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Improving institutions

 There is substantial evidence that the quality of government matters for social and 
economic development across the EU and that it is an important determinant of 
regional growth. 

 

objectives and the ability to implement structural reforms which have the potential 
to boost growth and employment. 

 The perception of corruption remains widespread in a number of EU Member States 
and this erodes trust in governments and their policies. In many regions across the 
EU, public procurement is open to the risk of corruption and a lack of competition 

when only one bid had been submitted.

 Professional and impartial public authorities are of major importance in combating 
corruption; however the degree to which meritocracy is a feature of the public 
sector, rather than nepotism, varies greatly between and within EU countries.

 Doing business is easier in the north of Europe than elsewhere in the EU, but central 

are major variations in the ease of doing business between regions in a number 

local governments. 

 

ease of use, so limiting their take-up and growth.

 A suitable institutional framework is important to facilitate the creation of new 

and business start-ups. 

chapter4
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low-quality institutions that enable corruption to 
occur add to the costs of investment and reduce 

makes investors highly sensitive to the political 
uncertainty inherent in low-quality institutions5. 

utmost importance for the well-being of society, 
and there is broad consensus that good govern-
ance is a pre-requisite for long-term, sustainable 
increases in living standards. It has equally been 
found that the quality of governance strongly in-

-
vices, social trust and political legitimacy. It helps 
to explain why living conditions vary between 
countries and regions with much the same level of 
GDP per head6.

which feature an “ -
able approach to competition and procurement 

-

institutional and administrative capacity, reducing 
the administrative burden and improving the qual-
ity of legislation” (European Commission, 2014, p. 

-
demic studies which view good governance as the 
impartial exercise of public power, focusing on 
policy implementation rather than the content of 
policies or the democratic process through which 
they are decided7. 

In sum, there is a growing consensus that the qual-
ity of governance and institutions is a fundamental 

Kaufmann and Kraay (2002), Kinoshina and Campos (2003), 
Levchenko (2004), Walsh and Yu (2010).

6 Dahlström et al. (2015); Acemoglu and Robison (2012), North 

(2008); Tavits (2008); Svallfors (2013).

7 Rothstein & Teorell, (2008).

1. 
economic growth and 
the quality of life

According to the dominant economic theories1, 
economic growth is the result of a combination 
of three factors — physical capital, human capital 
(or labour) and innovation (or technical progress). 
By and large, investment in these areas has borne 
fruit in terms of greater convergence2

there has been an apparent decline in the return 
on investment in all three areas and the variation 
in economic growth across EU regions that they 
are capable of explaining3. This suggests that an 
important factor underlying growth is missing. 
According to a number of studies that factor is the 
quality of governance.

Many studies in recent years have highlighted the 
importance of this factor for economic perfor-
mance and the fact that poor government in lag-

-
cle to development. Indeed, it has been found not 

the returns to cohesion policy investment and re-

government undermines the regional potential for 
innovation and entrepreneurship. It has equally 

regional environmental performance and decisions 
on public investment and threatens inclusiveness 
and participation in the political process4.

Institutional quality is a determinant of invest-
ment, and foreign direct investment (FDI) in partic-
ular, for a number of reasons. First, good govern-
ance is associated with higher economic growth, 

1 Neoclassical growth: Solow (1956); Swan (1956); endogenous 
growth approach: Romer (1986): Lucas (1988).

2 Cappelen et al. (2003); Becker et al. (2010); Pellegrini et al. (2013).

3 Rodriguez-Pose (2016a and 2016b).

4 Rodríguez-Pose and Garcilazo, (2015), Rodríguez-Pose and Di 

et al., (2015), Crescenzi et al. (2016), Sundström and Wängnerud, 
(2014).
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precondition for sustained increases in prosperity, 
well-being and territorial cohesion in the EU.

2. Quality of governance varies 
substantially in Europe

Governance encompasses the traditions and insti-
tutions by which authority in a country is exercised. 
This includes the process by which governments 
are selected, monitored and replaced; the capac-
ity to formulate and implement sound policies 
and the respect of citizens for the institutions that 
govern economic and social interactions between 
them8. The institutional environment of a country 

of public but also of private stakeholders9.

Every year the World Bank produces the Worldwide 
Governance Indicators (WGI), covering over 200 
economies, to denote the quality of the institu-
tions responsible for governance. Governance it-

-
-

tions and absence of violence and control of cor-
ruption. The changes between 1996 and 2015 in 

in Figures 4.1 and 4.2.

account of government policies, the quality of pub-
lic services provided and the extent of independ-
ence of the civil service from political pressure 
as well as the credibility of the government. All 
these aspects contribute to creating the stable po-
litical environment needed for sustained economic 
growth.

The EU countries assessed as having the most ef-
fective governments in 2015 were Denmark, the 
Netherlands, Finland and Sweden. Those with the 

substantial. While Denmark, Netherlands, Finland 

8 http://info.worldbank.org/governance/wgi/index.aspx#doc

9 World Economic Forum (2017).

and Sweden were among the 10 best performing 
countries in the world, Romania was ranked below 
the global average. 

-
ness diminished in 7 EU countries (Luxembourg, 

and increased in 8, all of them in the EU-13, most 
notably in Latvia, Lithuania and Estonia, which 
climbed to the middle of the EU ranking. Among 

-
ernments, the situation improved in Romania, 
Bulgaria and Croatia and worsened in Greece, Italy 

Guaranteeing opportunities for democratic par-
ticipation and respect for the rules of a society, 
its institutions and civil rights help to generate the 

taken by political leaders and to establish the sup-
port for them which is necessary to make them 

10.

(like contract enforcement or property rights), social 
institutions (the police and law courts) and their own 

by crime and violence). It shows a similar pattern to 

Finland, Sweden, Denmark and the Netherlands are 
ranked highest, Romania and Bulgaria, lowest. The 
three Baltic countries again show the biggest im-
provement, once more climbing to the middle of the 
EU ranking, and there is a similar improvement for 
Croatia, though it remains at the lower end of the 
ranking.

There is a close correlation between government 

(Figure 4.3). Whereas, however, the most com-

governments, the fastest growing EU economies in 
recent years (Bulgaria, Romania and Poland) tend 

perhaps that in the early stages of development, 

10 http://www.sgi-network.org/docs/2016/basics/SGI2016_Overview.
pdf
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other factors play a dominant role, but to sustain 
growth requires improvements in the quality of 
government. The correlation between government 

-
ernment for people’s lives (Figure 4.4). 

which national regulations are implemented and 

important to take into account when assessing 

the quality of governance in relation to economic 
and social development. A regional European qual-
ity of governance index (EQI)11, constructed by the 
Gothenburg Institute of Quality of Government, 
which measures people’s perceptions of this in 

(Map 4.1). 

11 EQI is based on an extensive survey covering the perceptions of 
people of public sector services (education, healthcare law en-

-
cally measures the extent to which people feel that the services 

are accessible in an impartial way.
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The perceived qual-
ity of government 
varies markedly be-
tween and within 
EU Member States. 
People in Sweden, 
Finland, Denmark, 
the Netherlands and 
Germany are the most 
positive about the qual-
ity and impartiality of 
education, healthcare 
and law enforcement. 
People living in regions 
in Romania, Bulgaria 
and Italy are the least 
positive. 

The index shows the 
greatest variation 
between regions in 
Spain, Italy, Belgium, 
Romania, Bulgaria, 

Republic. This suggests 
that the quality of ser-
vices provided locally 
may vary substan-
tially in countries with 
regions that are both 
politically and adminis-
tratively relatively au-
tonomous (Spain, Italy 
and Belgium) as well as 
in countries which are 
more centralised. 

The quality of govern-
ment and institutions appears to be the main ob-
stacle to development in regions with persistently 
low growth rates12. Indeed, the 2017 EQI results 
for Italy, Greece and Spain imply that some less 
advantaged regions in these countries may be 
stuck in a low-administrative quality, low-growth 
trap. In regions in the east of the EU, especially 
in those in Bulgaria and Romania, which have en-
joyed relatively high growth over the past decade 

12 European Commission (2017a).

or so, the poor quality of government which is evi-
dent, may eventually put a break on development 
and the move to a higher value-added economy (A. 
Rodriguez-Pose, T. Ketterer, 2016). 

The results of the 2017 survey are much the, same 
as for 201313 indicating that improvements in gov-
ernment may take time. Indeed, for them to occur 

13 Due to slight changes in the methodology the two surveys are not 
fully comparable.
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the administration as well as the active involve-
ment of the public at large.

2.1 Quality of governance as a 
determinant of regional growth

A recent study on the determinants of regional 
growth between 1999 and 2013 (Rodriguez-Pose 

between the role of traditional aspects of invest-
ment policy, such as infrastructure, human capital 
and innovation, and that of various institutional 
aspects. 

and changes in this is included in the regression 
analysis as both an aggregate measure (Table 4.1, 

main constituent aspects distinguished: corruption, 

-
countability (Table 4.1, right panel). 

In line with the predictions of neoclassical growth 
-

ship between growth rates and initial GDP per head, 
so implying a tendency towards convergence. 

do not seem to have been important in determin-
ing changes in GDP per head of regions over the 
period of economic expansion followed by reces-
sion. Following the abrupt change in economic con-
ditions in 2008, the determinants of growth dur-
ing the boom years no longer seem to work in the 
same way. The initial level of regional investment, 
accessibility, population growth and the quality of 
regional institutions do not appear to be important 

head between regions over the crisis years. The 
same is true of human capital accumulation and 
R&D expenditure relative to GDP (as a measure of 

Results of all growth determinants Results by institutional index components

 
GDP per capita growth (1999–2013)

All EU regions 
growth (1999–2013)

All EU regions

Initial GDP per capita Level of corruption index
Investment Change of corruption index
Population growth Level of rule of law index
Agglomeration Change of rule of law index
Level of accessibility index
Change of accessibility index
Level of human capital & innovation index Level of government accountability
Change of human capital 
& innovation index

Change of government accountability

Level of institutional quality (QoG)
Change of institutional quality (QoG)

Key:
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-

changes in the quality of institutions show a con-
-

fect over the period.

Indeed, improvements in the quality of institutions 
appear to have been among the most consistent 
factors underlying economic growth and resilience 
across the EU. Accordingly, the implication is that 
bringing about such improvements, by either tack-
ling widespread corruption or introducing meas-
ures aimed at making government decisions more 

development — as important, indeed, as physical 
investment. 

