a higher European Social Fund Plus (ESF+) funds allocation in the next programming period to regions facing the ‘middle income trap’. In addition, the resolution called on the Commission and the Member States to avoid additional administrative burden on managing authorities and invited the Commission to take all necessary initiatives, in order to relaunch the European cross-border mechanism. 
6. Response to the requests and overview of the action taken, or intended to be taken, by the Commission: 
(Paragraph 4) The Commission is working intensely with the Member States to finalise the adoption of cohesion policy partnership agreements and programmes. Notwithstanding a legal analysis on the possibility to decouple a policy proposal from the accompanying financial proposal, in practice the negotiations of cohesion policy legislation and the respective financial resources follow two separate tracks, with the Council bracketing major financial provisions of the 2021-2027 cohesion funds proposals for discussion under the overall MFF negotiations. The Commission will continue to urge for timely conclusion of MFF negotiations, as in previous periods, and will work with the Member States for early programming preparations to limit the risk of delays in the future.
(Paragraph 7) The European Green Deal targets for climate neutrality by 2050 and at least a 55% reduction of net greenhouse gas emissions by 2030 will continue to shape Europe’s transition beyond the current programming period. The transition will therefore continue to impact European regions post-2027, posing certain challenges to social and economic cohesion. The Just Transition Fund (JTF) was introduced in the 2021-2027 programming period to address such challenges, and assistance to the impacted territories will likely be needed over the next decade. The Commission will assess the implementation of the JTF, drawing the relevant lessons from the mid-term review planned in 2025 and consider them in the design of post-2027 cohesion programmes.
(Paragraph 9) With the support of the European Parliament and the Council, Cohesion Policy’s FAST-CARE (Flexible Assistance to Territories) addresses the consequences of the geo-political context such as rising energy prices, inflation and supply bottlenecks, increasing flexibilities to facilitate phasing of major projects from the 2014-2020 to the 2021-2027 implementation period.
[bookmark: _GoBack](Paragraph 10) The European Union Solidarity Fund (EUSF) intervenes only in the event of exceptional and severe natural disasters, and since the outbreak of the COVID-19 pandemic, major health emergencies. This concept is embedded in the nature of the instrument (as a special instrument, the EUSF is financed over and above the Multiannual Financial Framework ceilings but with a maximum annual allocation set in the MFF Regulation) and its activation. The Commission recognises the increased budgetary pressure on the EUSF in the last two years given the increased frequency and intensity of major natural disasters. The 2021-2027 MFF introduced a single financial envelope for the EUSF and the Emergency Aid Reserve (EAR) under a joint Solidarity and Emergency Aid Reserve (SEAR), limiting the maximum annual amount for both instruments at EUR 1 200 million. A reflection on further widening of the scope of the EUSF should be considered taking into account existing support for climate mitigation and adaptation under Cohesion Policy funds.
(Paragraph 13) The Commission agrees that GDP cannot solely capture the social, environmental and economic challenges faced by EU regions. In this regard, the allocation methodology for cohesion policy, detailed in Annex XXVI of the Common Provisions Regulation, includes additional indicators on education, employment, poverty, demography and climate transition.
(Paragraph 14) With the adoption of the 8th Cohesion Report and the following discussions in the 8th Cohesion Forum, the Commission has identified a set of challenges critical for cohesion objectives and launched the debate on the future of cohesion policy, inviting all stakeholders to contribute.
(Paragraph 16) The allocation methodology of cohesion policy targets funding towards low-growth regions and less developed regions, compared to the average EU GDP. Programme support, including support to industrial activities, is tailored based on the specific contexts, needs and endowments of each region. Under shared management, Member States design place-based interventions and smart specialisation strategies supported by cohesion programmes, taking into account the relevant recommendations issued in the context of the European semester. Such cohesion policy investments are implemented in the wider context of EU initiatives, including the European Green Deal, the European Industrial Strategy, launched by the Commission in 2020 and updated in 2021, and the Recovery and Resilience Facility.
