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Executive Summary

Executive Summary

This report synthesises the main points to come out of the 27 country reports for 2011 produced by the network of national experts set up to monitor the performance of programmes co-financed by the ERDF and Cohesion Fund over the 2007-2013 period. It is a follow-up to the report produced at the end of 2010 and considers in turn:

· the economic context in which the programmes are being implemented, the prospects for the rest of the programming period and how both have changed over the past year;
· how regional disparities and the development policy pursued in different parts of the EU have been affected by the crisis and the measures taken to tackle it;

· the scale of support from the ERDF and Cohesion Fund to Member States in relation to development expenditure;

· the progress in implementing programmes across the EU and the extent to which the delays evident at the end of 2010 have been shortened and absorption problems overcome;

· the outcome of expenditure so far carried out in the different policy areas;
· the evaluations undertaken in Member States of EU co-financed programmes.
The economic context – continuing crisis

Recovery from recession has been slow and hesitant virtually throughout the EU, adding to the difficulty of reducing budget deficits and increasing the scale of fiscal measures required to bring down government borrowing. The immediate outlook is for little if any economic growth and the prospects over the remainder of the programming period are only for a limited improvement. Unemployment has remained high in most countries and, given the economic outlook, is likely to remain so. Accordingly, job creation has become of increasing policy concern, but the priority given to reducing budget deficits rules out any fiscal expansion in most countries.

In this context, the constraints on national development expenditure have tightened, increasing the difficulty in Member States of finding the funding to co-finance Cohesion policy programmes but, at the same time, raising the importance of doing so in order not to forego the EU funding available. Indeed, in many of the EU12 countries, EU funding has become virtually the only source of finance for development expenditure. 

Regional disparities widened in many countries by the recession

In general, the recession initially hit regions most reliant on manufacturing hardest, especially those geared towards exporting. These, however, tended to be the ones which recovered most quickly as global markets picked up if exports went predominantly to countries outside the EU. Regions with more traditional industries, such as textiles, have continued to remain depressed. In a number of countries, on the other hand (the Czech Republic, Latvia and Sweden), it is the more peripheral and rural regions that have been affected most, largely because of the concentration of services, which have less affected by the crisis, in the larger cities. In Hungary and Lithuania, regional disparities were reduced by public expenditure measures to counter the recession being concentrated there, while in Poland, disparities remained unchanged because the economy continued to grow.

Budgetary consolidation has also affected regions differentially 

The measures taken to reduce budget deficits have tended to widen regional disparities. Cutbacks in public sector employment have affected problem regions more than others in a number of countries (Italy, Spain, Portugal, France, the UK and Slovakia) because of a lack of private sector jobs. In addition, reductions in government transfers have diminished the finance for development expenditure both directly and through the effect on co-funding. 

Though the funding available might have been reduced, in most Member States regional policy continued to be focused, at least up to the end of 2010, on tackling underlying structural problems rather than being modified in response to the crisis. 
EU funding is contributing increasingly to development expenditure

The overall financial support from the ERDF and Cohesion Fund (totalling EUR 268.3 billion for the period) which remains to be paid to Member States is estimated to amount, on average, to at least 40% of government capital expenditure a year over the rest of the programming period in most of the EU12 countries. The only exceptions are Poland, where it is just under 40%, Slovenia (28%) and Cyprus (8%). In Hungary and Slovakia, it amounts to around 75% and in Estonia and Malta, to 62-64%. These figures, though approximate, highlight the critical importance of funding from these two sources to development spending in these countries. It is also of major importance in Greece and Portugal (27-29% of government capital expenditure each year) and the Convergence regions in Spain and southern Italy (around the same proportion) 

The allocation of support from the ERDF and Cohesion Fund between broad policy areas has remained mostly unaltered, though there has been some shift of funding to measures which give a more immediate boost to jobs or to accelerate financial absorption.

Financial implementation of programmes remains slow

Determining progress in implementing programmes is not straight-forward. The two main sources of data are both difficult to interpret in this regard: the payments to Member States from the two funds because these often lag well behind actual expenditure on the ground and Member State allocation of funding to specific projects because these may be slow to get going. 

Payment s from the ERDF to EU15 countries at the end of 2011, 5 years into the programming period, mounted to only just over a third of the overall funding available for the period as a whole, 10 percentage points less than at the equivalent time in the 2000-2006 period when programme implementation was considered to be slow. The difference was slightly wider than at the end of 2010, suggesting that there was no pick up in implementation during 2011. Over the first 5 years of the period, at a time when financial resources were scarce, total payments of the ERDF to the EU15 were EUR 10.6 billion less in real terms than if the payment schedule had been the same as in 2000-2006. The shortfall was particularly large in Spain, Italy and Portugal. Indeed, in Italy, payments at the end of 2011 amounted to only 19% of the overall funding available for the period.

Despite their much shorter experience in managing the Structural Funds, payments were larger to EU12 countries in relation to the funding available than to EU15. They were particularly small, however, in Bulgaria and, above all, in Romania where at the end of 2011 they amounted to just 16.5% of the funding available. 

In general payments from the Cohesion Fund were smaller than those from the ERDF, suggesting the pace of carrying out projects was also slower, perhaps because of their larger scale and greater complexity. At the end of 2011, over 70% of resources from the Fund remained to be paid out.