2.2 Corruption remains widespread 
in many EU countries and may erode 
social capital

Corruption is a drag on economic growth. The true 
social cost of corruption cannot be measured sole-
ly by the amount of bribes paid or public funds 
diverted. It also includes the loss of output due 
to the misallocation of resources, distortion of 

distribution of income and give rise to a disregard 
for environmental protection. Most importantly, 
corruption undermines trust in legitimate institu-
tions, diminishing their ability to provide adequate 
public services and an environment conducive to 
business development. In extreme cases, it may 
lead to the state losing its legitimacy, giving rise to 
political and economic instability, so reducing busi-
ness investment and making sustainable develop-
ment harder to achieve. (OECD, 2013b).

launched in 1995 by Transparency International, 
has been widely credited with putting the issue of 
corruption on the international policy agenda. The 
CPI each year ranks countries by their perceived 
levels of corruption, as assessed by experts and 

the index combines data from 13 sources to judge 
this. As the methodology was updated in 2012, the 
following focuses on the changes since then14. 

In 2016, the CPI ranked 176 countries on a scale 
from 100 (very clean) to 0 (highly corrupt). The 
global average score is 43, indicating endemic cor-
ruption in many governments across the world. The 
average score of EU countries is 65, with 6 coun-
tries having a score below 50 and 7 in Northern and 
Western Europe having one above 80 (Figure 4.5).

While the general trend over the 5 years 2012–

downward movements (Figure 4.6). Between 2016 
and 2015, the CPI score dropped by more than a 
point in 7 Member States: Cyprus (6 points), the 

Lithuania and Ireland (2 in each). It remains to be 
seen whether this is a long-term reduction or the 

in the Netherlands which happened shortly before 
the survey). At the same time, there was increase 
in the score in Italy (by 3 points) and Romania and 
Latvia (by 2 points in each). 

The ranking of the best performers among EU 
Member States did not change much over the 5 

throughout the period with Finland and Sweden 
close behind. There are more changes in the 
middle-ranking countries with Estonia, Latvia, 
Lithuania, the Czech Republic and Poland having 
the biggest increases. 

Over the 5 years, 3 countries stand out as not fol-
lowing the general trend towards improvement. In 

increase in perceived corruption.

2.3 Trust in local authorities in line with 
perceptions of corruption

Corruption erodes trust in public services. 
According to various surveys carried out for the 

14
pressrelease/2012_CPIUpdatedMethodology_EMBARGO_EN.pdf
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European Commission and information from the 
World Justice project15, trust in local authorities 
and people’s perception of corruption in them go 
hand in hand. 

Countries and cities in which people trust their 
local government are also those in which people 
believe the authorities concerned are not corrupt 
(such as in the Nordic countries or Austria) while 
in a large parts of central, eastern and southern 
Europe, local authorities are perceived as be-

15 See European Commission (2016h) for details..

a relatively high level of trust in local authorities 
even though they are regarded as being relatively 
corrupt. The three countries with the lowest level 

surveyed reporting having trust) were Bulgaria, 
Poland and Italy, in all three of which perceptions 

widespread (Figure 4.7). 

cities. For example, Marseille stands out from oth-
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are involved in corrupt practices (as against just 
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Source: World Justice Project & JRC Calculations
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3. 
policy performance and capacity 
to conduct reforms 

-
sis on which countries are run and its quality de-
termines performance in all areas of public policy. 
Public administration is responsible for responding 

-
-

velopment and its sustainability16. 

3.1 Professional and impartial 
administrations provide better policy 
outcomes for people

In a context of a rapidly changing environment and 
challenges such as globalisation, social inequal-
ity and demographic change, any assessment of 
sustainable governance needs to focus on policy 
outcomes, the underlying democratic order and 

the capacity of government to implement policies 
successfully17.

The Sustainable Governance Indicators, developed 

how well policies have performed in achieving 
long-term objectives by examining outcomes in 16 
areas. The indicators are built on three indices — 
the Policy performance index, the Democracy index 
and the Governance index — which together deter-
mine the sustainability of governance (see Box). 

above, the focus here is on policy performance and 
governance. 

The Sustainable Governance Indicators (SGI) show 

terms of both the design of economic and social 
policies and the capacity of institutions to imple-
ment them and achieve desired outcomes. Swe-
den, Denmark and Finland score the highest on 

16 -
matic-factsheet_quality-public-administration_en.pdf

17 http://www.sgi-network.org/docs/2016/basics/SGI2016_Overview.
pdf

policy performance, while Cyprus and Greece score 
the lowest (Figures 4.9 and 4.11). Germany, Lux-
embourg and the UK are ranked only slightly below 
the three Nordic countries as well as Estonia and 

Bulgaria are ranked only a little above Greece and 
Cyprus. 

France, Slovenia, the Czech Republic and Austria 
score better on the implementation of social poli-
cies than the EU average but worse as regards 
economic policies. On the other hand, Latvia and 
Malta score well above the EU average on eco-
nomic policy but below average on social policy. 

The Governance index of the SGI is intended to 
capture the extent to which, on the one hand, a 
country’s institutional arrangements increase the 

-
ity’) and, on the other, NGOs, other organisations 
and the public in general have the ability to hold 

accountability’).

Again the Nordic countries, followed by Germany, 
Luxembourg and the UK, have the most capable and 

Sustainable Governance Indicators 
explained

The Policy Performance Index aggregates data 
compiled on policy outcomes in 16 areas that 
cover the three dimensions of sustainability 
(economic development, environmental protec-
tion and social policies). 

The Democracy Index is based on an analysis 
of each country’s democratic order and people’s 

It assesses the substantive and procedural fea-
tures of a system that enable long-term oriented 
governance to be sustained. 

The Governance Index assesses a government’s 
capacity to steer and implement policies, its ca-
pacity for institutional learning and reform and 
the extent of executive accountability.

Source: http://www.sgi-network.org 



Seventh Report  on economic ,  soc ia l  and terr i tor ia l  cohesion

146

accountable governments in the EU (Figures 4.10 

Romania and Bulgaria have the least capable and 
accountability. In Belgium and the Czech Republic, 
stakeholders are relatively closely involved in poli-
cy making, but governments are less capable than 
the EU average. In Lithuania and Latvia, on the 
other hand, the authorities are relatively capable, 
but there is less involvement of stakeholders than 
average.

3.2 
structural reforms is huge

Putting in place conditions conducive for invest-
ment, growth and jobs is an important pre-con-
dition for sustainable economic development. 
According to European Commission analysis, large 

and employment growth can be obtained through 
structural reforms relating to market competition 
and regulation, taxation, the labour market, unem-

-
tal and R&D18.

18 For more details see Varga J. and J. in’t Veld (2014).
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Simulations, using the 
Quest model of struc-
tural reforms that 
would halve the gap 
with the best perform-
ers, show that they 

it otherwise would be, 

20 years (assuming all 
Member States were 
to implement reforms, 
Figure 4.13). The esti-

-
ployment is similarly 
high (Figure 4.14).

According to the model, 
the reforms with the 
largest impact relate to 
increasing the partici-
pation rates of women 
and of people of 50 
and over in the labour 
force and increasing 
the proportion of work-
ers in employment who 
have tertiary-level edu-
cation, and correspond-
ingly reducing the pro-
portion with only basic 
schooling. Improving 
the business environ-

-

Structural reforms can potentially have a big im-
pact on lagging regions, accelerating the process 
of catching up19.

19 European Commission (2017a).

3.3 Meritocracy of the public sector 
varies greatly between and within EU 
countries

The Quality of Government Expert Survey20, which 
is intended to assess the organisation of pub-

countries worldwide, is based on the views of over 
1 000 experts. It covers such issues as recruitment 
procedures, internal promotion, career stability 

20 Dahlström et al. (2015).

AT

BE

BG

HR

CY

CZ

DK

EE

EU

FI

FR

DE

EL
HU

IE

IT

LV

LT

LU

MT

NL

PL
PT

RO

SK

SI

ES

SE
UK

4.0

5.0

6.0

7.0

8.0

4.0

5.0

6.0

7.0

8.0

3.0 4.0 5.0 6.0 7.0 8.0

S
o
ci

a
l 
p
o
li
cy

 p
e
rf

o
rm

a
n
ce

Economic and social policy performance indicators, 2016Figure 4.11

Economic policy performance

Source: DG REGIO calculations on the basis of Sustainable governance indicators 

http://www.sgi-network.org

Scores: 0 = low performance; 10 = high performance

ATBE

BG

HR

CY

CZ

DK

EE

EU

FI

FR

DE

EL

HU

IE

IT

LV

LT

LU

MT

NL

PL

PT

RO

SK

SI
ES

SE

UK

4.0

5.0

6.0

7.0

8.0

9.0

4.0

5.0

6.0

7.0

8.0

9.0

3.0 4.0 5.0 6.0 7.0 8.0 9.0

E
xe

cu
ti
v
e
 a

cc
o
u
n
ta

b
il
it
y

Executive capacity and accountability indicators, 2016Figure 4.12

Executive capacity

Source: DG REGIO calculations on the basis of Sustainable governance indicators 

http://www.sgi-network.org

Scores: 0 = low performance; 10 = high performance



Seventh Report  on economic ,  soc ia l  and terr i tor ia l  cohesion

148

and salaries. The results are presented in terms of 
-

ness’ and impartiality21.

They show that Western and Nordic EU counties 
tend to have more professional and impartial pub-
lic administrations than the southern and eastern 
Member States, Poland, Lithuania and Estonia are 
the only ones of the EU-13 that are assessed as 

21 The index of impartiality measures the extent to which public sec-
-
-

the extent to which public administration is more public-like than 
private-like. Dahlström et al. (2015).

above the EU average in terms of both profession-
alism and impartiality. 

-
cisive factor in determining professionalism or 
impartiality. Sweden, Finland, Denmark, Estonia 

-
ing and career building and are assessed as being 
relatively impartial and professional (Figures 4.15 
and 4.16). On the other hand, France and Germany 
have a more closed and formalised system but 

-
fessional and impartial. 
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According to a recent 
study carried out by 
Charon, Dahlström 
and Lapuente (2016), 
based on the results of 
the European Quality 
of Government Survey, 
regional and local gov-
ernments across the EU 
vary markedly in terms 
of the perceived level 
of meritocracy, as op-
posed to nepotism, in 
appointments of pub-

promotion (Map 4.2). 
Whereas meritocratic 
principles tend to pre-
dominate in large parts 
of the UK, Germany 
and Finland (which 
have scores of less 
than 5 — low scores 
signifying an absence 

connections’ are con-
sidered the main deter-
minants in most parts 
of the EU-13, Italy and 
Greece.

The degree of local 
autonomy also var-
ies across the EU (see 
Box), which may in-

government.
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Local autonomy and self-rule

The extent of autonomy of local governments in European countries has increased since 1990 according to 

Local authorities in the Nordic countries have a high degree of autonomy as do those in Germany, Swit-
zerland and Poland, while those in Cyprus, Malta and Ireland have the lowest levels in the EU (Figure 4.18). 
There were increases in local autonomy in the EU-13 countries between 1990 and 2014, especially in the 
early years of the transition, but it still remains less than in the EU-15 where there was only a small increase 
over the period.