(Paragraph 20) The Common Agricultural Policy (CAP) strategic plan regulation and the new CPR Regulation were voted by the Parliament by the end of 2021, providing the legal basis for the EAFRD as part of the CAP Strategic plans and not part of the CPR in the 2021-2027 programming period. However, both the CAP Plans and the EU programmes under the CPR have explicit coordination arrangements for each Member State ensuring synergies for the benefit of rural areas. These are strengthened by Commission internal coordination arrangement concerning all EU funds, and also the Long-term Vision for Rural areas, whose objectives are shared by these funds.
(Paragraph 23) As regards the provision of solutions for the development of sustainable and innovative urban areas, cohesion policy is making important contributions to this end in the 2021-2027 period. At least 8% of the European Regional Development Fund (ERDF) will support sustainable urban development strategies, amounting to slightly over EUR 16 billion in total, empowering local authorities to decide on projects and to implement their sustainable urban strategies. Furthermore, a novel instrument, the European Urban Initiative, has been launched to support sustainable urban development with a budget of EUR 450 million from the ERDF. It will provide technical support to capacity building activities and direct finance for innovative actions aimed at cities to experiment and develop transferable and scalable solutions to urban challenges. Calls for proposals will be organised regularly at the EU level, and the first call in 2022 will support the New European Bauhaus (NEB). The Commission thanks the European Parliament for appreciating the need to strengthen the role of the NEB in the post-2027 period. The Commission is currently involved in various actions aimed at mainstreaming the NEB in cohesion policy 2021-27. First, the call “Support to New European Bauhaus Local Initiatives” offers technical support to small municipalities willing to develop NEB projects on the ground. Second, the NEB Call under the European Urban Initiative will provide direct support to projects developing innovative solutions in urban regeneration, affordable housing or cultural heritage transformation in line with the NEB values and principles. Third, the “New European Bauhaus territorial development model financial instrument” is an ‘off-the-shelf’ instrument that can be used by Member States under the new cohesion policy programmes 2021-2027. Fourth, the NEB Prizes are providing direct support to the authors of the most prominent projects and concepts implementing the NEB values, and playing an inspiring role for others. In addition to NEB financing opportunities under cohesion policy, the Commission has launched several other NEB calls, notably under Horizon Europe, among others. On the basis of the experience with these dedicated NEB calls under EU programmes and other ongoing initiatives, the Commission will evaluate the opportunities for additional dedicated NEB resources and/or programme during the current period and in the post-2027 MFF.
(Paragraph 28) The Commission has stressed the situation of regions falling in a “middle-income trap” since the 7th Cohesion Report. Special attention was paid to the concerned regions, notably by increasing the threshold, for the 2021-2027 period, of the category of transition regions aimed at enabling regions falling in development trap to benefit from higher resources and flexibility to address their situation. Enhanced attention will be paid, notably through the programming process, to ensure that the regions are duly taken into account and are supported to develop and implement the necessary place-based strategies. AGRI funds 2023-2027 will support, inter alia, rural and remote areas to enhance their local development and the rural economy, invest into rural population and this way strengthen the rural areas and prevent their depopulation. In the Common Agricultural Policy (CAP) Strategic Plans, the Member States should also provide information about the coordination, demarcation and complementarities with other EU funds active in rural areas so as to ensure that needs of rural areas are addressed. The European Commission has been supporting Member States and regions via the Technical Support Instrument (TSI) to design and implement structural reforms conducive towards sustainable growth and competitiveness. The support is provided upon request across a wide range of policy areas in line with the specific needs of Member States and regions, and EU priorities such as recovery and resilience, cohesion, and the green and digital transitions. The technical support requires no co-financing and can be delivered as a multi-country or multi-regional project.
(Paragraph 29) The allocation methodology for cohesion policy ensures that more than 70% of financial resources are devoted to less developed regions. Attention is paid, during the programming negotiations, to guarantee that the situation of underdeveloped regions is duly taken into account. Particular attention is also paid to rural areas, which are facing specific challenges and benefit accordingly of earmarked resources under the EAFRD. The Communication on the long-term vision for the EU’s rural areas (COM(2021)345 final), adopted on 30 June 2021, plans that the Commission will take stock of which measures have been programmed under the CAP and cohesion policy for rural areas by mid-2021 and issue a report in 2024 on possible orientations for enhanced support action and financing for rural areas.