Allocations to project suggest a pick-up in implementation

The proportion of funding allocated to specific projects increased markedly during 2010 (the latest data available), suggesting that the implementation of programmes may have been more advanced than implied by the payments data. Across the EU as a whole, some 55% of the budget available to programmes had been allocated to projects by the end of 2010, well over double the figure at the end of 2009 (23%). The situation was much the same, on average, in the EU12 as in the EU15. Allocations to projects, however, were much smaller on average in Romania, Bulgaria and Italy – only a third of the funding available– confirming the lengthy delays in implementation implied by the payments data. The data also suggest delays in implementation in France and to a lesser extent the Czech Republic and Slovakia and that, by contrast, implementation was relatively well advanced in Estonia and Lithuania.

Reasons for delays in implementation and measures taken to tackle them

Where serious delays occur they seem to be common across most policy areas. The main reasons for them remain as indicated in the 2010 report – the overlap in the present and previous programming periods, a lack of institutional and planning capacity which makes it hard to catch up, the difficulty of finding co-financing because of the crisis and the weak demand for funding from businesses for the same reason and because of the uncertain prospects for growth. 

The measures taken to reduce delays include, in particular, reallocating expenditure to areas where funding could be spent more quickly (such as from rail to road construction), the reorganisation of payment systems to increase their efficiency, the simplification of regulations, increased training of staff and use of outside consultancy and the procurement of loans from the EIB and elsewhere to reduce problems of co-financing.

Achievements difficult to assess

Identifying achievements so far from the funding provided by the ERDF and Cohesion Fund is made difficult not only by delays in implementing programmes but also by the unsatisfactory nature of the information available to do so. The quantitative indicators included in the Annual Implementation Reports, which are intended to provide a guide to progress in carrying out programmes, are in many cases not adequately explained, not sufficiently related to the end goals of policy and not consistent across programmes – which makes aggregation even of core indicators hazardous. Equally, the qualitative information contained in the reports in most cases is not clearly linked to the quantitative data and does not enable them to be meaningfully interpreted in terms of policy objectives. 

While there is some progress in the present programming period relative to the previous one, it is limited and a step change is needed for a results-oriented approach in the next programming period from 2014 on to become a reality. 

Evidence on achievements so far
Despite delays and unsatisfactory information – which extends to the statistical reporting of indicators
 – it is still evident that some significant achievements were made over the first 4 years of the programming period: 

· In gross terms, almost 189,000 (full-time equivalent) jobs across the EU are estimated to have been created directly by the projects carried out.

· Some 19,000 RTDI projects, 6,000 business research-cooperation projects and almost 24,000 business start-ups were supported and over 100,000 SMEs were assisted to invest and innovate.

· Almost 920,000 people were connected to broadband.
· Nearly 280 km of motorways and 285 km of railway lines were added to the trans-European Transport Network and significant savings in journeys times were made by the upgrading of roads and railway lines, especially in the EU12.
· Around 1.5 million additional people were connected to clean drinking water supply and over 3.3 million to main drainage.
· Some 800 square km of contaminated or derelict land was cleaned up mostly in the EU12 countries.

Evaluations growing in number
The number of evaluations of programmes, or parts of them, increased significantly across the EU In 2010 and the first half of 2011. In all, some 266 completed evaluations were listed in the country reports and, in some countries, these are only a sample of the total number. There are, however, marked variations between countries in this respect, with no evaluations so far being completed in Greece and Cyprus. In some countries, moreover, evaluations are isolated from the policy-making process and have little influence on decisions, while in others (Latvia and Lithuania, especially), procedures have been set up to ensure that the findings feed into the decision-making process. 

Although most evaluations have so far focused on management and implementation – partly because of the limited output so far in many areas – around a third have been concerned with the effects of policy or its impact. In most cases, the focus has been on specific issues or measures rather than on trying to assess whole programmes. Almost all policy areas have been covered, though relatively few evaluations have examined transport or environmental infrastructure investment. This is leading to a build-up of knowledge about the effects of particular interventions in different areas, which is potentially important for both accountability in the current programming period and the design of future policies across the EU. 

Concluding remarks

Although the evidence is mixed, data on commitments suggest that the pace of implementing Cohesion policy programmes was stepped up in 2010. Nevertheless, in a number of countries, in Romania, Bulgaria and Italy most especially, serious delays are apparent and there is a real question over their capacity to absorb the funding available over the rest of the programming period. The risk, moreover, is that policy attention will focus on absorption and that the quality of the projects supported and their effectiveness in achieving development objectives will suffer as a result.

At the same time, assuring that funding is spent in the most effective way has assumed greater priority because of the deterioration in the underlying economic situation and the downward pressure this imposes on public budgets. Indeed, in a number of countries, the ERDF and Cohesion Fund have become virtually the only source of finance for regional development expenditure.

The difficulties of assessing the performance of programmes documented in the present report highlight the need for more relevant and consistent indicators and for more informative commentary on them if progress towards meeting policy objectives is to be properly monitored and judged. 

Equally, the growing accumulation of knowledge being built up on the effects of particular types of intervention in different areas as a result of the increasing number of evaluations being carried out calls for an effective means of dissemination so that it can feed into future policy-making across the EU. There is a parallel need, however, to improve the evaluation methods used to ensure that the findings are valid and to define the essential features of the measures concerned for them to be successfully implemented in other places. 

There is also a pressing need to convince Member States, which are not carrying out evaluations or are not making use of their findings, of the benefits of evidence-based policy-making, especially in a context in which ensuring value for taxpayers’ money has assumed paramount importance.
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� The production of the present report was delayed because of the need to verify the data reported on core indicators and to correct obvious errors.
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