In most countries, local authorities have more autonomy than regional authorities (Figure 4.19). Only in 
Belgium, Italy, Austria, Spain, Germany — countries with a strong regional or federal structure of govern-
ment — is the degree of regional self-rule greater than at local level, though even in these countries, local 
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cept Slovakia, the Czech Republic and Bulgaria 
(Figure 4.19), the biggest increases being in Latvia 
(28 percentage points) and Estonia (24 percent-
age points). In the four countries with the smallest 
usage, Poland, Italy, Romania and Bulgaria, there 

and a reduction in the last. 

and personalised ways of interacting and perform-

-
ing about the frequency of use or the complete-
ness of online services and their quality. Nor does 
it indicate their transparency, which can help to 
build trust between the government and the gen-
eral public, as well as making policy-makers more 
accountable.

According to the e-Government benchmark pro-
ject, governments have advanced in making pub-
lic services digital but have tended to focus less 
on quality. While the online availability of services 
and their usability have increased, quality and 
functionality, which are important for fast and 
easy take-up, have barely increased at all which is 
equally true of the transparency of procedures in 
large parts of the EU. 

Most countries score more highly on online avail-
ability and usability than on indicators relating to 
the ease and speed of online services (Figure 4.20, 
which shows all EU countries as being below the 

3.4 Governments have advanced in 

but have focused less on the user’s 
perspective

The use of ICT in the public sector, if implemented 
-

ments. It can reduce administrative costs and the 
burden of bureaucracy, lead to institutions being 
re-organised in more citizen-friendly ways and in-
crease transparency. Accordingly, it can increase 

the interaction of people and businesses with pub-
lic authorities being easier and less time-consum-
ing. The extent of e-Government, its quality and 
the take-up of public e-services varies markedly 
across the EU.

Table 4.2 shows how EU Member States performed 
in 2016 compared to the average of 34 European 
countries22. The Nordic countries, the Baltic States, 
the Benelux countries, Germany, France and 
Austria performed best and show the most growth 
in e-Government. 

used e-Government, and around four in every 

23. The share increased over 
the preceding 5 years in all Members States, ex-

22 EU Member States, Norway, Iceland, Switzerland, Serbia, 
Montenegro and Turkey.

23
in the last 12 months (Eurostat).

The e-Government Benchmark assesses the priority 
areas of the e-Government Action Plan 2011–2015. 
Progress in each area is measured by one or more 
indicators: 

 User-centric government assesses the avail-
ability and usability of public e-Services and the 
ease and speed of using them. 

 Transparent government assesses the transpar-
ency of government operations, service provi-
sion procedures and the level of control users 
have over their personal data. 

 Cross-border mobility measures the availability 
and usability of services for people and busi-
nesses abroad. 

 Key enablers assess the availability of 5 func-
tions, such as e-ID cards. 

The assessment in each area is based on survey 
responses to a number of questions regarding the 
quality or quantity of e-Government services on a 

Source: European Commission (2016c).
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diagonal). Accordingly, simply providing informa-

that people will take them up, which requires them 
also to be easy and fast to use.

in terms of transparency as well as variations be-
tween the three indicators used to measure this24, 
which might indicate a lack of coordination be-

Malta, Estonia and Latvia score highest in terms 
of the publication of information on public organi-
sations and delivery of services, while Bulgaria, 

24 Transparency is measured by three indicators: service delivery, the 

the extent to which public authorities inform users about admin-
istrative procedures, the second the extent to which governments 
publish information about themselves and about their activities; 
the third, the extent to which governments proactively inform us-
ers about their personal data and how, when, and by whom it is 
being processed.

-
lication of information on public organisations, 
and Greece and Slovakia on the delivery of ser-
vices. Malta also scores highest on transparency 
in relation to personal data followed by France 

Republic score lowest. 

Online public services are becoming increasingly 
accessible across the EU but growth is uneven and 
many Member States are lagging behind. For suc-
cessful implementation of e-Government, there 
is a need for demand-side measures as well as 
supply-side ones, which means online services be-
ing designed with the user in mind.
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3.5 Doing business is easier in the 

countries are trying to catch up

-
vent market failure and distribute income and 
wealth more equitably. Simplicity, clarity and co-
herence of business regulations can provide stable 
and predictable rules for enterprises to function 

sustainable economic development.

-
ity: starting a business, dealing with construction 
permits, getting electricity, registering property, 
getting credit, protecting minority investors, pay-
ing taxes, trading across borders, enforcing con-
tracts and resolving insolvency. The 2017 edition 

regulations for SMEs in 190 economies across the 
world, the overall ranking being constructed on the 
basis of how far they are from the best performing 
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The Nordic countries (Denmark is ranked third in 
the world) and Baltic States together with the UK, 
Germany and Ireland are assessed as having the 
most friendly business environments in the EU, 
while Cyprus, Italy, Luxembourg and Malta (which 
is ranked 76th in the world) have the least friendly. 

Many policy reforms have been introduced over the 
past decade to make business environments more 

and growth. Between 2010 and 2017, the distance 
to the highest ranking economy shortened for all 
EU countries, except the UK, Belgium and Ireland 
(see Figure 4.22). The biggest improvements were 

in Poland, the Czech Republic and Slovenia, each 
of which jumped from the bottom of the EU rank-

-
ments too in Croatia and Romania, but they re-
main among the Members States furthest from 
the frontier.

The sub-national doing business indicators25, how-
-

spite operating within the same legal and regula-

25 The subnational indicators cover a more limited number of dimen-
sions than the national ones, focusing on those most likely to be 

with construction permits, getting electricity, registering property, 
enforcing contracts.
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tory framework. So far, the indicators exist for only 
6 EU countries: Italy (2012), Spain (2015), and 

(2017). (Indicators for Portugal, the Czech Republic, 
Slovakia and Croatia will be produced for 2018–
2019.) The indicators for 5 of these countries, all 
apart from Italy, are considered below26.

Starting a company is easiest and quickest in 

cities (except in Poznan) — up to 42 days in 
Szczecin as compared with only 6 days in Szeged 

due to the use of online registration (which is why 

in itself does not necessarily speed up the process 
— as, for example, in Kielce (also in Poland), where 

took as long (Figure 4.24). To make online plat-
forms work, they need to be accompanied by both 
measures stimulating business take-up and the 
possibility of completing the entire process online 
(i.e. without the need for paper copies). In some 
of the regions in Poland, the introduction of online 
registrations did not remove the need for paper 
copies of documents since communication with 
the local court remained paper-based27.

-
istration takes 12 days in Timisoara but 25 days in 
Craiova; in Spain, it takes 14 days in Gijon but 31 
days in Ceuta.

time needed to deal with construction permits. This 
is especially so in Spain, where in Logrono (in La 
Rioja), the process takes 100 days but in Vigo (in 
Galicia) almost 300 days (Figure 4.25). In general, 
it is relatively easy to deal with construction per-
mits in Bulgaria — all 6 cities are in the upper half 

(all cities being in the bottom half of the ranking). 

26 Italian sub-national doing business indicators were examined in 
European Commission (2014).

27 World Bank (2015a).

Enforcing a contract shows the most variation in all 
four countries for which data are available28, rang-
ing in Bulgaria from 289 days in Pleven to 564 in 

longer in Gdansk than in Olsztyn (Figure 4.26).

that improving local and regional administrative 

of doing business.

28 -
ences in methodology of data gathering between Subnational do-
ing business and EU Justice Scoreboard.
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3.6 Public procurement is open to 

competition in many EU regions

Public procurement, the process of purchasing of 
goods and services by the public sector, plays a 
crucial role in economic and social development 

-

EU GDP (European Commission, 2016g; OECD, 
2015a). It is a principal means by which govern-

addition, the ESI Funds are largely spent through 

public procurement. It is a genuinely cross-cutting 
government function which concerns virtually 
every public body from federal ministries to local 
state-owned utilities, making it representative of 
the quality of government in general. 

-
ent aspects of the quality of governance on the 
basis of public procurement data (Fazekas, 2017, 
upcoming; Fazekas and Kocsis, 2017). Indicators 
relating to use of open procurement procedures, 
the ratio of single bidders may provide an insight 
into transparency, competition and corruption (see 
Box.).
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The number of instances where there was only a 
single bidder as a share of all contracts awarded 
through public procurement might indicate poten-
tial corruption or a lack of competition, including 
collusion between companies in a given sector of 

-
cantly across regions (Map 4.3). The cases where 

-
gions in Greece, Poland, Slovakia and Italy. In re-

gions in Sweden, Ireland, UK and Denmark, the 

competitive markets and less risk of corruption29. 
The single bidder ratio shows wide regional dif-

the Czech Republic and Spain, whereas in Sweden 
and Greece, there is almost no variation. Between 
2007 and 2015, the ratio declined markedly in 
Lithuania, Latvia and in many regions in Poland, 
the Czech Republic and Slovakia (Map 4.4). By 
contrast, in Greece, Italy and Estonia — countries 
with high levels of single bidding — the proportion 
of contracts issued where there was only one bid 
increased.

It is worth noting that, while in general public pro-
curement governance scores correlate with the 
European quality of government index, regions in 
Spain score considerably better than on the EQI. 
On the other hand, Finland and Estonia scores are 
lower (Fazekas 2017, upcoming), perhaps because 
of a lack of transparency suggesting weaknesses 
in national regulatory and information systems or 
less competition from international suppliers30. 

The use of open procedures is one of the indica-
tors to measure transparency of procurement. The 
results (Map 4.5) do not show the usual north-west 
versus east-south divide like many indicators of 
governance. Counter-intuitively, countries with a 
high level of single bidding (Poland, Greece) are 
among those with the most use of open proce-
dures, which may indicate a prevalence of infor-
mal connections over formal requirements. Use of 
open procedures is relatively infrequent in a num-

and Bulgaria. There is a need for caution, however, 
when interpreting the results, since while not using 
open procedures hampers competition, their over-

29 In the overall public procurement competition index (Fazekas 
2017) Sweden, UK, Ireland, Finland and Spain score highest. The 
overall corruption risk index shows that north-west countries plus 
Latvia and Spain score best. The data and interactive maps are 

vizhome/regiopp/nuts2

30 Transparency is the only dimension of the procurement good gov-
ernance score in which central and eastern Europe scores better 
than north-west Europe. Apart from use of open procedures ana-
lysed in this report, it takes into account contract notice publica-
tion, reporting completeness and voluntary reporting (see Fazekas, 
2017).

Principles and indicators used for 
measuring the performance in public 
procurement

The principle of transparency implies that infor-
mation on public procurement should be read-
ily available in a precise, reliable, and structured 

with the information disclosure requirements in 
EU Public Procurement Directives. 