(Paragraph 31) Both the 7th and the 8th Cohesion Reports have identified and analysed the situation of regions falling into development traps, together with the underlying factors. Analytic work will be pursued in the coming years to further improve the evaluation of these regions. These regions have been paid particular attention during the programming process, to ensure that the shortcomings underpinning their situation could be suitably addressed through support from cohesion policy.
(Paragraph 32) The Common Provisions Regulation for 2021-2027 provides sharp simplification of audit rules, notably through the promotion of single audit principle, specific limitation on auditing for simplified cost option schemes and financing not linked to costs, and with the possibility under certain conditions for programme authorities to opt for enhanced proportionate arrangements with simplified audit procedures and sampling requirements. Managing authorities are rewarded for the performance of their management and control systems, notably in the light of their error rates, granting them with enhanced proportionate arrangements for their management and control system.
(Paragraph 35) The Commission appreciates the Parliament’s continued support of the European Cross-Border Mechanism (ECBM) proposal and the importance it places on this file. The Commission is examining possible ways forward and remains committed to working with both co-legislators. In the meantime, the Commission continues to support cross-border regions under Interreg as well as the b-solutions initiative.
(Paragraph 38) Pursuant to Regulation 2020/2092 (‘Conditionality Regulation’), the Commission may propose to the Council to adopt measures if breaches of the principles of the rule of law in a Member State affect or seriously risk affecting the sound financial management of the Union budget or the protection of the financial interests of the Union in a sufficiently direct way. That means that breaches of the principles of the rule of law must have a link with the Union budget, for them to fall under the scope of the Conditionality Regulation. Measures adopted by the Council under the Conditionality Regulation may also concern cohesion public funding, as any Union funding under shared management. Sectorial rules make the payment of cohesion policy funding conditional on the fulfilment of the enabling conditions established in the CPR, including the effective application and implementation of the Charter of Fundamental Rights. The Commission, pursuant to its obligations under Article 5(5) of the Conditionality Regulation, will do its utmost to ensure that any amount due from government entities or Member States is effectively paid to final recipients or beneficiaries. Under the Conditionality Regulation, the Member State concerned remains bound to make payments to final recipients and beneficiaries of Union funds. The Commission has provided information and guidance to that end in the guidelines on the application of the Regulation adopted on 2 March 2022.
(Paragraph 49) Based on Protocol No 12 to the Treaty and the European System of Accounts, no expenditure can be excluded from the government deficit calculations. In this context, it must be noted that the part of the expenditure of government that is financed by the European Structural and Investment Funds (ESI) does not affect government deficit, because that expenditure is offset by a matching revenue from the EU. At the same time, the current Stability and Growth Pact (SGP) has already some provisions for public investment, including ESI investment co-financed by the budgets of national and local authorities. For the corrective arm of the SGP, Article 126(3) of the Treaty on the Functioning of the European Union indicates that “If a Member State does not fulfil the requirements under one or both of these criteria, the Commission shall prepare a report. The report of the Commission shall also take into account whether the government deficit exceeds government investment expenditure and take into account all other relevant factors, including the medium-term economic and budgetary position of the Member State...” For the preventive arm of the SGP, Article 2a of Regulation (EC) 1466/97 states that "The medium-term budgetary objectives shall ensure the sustainability of public finances or a rapid progress towards such sustainability while allowing room for budgetary manoeuvre, considering in particular the need for public investment." Moreover, on 12 February 2016 the Council endorsed ‘A commonly agreed position on flexibility within the SGP’ that provides, under specific conditions, for a temporary deviation from the adjustment path towards the medium-term objective (MTO) for government investments consisting on national expenditures on projects that are to a large extent financed by co-funding by the EU under the European Structural and Investment Funds, Trans-European Networks and the Connecting Europe Facility, as well as national co-financing of projects also co-financed by the European Fund for Strategic Investments. The role for EU fiscal rules in incentivising necessary public investment, while safeguarding against risks to debt sustainability, is a key issue discussed in the ongoing economic governance review. The Commission will provide orientations on possible changes to the framework with the aim of achieving consensus on the way forward well in time for 2023.