The principle of competition implies that the 

against each other and having equal opportunity 
to participate take the form of low prices, high 
quality and on-time delivery of the goods, facili-
ties or services procured (Arrowsmith, 2009). 

`the allocation and performance of government 
contracts by bending rules and principles of open 

closed network while denying access to all oth-
ers´ (Fazekas, Tóth and King, 2016).

-
dicators:

 use of open procedures: contracts awarded 

all contracts awarded;

 single bidding: contract awarded when only 
-

tracts awarded.

The indicators are based on information pub-
lished in the Tenders Electronic Daily (TED) da-
tabase.

Source: Fazekas (2017).
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use might indicate a lack of administrative capac-
ity to run more complicated procedures (such as 
negotiated ones).

4. Suitable institutions increase 

entrepreneurship 

As evidenced by the 6th Cohesion Report, a lower 

cohesion policy and lead to funding losses. The re-
port also noted that quality of government may re-
duce the returns from public investment, including 

Pose, Garcilazo, 2014). 

According to a recent study31 on the relationship 
between the growth of businesses, institutions and 
support of entrepreneurship by the ESI Funds, the 

-
fects of cohesion policy32.

The amount of EU funding received in the 2007–

business growth. Regions with GDP per head just 

received relatively large amounts of funding, re-
corded considerably more enterprise births as well 
as deaths than regions that had GDP per head just 

less funding. Overall, there was no relationship be-
tween the amount of funding and the total number 
of enterprises33

higher in regions where corruption is perceived as 
being relatively limited than in those where it is 

31 Diaz Ramirez, Kleine-Rueschkamp and Veneri (2017).

32 The support considered included a wide range of measures, in-
cluding: support for R&D, and innovation support to SMEs for in-
vestment in environmentally-friendly production processes; and 
support self-employment and business start-ups. The analysis 
was based on comparing the growth of businesses between re-

-
cantly in the scale of funding received.

33

relationship between the amount of funding and the number of 

considered to be relatively widespread. This was 

with employees).

5. Conclusions

The way that national regulations are implemented 

are important to take account of when assessing 
the quality of government in relation to economic 
and social development. 

The quality of government matters for regional 
development across the EU. The institutional di-
mension, therefore, needs to become an integral 
element in development strategies. Along with 
strengthening infrastructure endowment and hu-
man capital, it is important that there are improve-

-
ness of government as well as reductions in the 
incidence of corruption, which erodes trust in gov-
ernments and their policies. 

While governments have advanced in making pub-
lic services digital and providing access to them 

quality of online services from a user’s perspective 
and their ease of use..

-
ment to attain long-term policy objectives and to 

-
tential to boost growth and employment. 

Independent and impartial administrations, in 

merit according to their ability, are of major impor-
tance in combating corruption and in implement-

number of procedures and costs needed to comply 
with regulations and to do business. Improving lo-
cal and regional administrative capacity and mak-
ing appropriate changes in the way public authori-
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ties are organised and managed can, therefore, 

-
tutions can increase the rate of new business crea-

for enterprises.
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investment and growth

 
consolidation and, since 2014, of economic growth. Public investment, which is 
important to underpin growth, in many cases bore the brunt of expenditure cut-

the crisis.

 

 
expenditure and, more especially, public investment across the EU and in the share 
of investment managed at regional and local level. The overall tendency over the 
past 15 years has been for the latter share, to decline and for public investment 
spending to become increasingly centralised, whereas there has been little change 
in the sub-national share of total government expenditure. 

 The tendency for the share of public investment managed at sub-national level to 
decline over recent years has occurred in parallel with a tendency for the budget 

surplus in 2016. 

 

process. The provisions linking these funds to sound economic governance and 
to Member States responding to the recommendations have given an incentive 
for national governments to comply with the budget targets. In consequence, the 
Commission review of Article 23 suggests that there is no need for any further 
legislation at this stage.

chapter5



Seventh Report  on economic ,  soc ia l  and terr i tor ia l  cohesion

164

2011, only 5 were are still subject in 2016 (Spain, 
France, Greece, Croatia and the UK). 

A similar pattern to the average is evident in almost 

those hit hardest by the economic downturn, the 

though in a number of other Member States, the 

and Ireland, in particular, with the government bal-
ance being improved by more than 15 percentage 
points of GDP between 2009 and 2016. It has 

path, which is a pre-condition for sustained and 
sustainable economic recovery.

due mostly to stagnating revenues and a sharp 
increase in government expenditure (Figure 5.3), 
the combined result of automatic stabilisers and 

Recovery Packages. Most of the latter did not re-
main in place beyond 2010 and, as a result, there 

1. Public investment is still at very 

up of the EU economy

1.1 Government balances have 
improved considerably over the recent 
past

sharp economic downturn which started in 2008. 
-

2010 on average across the EU as compared with 

2007 (Figure 5.1).

-
ual economic recovery from 2014 on. In 2014, 

-
lowed under the Stability and Growth Pact, and it 

in 2016. Of the 20 Member States or more which 

Chapter 5

National policies and cohesion
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was a gradual decline in government expenditure 
relative to GDP, which was then further reduced by 

-
nomic recovery1 (lower expenditure and increased 
revenue). Again, the same pattern is evident in 

-
ences in scale because of variations in the depth 
of the economic downturn. 

-
cal policy which reduce tax burdens and increase public spending 
without discretionary government action (i.e. without changes in 

1.2 The composition of public 

with government investment 
spending still low

the EU in 2009, government expenditure by 2016 
had returned almost to the average level of 2000–
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in the earlier pre-crisis period, half a percentage 
point less despite total public expenditure being 
higher (Figure 5.4). This contrasts with social ex-

The reduction in public investment is more strik-
ing in Member States hit hardest by the economic 
downturn. In a number of Member States subject 

in Greece, GDP was much lower in 2016 than be-
fore the crisis. These low levels of public invest-

of social expenditure, which were well above the 

too. Despite historically low levels of interest rates 
and the Quantitative Easing facilities provided 
by the European Central Bank, debt interest pay-

conditions. 

According to the economic literature, govern-
2. 

2  See European Commission (2014).

Persistent low levels of 
public investment are, 
therefore, a cause for 
concern, not least be-
cause of their possible 

-
nomic disparities be-
tween Member States 
and regions in the EU. 
The Member States 
with the lowest levels 
of public investment 
are those hit hardest 
by the crisis and, ac-
cordingly, where dis-
parities with the rest of 
the EU widened most 
(Figure 5.5).

completion of the Economic and Monetary Union3 
Progress on economic conver-

gence is of particular relevance for the function-
ing of the euro area but is equally important for 
the EU as a whole’ Moving towards high 

economic and social cohesion alongside balanced 
growth’. 

The low levels of public investment are also evi-
dent in the recent Commission Communication on 
the principle of additionality 2007–20134. Seven 
Member States reported a level of expenditure rel-
evant for additionality lower than forecast at the 
beginning of the programming period 2007–2013 
before the economic downturn. Actual structural 

-

and Portugal5. 

economic and monetary union’. COM (2017)291 of 31 May 2017.

2013’. COM (2017)138 of 23 March 2017.

depict the situation in the whole country except for Lithuania.
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1.3 And growth-friendly expenditure 
has declined considerably in some 
Member States 

is the internationally recognised measure of public 
investment, other categories of public expenditure 
are also growth-friendly in that they help to create 
the conditions for higher future economic growth. 
These include, in particular, total expenditure on 
transport, communication, energy, research and in-
novation, environmental protection, education and 
health.

While growth-friendly government spending in the 
EU in 2015 was on average much the same as 
in 2008 relative to GDP, in a number of Member 
States it diminished considerably (Figure 5.6). 
Most of these have a level of GDP per head below 
the EU average, which raises questions over the 
likelihood of the latter converging towards the EU 
average. 

The reduction is particularly large in Ireland (a de-
-

GDP, concentrated in transport) and Portugal (one 
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experienced a protracted economic downturn.

the period in the composition of growth-friendly 

on expenditure on transport was accompanied by 

other categories of growth-friendly expenditure 
remaining much the same. The biggest decline in 

GDP)6

Czech Republic and Netherlands, there was an 

GDP), whereas in Greece and Ireland, it declined 

spending on education in Ireland and Romania (of 

over two-thirds in expenditure on environmental 
protection. 

2. Sub-national governments play 

and investment 

2.1 
decentralisation of public expenditure 
have widened in the EU…

Expenditure carried out by sub-national levels of 
government accounts on average for around a 
third of total public spending in the EU, and the 
share has not changed much over the past two 
decades despite the ups and downs in the total. 

-
ences across countries. In particular, the gap be-
tween more centralised and more decentralised 
Member States in the share of expenditure under-
taken at the sub-national level widened markedly 
over the 15 years 2001–20167. 

6 The Croatian authorities cut on public investment to restrain the 
expenditure side. In the period before the crisis, this investment 
largely consisted of road (motorway) construction.

7 Note that the fact that public expenditure is implemented at the 
regional or local level does not necessarily mean that decisions to 
spend are taken at the same level. 

The Nordic countries, where powers are very much 
devolved to municipalities, and the Member States 
with federal or regional structures of government, 
which have the largest shares of public expenditure 
carried out at sub-national levels, all experienced 
further decentralisation of expenditure over this 
period (Figure 5.7). In Denmark, the most decen-
tralised country in these terms, around two-thirds 
of public expenditure was managed at sub-nation-
al level in 2016 and in Sweden, Belgium, Spain and 
Germany, around half.

At the same time, there is a tendency towards even 
further centralisation of expenditure in Member 
States where responsibility for public sending has 
traditionally been centralised. This is particularly 
the case in the Baltic States and, most especially, 

-
aged at the local level was reduced by half be-
tween 2001 and 2016. A similar tendency, though 
less marked, is also evident in Portugal, Greece 
and Italy. On the other hand, in Bulgaria, Romania 
and Slovakia, unlike in other EU-13 countries, the 
opposite tendency is evident.

-
centralisation of public expenditure have tended to 
widen across the EU in recent years, with spending 
becoming more decentralised in the Nordic coun-
tries, the federal States and a few EU-13 Member 
States and more centralised in most EU-13 coun-
tries and, to a lesser extent, in southern Member 
States, apart from Spain. 

2.2 …while public investment is now 
slightly more centralised

Unlike total public expenditure, the management 
of public investment is becoming increasingly 
more centralised in the EU, the share managed 
by sub-national governments declining from over 

expenditure is mostly a result of trends in Member 
States with a federal or regional structure of gov-
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ernment, except Belgium (i.e. Germany, Austria 
and Spain), in all of which the share of public in-
vestment managed by sub-national governments 
declined between 2001 and 2016 whereas their 
share of total spending increased (Figure 5.8).

In the rest of the EU, changes in the share of pub-
lic investment managed at sub-national level are 
very much in line with those for total public ex-

-

as there was in Poland. By contrast, the share of 
sub-national governments more than doubled in 
Bulgaria and Romania between 2001 and 2016. 

2.3 The budget balance of sub-national 
governments is now in surplus 

Unlike in each of the previous 15 years, the budget 
balance of sub-national governments in the EU 
was, on average, in surplus in 2016, the culmina-

The gradual improvement in their budget balance 

as a whole. In 2002, sub-national governments 
were responsible for around a quarter of the gen-
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at the same time as their share of total public ex-
penditure remained unchanged at around a third.

between Member States, though there was a com-
-

al level in all of them except Sweden (Figure 5.10). 
The budget was in surplus in 19 Member States in 

modest amount, in only 5.

-
sults to some extent from more of a tendency to-
wards centralisation in the case of public expendi-
ture than in the case of revenue. In other words, 
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3. Reviewing how the ESI Funds 

recommendations and to sound 
economic governance 

3.1 Introduction

Article 23(16) of Regulation (EU) N° 1303/2013 
(the “Common Provisions Regulation” or “CPR”) 
requires the Commission to carry out a review of 
the application of Article 23 in 2017. This review 
is to be in the form of a report to the European 
Parliament and the Council, accompanied where 
necessary by a legislative proposal modifying the 

The legal framework of the European Structural 
and Investment Funds (ESI) for 2014–2020 intro-
duced a number of new provisions which strength-
ened the linkages between these Funds and sound 
economic governance, with the aim of improving 
the overall performance of ESI programmes. 

Under paragraphs (1) to (8) of Article 23, the 
Commission may request a Member State to re-
view its Partnership Agreement and relevant pro-
grammes to (i) support the implementation of 

adopted in the context of the general economic 
policy or employment guidelines (Articles 121 (2) 
and 148 (4) of the Treaty on the Functioning of the 
European Union (TFEU)), (ii) other Council recom-
mendations adopted in the context of Regulation 
(EU) N° 1176/2011 on the prevention and cor-
rection of macroeconomic imbalances or (iii) to 
maximise the growth and competitiveness of 

State, the Commission may propose to the Council 
to suspend all or part of the ESI payments to the 

grounds for concluding that the Member State has 

Under paragraphs (9) to (12) of Article 23, the 
Commission will propose to the Council the sus-
pension of all or part of the commitments or 

payments, if the Council decides that a Member 

and 11 of Article 126 TFEU or in two successive 
cases of not addressing excessive macroeconomic 
imbalances in the same imbalance procedure in 
accordance with Regulation (EU) N° 1176/2011. 
The Commission will also propose such a suspen-
sion in cases where a Member State has not taken 
measures to implement an economic adjustment 
programme.

3.2 

Funds

Regarding the provisions under paragraphs (1) to 
(8) relating to the power of the Commission to re-
quest the Member State to review its Partnership 
Agreement and relevant programmes, it is impor-
tant to recall that Article 15 of the CPR requires 
Partnership Agreements to take account of the 
relevant CSRs adopted in accordance with Articles 
121 (2) and 148 (4) TFEU. That is, all relevant CSRs 
adopted by the Council before the adoption of the 
Partnership Agreements and programmes had 

Partnership Agreements and programmes adopted 
in all Member States. 

Indeed, more than two-thirds of the CSRs adopted 
in 2014 were considered relevant for the ESI Funds 
and have been taken into account in Member 
States’ Partnership Agreements and programmes8. 
They cover reforms in seven main areas: research 
and innovation, energy and transport, health care, 
labour market participation, education, social in-
clusion and reform of the public administration9.

The relatively late adoption of the 2014–2020 
programmes, combined with the ensuing delays 
in starting their implementation and the recent 

-
ing the contribution of European Structural and Investment Funds’. 
COM (2015)639 of 14 December 2015.

2014–2020, 2016 Summary Report of the programme annual 
implementation reports covering implementation in 2014–2015’. 
COM (2016)812 of 20 December 2016.
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streamlining of the CSRs has, to some extent, 
curbed the possible launch of any reprogram-
ming request by the Commission. It is important 
to recall that indent (a) of paragraph (1) of Article 

Article 2. This legal provision provides that, for the 
purposes of a possible reprogramming request by 

-
tion’ means a ‘recommendation relating to struc-
tural challenges which it is appropriate to address 
through multiannual investments that fall directly 
within the scope of the ESI Funds as set out in 

’. That is, the link 
refers only to CSRs relating to investment, so ex-
cluding those whose implementation depends on 
legislative and/or administrative legal changes 
or reforms. Therefore, the link between any re-
programming request and a relevant CSR must 
be indisputable, which is less likely with the new 
streamlined approach with fewer and more gener-
al CSRs. In addition, the nature and content of the 
CSRs since 2014 has been relatively stable, mean-
ing that Partnership Agreements and programmes 
are still to a large extent aligned with the relevant 
CSRs that were adopted as of 2015. 

In this context, the Commission has not found 
any reason to launch a request for a review of 
Partnership Agreements or programmes in any 
Member State. In its Communication of 2014 pro-
viding guidelines on the application of the meas-
ures of paragraphs (1) to (6)10, the Commission 

the reprogramming powers granted 

-
quent reprogramming’. This Communication also 

the priority in the Partnership 
-

CSRs and relevant Council recommendations’ and 
limit possible reprogramming under 

Article 23 in the short term’. This has been the case.

10

Investment Funds to sound economic governance according to 
Article 23 of Regulation (EU) 1303/2013’. COM (2014)0494 of 30 
July 2014.

That Communication was following up on the com-
mitment given by the Commission. In particular, it 

-
grammes and an indication of the circumstances 
which may give rise to a suspension of payments.

3.3 Sound economic governance and the 
ESI Funds

As regards the provisions of paragraphs (9) to 
(12), the Commission will propose to the Council 

action by the Member States under one of the eco-
nomic governance surveillance procedures or un-
der an economic adjustment programme. The only 
scenarios in which the conditions for the applica-

were the Council Decisions of July 2016 referring 

-
cluded that the response by Spain and Portugal to 
the recommendations adopted according to Article 

therefore established that there had been no ef-
fective action in response to its recommendations 
within the period laid down according to Article 
126(8) TFEU.

As required by paragraph 9, the Commission im-
mediately informed the Parliament by letter of 
14 July 2016 from Vice-President Katainen, to 
the President of the European Parliament. In the 
letter, the Commission explained that the condi-
tions to make a proposal to suspend funding were 

disposal of the European Parliament to participate 
in a structured dialogue. This structured dialogue 
is envisaged by paragraph 15 of Article 23, which 

The European Parliament may invite 
the Commission for a structured dialogue on the 
application of this Article’. 

On 25 July, the President of the European 
Parliament replied through a letter addressed to 
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President Juncker, which expressed his intention 
to invite the Commission to a structured dialogue 

-
cess’. Paragraph 9 provides that, when making its 

shall give due consid-
eration to any elements arising from and opinions 
expressed through the structured dialogue under 

That is, the Commission had to take 
account of the results of the structured dialogue 
with the Parliament.

On 26 September, the President of the Parliament 

in another letter addressed to the President of the 
Commission. The structured dialogue started on 3 
October 2016 in Strasbourg in a session involving 

with members of the committees of Regional 
Development and of Monetary and Economic 

days later its will to continue the structured dia-
logue and to hear the views of the representatives 
of the governments of the two Member States 
concerned.

On the basis of the reports on action taken to ad-

and Portugal, the Commission decided on 16 
November 2016 that their respective Excessive 

the Commission 

in abeyance in accordance with Article 9 of Council 
Regulation (EC) No 1467/97’. That is, the condi-

before the structured dialogue with the Parliament 

3.4 At this stage legislative changes are 
not required 

Article 23 introduced a number of strengthened 
linkages between the ESI Funds and sound eco-
nomic governance. This Article ensures consistency 

between the implementation of the ESI Funds and 
the economic policy agenda of the EU across the 
whole programming period. The Commission con-
siders there has been no need to trigger the ap-

current programming period. 

-
nanced by the ESI Funds are still aligned with the 
latest relevant CSRs adopted by the Council. There 
was no fundamental change since the adoption of 
the Partnership Agreements and programmes to 
justify any request for review. The Commission ex-
pressed already in 2014, at the beginning of the 
programming period, that such a request would 
be launched only in cases where it could have a 
better impact to address structural challenges and 
that stability would be preferred over frequent re-
programming. While the consistency between pro-
grammes and economic policy recommendations 
is essential, the Commission also attaches major 
importance to the stability and predictability of the 

As regards the provisions linking the ESI Funds with 
the economic governance surveillance procedures, 
the Commission considers they have helped to 
provide important incentives to the Member States 

time to correct and put an end to their excessive 

constructive and loyal cooperation between the in-
-

anced implementation of these provisions. While 

the structured dialogue, it is important that it is 
concluded in a reasonable timeframe during which 

are provided to the Member State concerned. 

While bearing in mind that stability and predict-

implementation of the ESI Funds, the Commission 
will not hesitate to apply and implement the pro-
visions of this Article when deemed necessary or 
when one of the milestones envisaged as trigger-
ing points is reached. 
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On this basis, the Commission considers there is 
no need to make any proposal to the Council and 
the Parliament to modify this Article at this stage.

4. Conclusions

Public investment remains at historically low levels 
(as a share of the GDP) in the EU. This is a result of 
a decline in public expenditure since 2010 coupled 
with the share of public investment in the total be-
ing reduced, to some extent because of higher lev-
els of social spending and debt interest.

This is a cause for some concern because of the 
importance of investment in fueling and under-
pinning growth. Private investment is beginning 

decline and public investment has a major role to 
play in helping to restore the conditions which en-
courage enterprises to invest.

One of the consequences of public investment de-
-

sion policy increased considerably during the cri-
sis period, accounting for half or more of the total 
in many EU-13 countries. In these countries and 
others, EU funding, accordingly, played a major 
counter-cyclical role in preventing an even larger 
reduction in public investment (see Chapter 6).

The management of public investment across the 
EU has become more centralised over recent years. 
The share managed by sub-national governments 

decades ago. Since the composition of investment 
-

investment more to central government.

The budget balance of sub-national governments 

-

for by central government and the Social Security 
funds. 



175

The impact of cohesion policy

 Cohesion policy is the EU’s main investment policy, providing funding equivalent 

 
of their implementation, investment for the 2007–2013 period is estimated to 

(now EU-13) in the 2014–2020 period. 

 
for the 2014–2020 period:

 ex ante conditions, to stimulate structural reforms and to increase 
administrative capacity;

 smart specialisation strategies to identify local potential and prioritise 
investment in key sectors; 

 
indicators of achievement. 