(Paragraph 51) The Commission agrees on the need for continuous effective communication and ensuring visibility of funding. Kohesio presents information on all cohesion policy programmes funded during the 2014-2020 period and will progressively be enriched with information on the 2021-2027 programming. A multilingual version of the Kohesio platform will be available by the end of 2022. By mean of the filters embedded in Kohesio, users can already search for information in specific thematic or territorial areas. In addition, smart search technologies powered by artificial intelligence provide users with suggestions to further refine searching. In the short-term, the integration of projects supported by the EAFRD and the Leader Programmes is not planned, as transparency requirements laid out in the CAP regulations significantly differ from those set out in the CPR (Regulation (EU) 2021/1060, Article 49 (3)).
(Paragraph 52) In accordance with the “do not harm cohesion” principles, Commission services will continue to ensure, notably through the inter-services consultation mechanisms preceding any new policy proposals, that other policy do not undermine the cohesion objectives laid down in the Treaty.
(Paragraph 53) Pursuant to Article (9)1 CPR, the respect for fundamental rights and compliance with the Charter of Fundamental Rights of the European Union in the implementation of the Funds is one of the horizontal principles of the Common Provisions Regulation and needs to be taken into account throughout the programming period. In particular, it follows from Article 73(1) CPR that for the selection of operations, the managing authority needs to take account of the Charter of Fundamental Rights of the European Union. Moreover, the CPR introduced a precondition for funding, which calls for arrangements to ensure the effective compliance of the CPR programmes with the Charter of Fundamental Rights. The Commission is assessing the fulfilment of this horizontal enabling condition, in light of the applicable fulfilment criteria. The horizontal enabling condition must remain fulfilled throughout the programming period. This will be monitored via the monitoring committees (Art 40(1)(h) CPR) and the annual performance review meetings (Article 41(3) CPR). Some Commission departments (Directorates-general for Regional and Urban Policy, for Employment, Social Affairs and Inclusion and for Maritime Affairs and Fisheries) have adopted in 2019 a Joint Anti-fraud Strategy based on an update fraud risk assessment. Managing authorities have been invited in 2021 to perform an update fraud risk assessment at programme level with a view to taking all required actions to prevent, detect, correct and report on irregularities including fraud, as set out in Article 69(2) CPR. The Commission continuously monitors the situation of the rule of law in the Member States, including to assess whether it should apply the procedure set by the Conditionality Regulation to protect the Union budget or the Union’s financial interests from breaches of the principles of the rule of law. In view of the increased workload, provision has been made in the European Anti-Fraud Office (OLAF) for seven extra external staff in 2022 to deal with Commission anti-fraud strategy (CAFS) and investigations. The proposal for the draft 2023 budget provides for a reallocation of six additional posts to OLAF from other parts of the Commission for additional workload including NextGenerationEU. Regarding the Parliament’s call for adequate financing and staffing of the relevant agencies and bodies, including the European Public Prosecutor's Office (EPPO), the Commission underlines that the significant increase of the EPPO’s personnel granted for 2022 meets in full the previous EPPO’s requests. The total number of the EPPO staff is 388. The EPPO is composed of two levels: central level (Luxembourg) and decentralised level (in the participating Member States). At the central level, the EPPO has been granted 248 staff for 2022, which represents an increase of 118 staff compared to 2021. It was a major effort from the EU budget to support the EPPO’s activities. That increase was meant for a period of three years (2022-24) in order to allow EPPO to deal with the backlog of cases in a reasonable timeframe. It reflected the EPPO's assessment of required staffing for 2022 and the related budget.
(Paragraph 54) In the context of the current crisis, it is of paramount importance to decrease the dependence on Russian fossil fuel imports, as soon as possible. The RRF provides a framework to effectively monitor and deliver on investments and reforms. This makes this instrument well suited to mobilise and implement available resources at Union and national level to also achieve the REPowerEU objectives. The preparation and implementation of the RRF has been done in complementarity and synergy with the cohesion funds and this will continue to be the case in the next months. The Commission proposed to give Member States the additional voluntary possibility for transfers to allow for a fast disbursement of funds by 2026 in view of the urgency of the energy crisis and the need to accelerate the reduction of our fossil fuel dependency. REPowerEU is under negotiation by the co-legislators, and within the negotiation process, the Commission will continue to act as an honest broker to facilitate reaching compromise solutions, including support under cohesion policy to vulnerable households and small and medium sized enterprises (SMEs) to cope with the energy crisis.
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