 Projects selected as at July 2017 (halfway through the 2014–2020 period) will 

2013 when spending was concentrated in the last 2–3 years. This suggests that 

 Targets for the 2014–2020 period include:
 14.5 million additional households with broadband access;
 17 million additional people connected to wastewater facilities;
 4 600 km of renovated TEN-T railway line;
 6.8 million children with access to new or modernised schools;
 7.4 million unemployed helped into work.

  Cohesion policy is also investing in the economy of the future, through supporting 
over 1 million SMEs, establishing around 30 000 new research positions and 

chapter6
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In the wake of the crisis, the EU funds played a 
stabilising role in ensuring a higher level of pub-
lic investment than there otherwise would have 
been. In many countries, the funds became the 

-
tion, the reduction in national Government fund-
ing as a result of the crisis led the EU to increase 

programmes in Member States where problems 
were most severe. The increase helped the coun-
tries concerned to maintain programmes as far 
as possible, even if overall expenditure was re-

-
sis. For example, addi-
tional resources from 
the ESF were allocated 
to short-term work ar-
rangements (e.g. in 
Italy and the Czech 
Republic) and institut-
ing general placement 
services (as in Finland). 

Support to investment 
continues into the cur-
rent period and is es-
pecially important for 
Convergence regions. 
For the EU-13, EU fund-
ing under cohesion pol-

1. The policy

Cohesion policy is the EU’s main investment policy. 
Over the course of the 2014–2020 programming 

range of areas, from enterprise support to infra-
structure, from urban regeneration to culture and 
social infrastructure (Figure 6.1). 

Cohesion policy is the EU’s principal means of sup-
port for SMEs, the low carbon economy, transport 
infrastructure, the integration of people into the 
labour market and the social inclusion of the dis-
advantaged. It is also plays a major role in sup-
porting innovation.

Cohesion policy consists of three main funds: 
the Cohesion Fund, the European Regional 
Development Fund (ERDF) and the European 
Social Fund (ESF, which is coupled with the Youth 
Employment Initiative, YEI). These in total provide 

-
lion of investment carried out under the policy, the 
rest coming from national co-funding (Table 6.1).

Chapter 6

The impact of cohesion policy
Table 6.1 EU and national contributions to 

€ billions

EU  
contribution

National  
contribution

Total  
investment

CF 63.4 12.2 75.6
ERDF 196.4 80.5 276.8
ESF 83.1 37.3 120.5
YEI 6.5 1.2 7.7
Total 349.4 131.2 480.5

Research & 

Innovation (41.1)

ICT (13.3)

SMEs (33.2)

Low-Carbon 

Economy (39.6)

Climate Change 

& risk (7.9)
Environment & 

Resource 

Efficiency (35.2)

Transport and 

Energy (58.5)

Employment 

(37.3)

Social Inclusion 

(33.1)

Vocational 

Training (33.4)

Other (16.9)
EUR billion

Planned investment by key priority, 2014-2020Figure 6.1

Source: ESIF Open Data Platform - https://cohesiondata.ec.europa.eu/ (September 2017)
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from the ERDF and Cohesion Fund, was equivalent 
-

ment over the three years 2015–2017 (and for 

and Lithuania, as well as Portugal, for over half 
(Figure 6.2). 

by July 2017, half way through the programming 
period. To some extent this represents underreport-
ing (due to delays in the designation of managing 
authorities and implementing bodies as well as 
the setting up of control 
systems), but it is also 
due to programmes be-

ground.

The amount of funding 
committed to projects 
selected to be under-
taken gives a guide to 
likely progress in the 
near future, and this 
is more positive, rep-
resenting at end-June 

total planned invest-
ment in the EU-28 

for some countries, even this is worryingly small 
(notably Cyprus, Romania and Spain).

The rate of project selection in the current pro-
gramming period, while starting more slowly than 
in the 2007–2013 period, has now caught up 
(Figure 6.3), and it can reasonably be expected 
that implementation rates from now on will be 
broadly similar to those in the previous period.

Moreover, programme periods cannot be seen in 
isolation. Periods overlap, with the closure and 
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The time profile of 2014-2023 expenditure has been established on the basis of the 2007-2013 outcome and an assumption of 100% absorption over the 

period

Table 6.2 Projects selected and expenditure by managing authorities as at end-June 2017 
compared to total planned investment for the 2014–2020 period

€ million

Total planned  
investment

Projects  
selected

Expenditure by  
managing authorities

Selection as % of  
planned investment

Austria 2 941.3 829.3 32.0
Belgium 4 646.2 3 288.1 214.1
Bulgaria 8 702.6 4 010.2 874.5
Croatia 9 945.1 2 363.1 326.3
Cyprus 824.1 150.6 41.1
Czech Republic 28 703.0 8 760.2 1 376.6
Denmark 798.5 352.7 56.0
Estonia 4 891.7 2 385.5 500.1
Finland 2 608.9 1 260.4 450.6
France 28 915.9 11 827.5 2 877.0
Germany 30 326.7 13 594.9 3 572.7
Greece 19 123.4 7 738.3 2 064.8

25 420.9 18 220.1 2 141.3
Ireland 1 971.4 1 687.2 13.8
Italy 51 771.6 18 865.2 1 724.6
Latvia 5 192.8 2 310.8 401.7
Lithuania 7 887.8 2 823.8 906.5
Luxembourg 88.3 57.2 8.2
Malta 865.2 416.4 39.9
Netherlands 2 389.0 1 096.1 299.8
Poland 90 576.3 33 951.2 6 810.0
Portugal 27 462.5 15 002.8 3 545.4
Romania 27 664.8 2 838.4 396.3
Slovakia 17 958.2 4 925.3 1 059.4
Slovenia 3 756.2 1 032.5 134.1
Spain 39 339.3 7 352.6 131.9
Sweden 3 509.7 2 067.8 428.5
UK 19 655.9 10 621.1 913.0
Interreg 12 464.6 5 888.8 247.1
Total 480 402.2 185 718.0 31 587.0
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alities, reforms might not have happened or they 
might have happened at a much slower pace. 

2.2 
governance

A close relationship between the Cohesion policy 
Funds and sound economic governance has been 
incorporated in the legislation and in setting the 
objectives of the programmes for 2014–2020. 
Cohesion policy has in-built mechanisms to im-

provides concrete support for fund-relevant struc-

Recommendations (CSRs) under the European 
Semester. Moreover, empirical evidence suggests 
that the ex ante conditionalities introduced in the 
current programming period have so far played a 

legislation in Member States, as well as in foster-
ing structural reforms. Accordingly, they have im-
proved the overall investment climate in Member 
States not only for investment funded under cohe-
sion policy but more generally.

2.3 A stronger ‘result orientation’ 

Experience of programme implementation and 
evaluation evidence collected for the 2000–2006 

evaluation of the 2007–2013 period, made it 
clear that cohesion policy needed a tighter focus 
on results.

The 2014–2020 regulations, therefore, require the 
following:

 
the regional or national level, translated into 
clear indicators of results with targets and 
benchmarks to make it clear whether or not 
the programmes are achieving their goals.

 Project selection criteria which take account of 
the objectives set at programme level to en-
sure that projects are properly focused.

(Figure 6.4). The delay in starting spending under 
the new programme period does not mean an in-
terruption in cohesion policy — actual investment 
on the ground continues in a relatively seamless 
way. 

2. 
the policy

A number of measures have been taken to improve 
the delivery of results in the 2014–2020 period.

2.1 Ex ante conditionalities

durability of results depend on suitable conditions 
being in place. Unsound policy frameworks and 
regulatory, administrative and institutional weak-
nesses are major systemic obstacles hindering ef-

of the utmost importance that such weaknesses 

the programming period1. 

This is why a key reform of the ESI Funds for the 
2014–2020 programming period was the intro-
duction of ex ante conditionalities (ExAC). These 

needed to be met at an early stage of programme 
implementation and by the end of 2016 at the 

Table 6.3)2.

-

800 distinct action plans were included in the pro-
grammes3 -

Investment Across Levels of Government adopted on March 12, 
2014. 

2 European Commission (2017f).

2017 in respect of the Annual Implementation Report for 2016 
and end-August 2017 in respect of the Progress Report. The 
Commission assesses completion of the ExAC action plans on the 
basis of reporting by Member States.
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Category

1. Improving the investment environment in the 
EU

barriers that hinder investment in the EU. Through 
their contribution to the creation of an invest-
ment-friendly environment, they help to strength-
en the Single Market and to deliver the Investment 
Plan for Europe, so fostering growth and jobs. 
 

2. Supporting structural changes and imple-

Depending on the Member State context, many ExACs 
can be catalysts for structural change and policy reform. 

Recommendations (CSRs) found that in several Member 
States, ExACs speeded up execution of reforms and pro-
vided the foundation for additional reforms and new 
policy design.

 
 

 
 
 
 
 

3. Accelerating the transposition and implemen-
tation of the EU acquis

Several ExAC are linked to the transposition and imple-
mentation of EU legislation and regulations. Such ExAC 

by the ESI Funds. 

ExACs for public procurement, State aid, environmen-
tal legislation relating to Strategic Environmental 
Assessment (SEA) and Environmental Impact 
Assessment (EIA), non-discrimination, gender and dis-
ability led several Member States to improve the imple-
mentation of EU regulations in a systemic way . 

4. Better targeting of support from ESI funds 
and other public funds

Many ExACs required that support from the ESI Funds 
should form part of policy or strategic frameworks 
which meet certain quality criteria. A number of ExACs 

Examples 

Malta, Portugal and Slovenia introduced the SME Test, 
to ensure assessment and monitoring of the impact of 
national legislation on SMEs. 

In Slovenia, the Transport Development Strategy, set 
out in the framework of the Transport ExAC, is the 

-
-

tlenecks and sets out investment priorities for trans-
port at the national, regional and EU level.  

The 2014 & 2016 CSRs for Latvia recommended mak-
ing the research system more integrated, strengthening 
links with the private sector and promoting internation-
ally competitive research institutions. As required by the 
ExAC, a smart specialisation strategy was formulated, 
which contributed to structural change in the R&D sec-
tor through a reform of research institutions. It helped 
to focus ESI Fund’s support on priority areas and to in-
centivise private investment in innovation.

In Romania, the ExAC Access to employment and labour 
market institutions supported structural reforms identi-

Agency’s (NEA) services are being strengthened by tailor-

-
ed. Case management is being introduced to improve 
cooperation between employment and social services. 

In Italy, shortcomings in the transposition of the public 
procurement acquis led in the past to several suspen-
sions of payments from the EU Funds. The public pro-
curement ExAC sped up the process of correcting the 
relevant national legislation and of preparing regional 
and national authorities to implement revised public 
procurement rules.

In several Member States, including the Czech Republic, 
Poland, Portugal, Slovenia, Spain and Italy, the need to 

Buildings Directives.

In Portugal, the adoption of a smart specialisation strat-
egy under the research and innovation ExAC helped to 
focus public funding in R&D on a limited number of 
smart specialisation areas. In Spain, as a result of the 
same ExAC, regions previously lacking experience in this 

Table 6.3 The ex ante conditionalities for the 2014–2020 programming period
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 Regular reporting of results and outputs and a 
performance framework linked to the release 
of a performance reserve.

 
objectives, to understand the contribution of 
the programme to developments at the na-
tional or regional level and to learn lessons for 
the future4.

2.4 Smart specialisation

Smart specialisation aims to boost national and 
regional innovation by enabling Member States 
and regions to focus on their strengths. It repre-

4 For further details and explanation, see the European Commission 
Guidance document on the monitoring and evaluation of the 
Cohesion Fund and ERDF, http://ec.europa.eu/regional_policy/

sents the most comprehensive industrial policy ex-
periment being implemented in Europe today.

The approach brings together the key players — 
the research community, business, universities, 
public authorities and civil society — to identify 
strengths in their region and to direct support to 
where local potential and market opportunities can 
best be realised. This enables critical mass to be 
achieved and accelerates the uptake of new ideas. 

Since smart specialisation became one of the ex 
ante conditionalities for the ESI Funds, over 120 
smart specialisation strategies have been formu-
lated through partnership, multi-level governance 

-
able to support these strategies from the ERDF 
and EAFRD, in addition to national and regional 
funding.

required a needs analysis. Some required strategic policy 
documents to ensure that funding is targeted to the icy docu-
ments to ensure that funding is targeted to the people most in 

the labour market. As a result, the selection criteria and calls 

to the socio-economic context. This should lead to increased 

of national funding

 
 

5. Improving administrative capacity and coordina-
tion

the implementation of the ESI Funds as well as on their com-
petitiveness.

-
tion ExAC requires the development and implementation of 
a strategy to reinforce and reform administering authorities. 
Several other ExACs establish requirements which reinforce 
administrative capacity to implement EU regulations on public 
procurement, state aid, environmental legislation relating to 
EIA and SEA, or EU legislation and policy on anti-discrimina-
tion, gender equality and disability. 

area developed expertise and produced smart specialisation 
strategies of high quality.

In Poland, adoption of national and regional transport plans 
to meet the requirements of the Transport ExAC contributed 

better prioritisation of investments, from which the CEF has 

Latvia implemented systemic improvements in the national 
early school-leaving data collection and analysis system.

public administration, the OECD Public governance review ac-
tion plan was revised and a quality management system in-

organisations (management systems, processes and struc-
tures). The OECD action plan serves as a basis for the on-
going State Reform.

Bulgaria: The action plan for the implementation, maintenance 
and development of modern Quality Management Systems 
(QMS), developed under the ExAC on Institutional capacity and 

of a Common Assessment Framework (CAF) in 48 authorities 
by the end of 2018. CAF is envisaged to be implemented in 
at least 80 authorities by the end of 2020, while QMS will be 
implemented in 350 authorities by the end of 2020. The ExAC 
also gave a boost to the preparation of an analysis of the 
existing needs of civil servants for training and of a methodol-
ogy for analysis of training needs in the public administration.
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Since 2011, the European Commission has provid-
ed advice to regional and national authorities on 
how to develop, implement and review their smart 
specialisation strategies; via a mechanism called 
“S3Platform”5. The objective has been to provide 
information, methodologies, expertise and advice 
as well as to promote mutual learning and trans-
national cooperation. It has around 200 members 
in total, including 18 EU Member States and two 
non-EU countries, as well as 170 EU and 9 non-EU 
regions.

In addition, in 2015–2016 the European 
Commission responded to the increasing in-
terest by establishing three Thematic Smart 
Specialisation Platforms (TSSP)6 on energy, agri-
food and industrial modernisation. These plat-
forms were created under the S3 Platform in order 
to facilitate interregional cooperation and boost 
private-public investment pipelines. More than 

-

advanced manufacturing for energy application, 

economy, high performance production through 3D 
printing, medical technology, innovative textiles, 
production monitoring systems, industry 4.0, new 
nano-enabled products, bio-energy, marine renew-
able energy, smart grids, solar energy, sustainable 
buildings, high-tech farming, traceability and big 
data and smart electronic systems7.

Placing investment in human capital and skills 
at the heart of smart specialisation strategies is 
key, as skilled human capital is a pre-condition for 
the success of any innovation policy. This is why 

-
sent programming period to strengthening human 
capital in research, technological development and 
innovation.

5 http://s3platform.jrc.ec.europa.eu/

6 http://s3platform.jrc.ec.europa.eu/s3-thematic-platforms

7 For further information see the European Commission’s smart 
specialisation platform: http://s3platform.jrc.ec.europa.eu/

2.5 Financial instruments

-

Structural Funds was invested in this way, while 

8.

The FI landscape at EU level is complicated, with 
various players, instruments and areas of inter-
vention. ESI Funds play a major role at the EU 
level (Table 6.4). SMEs account for just over half of 
planned spending from the ESI Funds supported by 
FIs and, together with innovation and the low car-
bon economy, they represent the bulk of planned 
investment so supported. ESI Funds in the form of 

and the low carbon economy without considering 
the substantial amount of ERDF support provided 
to these areas through grants.

There are various changes in the extent of the use 
of FIs and the arrangements for implementing and 
reporting on them in the 2014–2020 period as 
compared with the preceding one (Table 6.5).

3. Macroeconomic impact 
of the policy

Macroeconomic models suggest that cohesion pol-
icy investment is likely to have a positive and sig-

The impact builds up over time and continues long 

short run, a substantial part of the impact stems 
from the increase in demand generated by the ad-
ditional expenditure, which is partly crowded-out 
through increases in wages and prices. In the me-

of cohesion policy investment — the so-called 

the same time. By 2023, EU GDP is expected to 

axis is not fully pre-determined and may change.
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Table 6.5 Changes in Financial Instruments supported by cohesion policy between the 2007–2013 
and 2014–2020 periods 

2007–2013 2014–2020

Scope Support for enterprises, urban develop-

energies in building sector

Support for all thematic objectives cov-
ered under a programme

Set-up Voluntary gap analysis for enterprises Compulsory ex ante assessment

Implementation options Financial instruments at national or re-
gional level — tailor made only

Financial instruments at national, region-
al level, transnational or cross-border 

loans/guarantees
Contribution to EU level instruments

Payments Possibility to declare to the Commission Phased payments linked to disburse-

to be paid can be included in the request 
for the interim payment

Management costs and 
fees, interest, resources 
returned, legacy

Legal basis set out in successive amend-
ments of the regulations and recommen-
dations/interpretations set out in three 
follow up notes.

Full provisions set out from outset in ba-
sic, delegated and implementing acts

Reporting Compulsory reporting only from 2011 
onwards, on a limited range of indicators

Compulsory reporting from the outset, on 
-

cial regulation.

Table 6.4 Division of EU sources of funding for the 2014–2020 period

EFSI ESIF
Total 

(€ billion)

Infrastructure Connecting Europe Facility

22.4

SME
COSME (81%), 
EASI (11%) and 
Creative Europe (7%)

21.3

R&D&I Horizon 2020
11.7

Environment and 
resource efficiency

NCFF (56%), PF4EE (44%)
6.1

ICT 3.3
Social cohesion Erasmus+ 2.7
Total (€ billion) 26.0 21.6 19.9 67.5

EU level instruments

Notes: ESI funds (“ESI”) are the “European Structural and Investment Funds”, i.e. cohesion policy funds plus EAFRD and EMFF 
EFSI (“European Fund for Strategic Investments”) is an initiative launched jointly by the EIB Group and the European Commission 

The boxes representing budget commitments are broadly to scale. In the case of EFSI, the breakdown of commitments as at 
November 2016 has been used as a proxy to disaggregate the commitment by objective.
Source: European Policies Research Centre (2017).
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Through a mix of services, the EIB plays a major role in helping to reduce regional economic disparities and 
to raise living standards across the EU.

EIB Cohesion Priority Regions cover all less developed and transition regions eligible for support under cohe-
-

ble 6.6 and Figure 6.5), loans going to areas such as major infrastructure, including trans-European networks 
and renewable energy, water supply, waste management, forestry and food security; SMEs; education and 
training; ICT and to municipalities for improving urban living environments.

-

grants and these loans help in doing so.

the advisory services of JASPERS (created in 2005 and managed by the EIB in partnership with the European 
Commission and the European Bank for Reconstruction and Development (EBRD), which helps cities and 
regions to prepare major projects, as well as some smaller projects in smaller countries and strategic areas, 

Table 6.6 EIB lending to Cohesion Priority Regions (€ billion)

2007–2013 2014–2016

Cohesion lending
of which Structural Programme Loans
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EU-

28

DK LU NL SE MT FI AT IE BE FR HR EE LV LT CY UK BG SK SI RO CZ EL HU DE IT PT PL ES

2007-2013 2014-2016

EIB lending under the Cohesion Objective by country and programming 

period (€ billion)
Figure 6.5

Source: EIB, 2017
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Unsurprisingly, the impact is greatest in the main 

the implementation period of the 2007–2013 
programmes (i.e. in 2015), GDP in Latvia is esti-

-
vestments supported by cohesion policy while in 

higher than it would have been without cohesion 
policy investments.

-
er during the implementation period but they 
strengthen over time. The overall impact was 
positive, though marginal in some cases, even in 
Member States which are net contributors to the 

compensated by the boost to income and expendi-
ture in net recipient countries from the investment, 
which leads to increased imports from net contrib-
utor countries, so boosting the GDP of the latter 
(see Box on Spatial spill-overs). 
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Similar results are expected for the 2014–2020 
period (Figure 6.7). The largest impact is estimated 
to be in Croatia where GDP is forecast to increase 

period (2023) over and above what it would have 
been in the absence of cohesion policy invest-

run (in 2030), the increase in GDP is largest in 

As for 2007–2013, the expected impact in the 

impact of the policy per euro spent is only slightly 

Spatial spill-overs

be modelled. Figure 6.8 shows the impact of all cohesion policy programmes in 2007–2013 on the non-
cohesion countries. This is the sum of their contribution to the EU budget (negative), the impact of the pro-

exports to the cohesion countries (positive). It also shows the impact on this group of countries of only the 
programmes implemented in the cohesion countries only.

programmes, but once they are terminated, GDP in the non-cohesion countries is higher than what it would 
have been without these programmes, due to the positive spill-over they generate on the economies of the 
non-cohesion countries.

the non-cohesion country economies. By 2023, the impact of the 2007–2013 programmes is estimated to 

links with cohesion countries (Austria and Germany) or strong openness to trade in general (Ireland and 
Luxembourg). In Austria and Luxembourg, more than half of the impact of the policy is due to investment 
in the cohesion countries.
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Impact of cohesion policy on non-cohesion countries' GDP, all 

programmes and programmes implemented in the cohesion 

countries, 2023

Figure 6.8

Source: QUEST macroeconomic model
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lower in the EU-15. Indeed, as compared to the 
EU-13, investments in the EU-15 tend to be rela-
tively more concentrated in R&D and human capi-

the spending involved has come to an end. Ten 

2030, the impact is estimated to be around 2.7 
times the money spent in the EU-13 and 2.4 times 
in the EU-15. Over the 17-year period 2014–2030, 

-

EU-15, good value for money from a policy which 
generates social returns, in the form of non-quan-

-
prove the quality of life and the sustainability of 

3.1 Impact at regional level

The analysis conducted at the national level can 
be complemented by simulations at the regional 
level. This is important as the intensity of aid and 
the policy mix, i.e. the investment priorities sup-
ported, vary markedly from one region to another, 
even within the same Member State. The impact 
of the policy also depends on the economic and 
social environment in which it is applied. The same 

-
sequences if implemented in a mostly rural region 
where agriculture accounts for a substantial share 
of GDP or in an urban region specialised in ser-
vices. In addition, some mechanisms which need to 
be taken into account when assessing the impact 
of cohesion policy are more likely to operate at a 
regional than a national level. This is the case, for 
example, with spatial spill-overs through which the 
programmes implemented in one region also have 
an impact in others, especially those that are geo-
graphical neighbours. 

The impact at NUTS 2 regional level shows wide 
variations across the EU-27 and even within the 
same country (Map 6.1). 

By the end of the programming period, GDP in 

would be without Cohesion policy, while in the cap-

In regions in more developed Member States, the 
impact is smaller but remains positive in spite of 
the fact that these regions are net contributors to 
the policy. This is particularly true in the long-run 
because of the focus of investment as indicated 
above. In 2030, the smallest impact is estimated 
to be in Nordjylland in Denmark, though it is still 

In most Member States, it is in the least developed 
regions where investment relative to GDP is larg-
est and where the impact is greatest. This is in line 
with the mandate for cohesion policy enshrined in 
the Treaty which is to reduce disparities in regional 
GDP per head across the EU.

4. Innovation and competitiveness

-
ing for innovation and competitiveness (Figure 6.9). 

-
trated), the ERDF is the second largest source, 
though, as noted above, it is the predominant 
source of support for SMEs.

In line with the emphasis on smart specialisa-
tion, cohesion policy is increasingly concentrated 
on higher value-added support, with greater focus 
on productivity and less on employment, the tar-

ERDF 54.4

EAFRD, 3.6

H2020, 74.8

Main EU sources of funding for research, 

innovation and ICT, 2014-2020 (€ bn)

Figure 6.9

Source: ESIF Open Data Platform and KPMG (2017)

ESI 

funding
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get for gross jobs directly created being reduced 
from 1.2 million in the previous period to 420 000 
(Table 6.7). In addition, support to large enterprises 
is now restricted to innovation.

4.1 Support to SMEs

Support to SMEs over the 2007–2013 period was 
already focused on RTD and innovation. Some 
400 000 SMEs across the EU received direct sup-
port and 121 400 new businesses were helped to 

EU. This, however, greatly understates the poten-
tial importance of the support since in many cases 

region, such as those engaged in manufacturing or 
tradable services and, accordingly, the main sourc-
es of potential growth, rather than those in sectors 
such as retailing or other basic services in which 

SMEs in the EU were supported, including an esti-
-

sons employed) and over a third of medium-sized 
enterprises.

The average amount of funding going to each SME 

-
ures of support, from several million euro (up to 

of modern machinery, for example) to a few thou-
sand euro (such as in respect of short-term credit 
for micro enterprises).

competitiveness
Research, Innovation: number of enterprises 
cooperating with research institutions

Enterprises 73 000

Research, Innovation: number of new 
researchers in supported entities

Full time equivalents 29 500

Research, Innovation: number of enterprises supported Enterprises 63 000

Research, Innovation: number of enterprises supported 
to introduce new-to-the-market products

Enterprises 28 000

Research, Innovation: private investment matching 
public support in innovation or R&D projects

 10.4 billion

Research, Innovation: number of researchers working 
in improved research infrastructure facilities

Full time equivalents 72 000

Enterprises 450 000
Enterprises 1 100 000

Firms receiving grants Enterprises 370 000
Direct employment increase in supported enterprises Full time equivalents 420 000

Enterprises 200 000
Private investment matching public support to enterprises (grants)  23.7 billion 
Private investment matching public support 
to enterprises (non-grants)

 8.6 billion

Startups supported Enterprises 155 000

ERDF 

33.2

EAFRD, 27.9

EMFF, 2.6

SME initiative, 

1.2

Creative 

Europe, 1.5

COSME, 2.3

Main EU sources of funding for SMEs, 

2014-2020 (€ bn)

Figure 6.10

Source: ESIF Open Data Platform and KPMG (2017)

ESI 

funding
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The evaluation found that a major result of sup-
port was the help given to SMEs to withstand the 

was also support for innovation and the adop-
tion of more technologically advanced methods 
of production as well as for the development of 
new products. The evidence from the surveys and 
case studies carried out as part of the evaluation 
shows that support led to investment being main-
tained, increased and/or accelerated, resulting in 

It also led, in a number of cases, to observable 
behavioural changes, such as SME owners and 
managers being more willing to take risks and to 
innovate. This was evident, for example, for R&D 
grants in Castilla y León (Spain), which resulted in 
SMEs being more capable of undertaking complex 

research centres. Overall, the ERDF provided sup-
port for 35 500 projects for cooperation between 
SMEs and research centres.

Support to the social economy

Social enterprises create new jobs, facilitate 
labour market integration and are a source of 
social innovation. Moreover, the development 

-
ment to address social issues, contributing to the 
sustainability of welfare systems.

The ESF is actively supporting the establishment 
of social enterprises as a source of jobs, in par-

get work: young long-term unemployed, disabled 
people and people in rural communities. Over-
all, Member States have earmarked more than 

-
eral Member States are using the ESF to boost 
the social investment market, such as in Portugal 
through the Social Innovation Fund and in Poland 
through the National Fund for Social Entrepre-
neurship.

instruments (FIs)

Since FIs were particularly concentrated on sup-
porting SMEs in the 2007–2013 period, the ex 

It found that FIs played a crucial role in provid-
ing funding to SMEs during the credit crunch in 

-
ness. Indeed, the regulations were changed in 
response to the crisis, allowing FIs to be used to 

so giving them a distinct advantage over grants. 

went to support of working capital, so keep-

helped to maintain investment in new technol-
ogy and in improving production processes more 
generally.

It is equally evident that FIs have assisted in the 

regions. In North-East England, they led to the 
creation of a revolving fund and helped to de-
velop a private investment sector in the region 
as well as supporting investment in new tech-
nology and innovation. In Bayern in Germany, 
they helped to develop a business market and 

In addition, and perhaps unexpectedly, the evi-
dence from case studies suggests that SMEs 

-
1. This may prove to be a key source of 

the added-value of FIs in the longer term2.

an ERDF context.

2 For further information: Ex post evaluation of cohesion 
policy 2007–2013
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In some programmes, the ERDF was used to sup-
port experimental and innovative policy measures 
instead of replicating traditional national schemes. 
This was the case, for example, in Denmark, 
Sweden and Finland, where there was a focus on 
research and innovation, in Puglia in Italy with the 

Inno-voucher scheme.

4.2 Support to large enterprises9

Although SMEs are the main focus of enterprise 
support under cohesion policy, large enterprises 

-

large enterprise support in the 2007–2013 period 
-

prises (Table 6.8). 

This took the form of some 6 000 projects, with an 

of 1.6 projects in each of them (although some 

Portugal and Germany accounted for half of total 
ERDF support to large enterprises in 2007–2013. 

in manufacturing, in the automotive and aerospace 
industries but also in packaging. For the most part, 

9 Large enterprises: 250 employees or more.

-
ble grants, but in Italy, Spain, Portugal and Austria, 
support was also provided in the form of loans 
(usually combined with grants).

of projects achieving or more than achieving the 
goals set (Figure 6.11). Both the production ca-
pacity and the productivity of the enterprises con-

of cutting-edge technologies that went beyond 
simple replacement investment. Moreover, the 
projects directly created at least 60 000 new jobs 
in the 8 regions selected for in-depth case studies.

According to the case studies, 3 out of 4 of the 

common being knowledge spill-overs and the 
building of local supply chains. Typically, however, 

-
vest, it was only one factor among many. Since 
large enterprises tend to have long-term strate-

-

money.

Wherever it was possible to judge, it was found 
that the presence of large enterprises in the re-
gion concerned was more than temporary and, in 
the case of the projects supported, the investment 
concerned would be maintained for the mandatory 

Direct enterprise 
support* 

(€ million)

Large enterprise 
support 

(€ million)

Large enterprise / 
total support

Number of projects
supported

Poland  6 591  1 153  539  408 
Portugal  4 145  1 134  407  319 
Germany  3 200  704  763  632 
Czech Republic  1 491  467  520  339 

 2 581  453  409  273 
Spain  2 543  311  1 269  398 
Italy  2 034  243  416  270 
Austria  283  133  194  148 
Total (EU-28)  31 233  6 100 (est.)  20% (est.)  6 000 (est.)  3 700 (est.) 
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would sustain production in the region over the 
longer term depended, in particular, on the lifecy-
cle of the plant or process in which investment had 
been made and the technology involved as well as 
corporate strategy.

5. 
and education

In the 2014–2020 period, the European Social 
Fund (ESF) is providing support to four thematic 
objectives: Employment, Social inclusion, Education 
and skills, and Administrative capacity building. Of 

-
lion is going to support sustainable and quality 
employment, social inclusion and investment in 
education and training. The majority of funding is 
allocated to employment and education objectives, 

expected to:

 help more than 7.4 million of the unemployed 
into work, together with another 2.2 million 

an ESF project;

 help over 8.9 million people gain new 

The ESF is also expected to help at least:

 9.9 million people with low education;

 7.5 million people who are disadvantaged;

 6.2 million young people;

 7.2 million people in employment, including the 
self-employed and those working in public em-
ployment services and related organisations.

~ 30% of firms:
Little influence of support

90% of projects 
achieved project targets

3 out of 4 planned
wider benefits emerged

~ 50% of firms:
some degree of 

behavioural additionality

 20% of firms:
strong behavioural 

additionality

SUPPORT PROJECT DIRECT
EFFECT

INDIRECT
ANDWIDER
BENEFITS

~ ~

Figure 6.11 Large Enterprise support 2007–2013 — Case study result

http://ec.europa.eu/regional_policy/en/policy/evaluations/ec/2007–2013 . 
Source: Ex post evaluation of cohesion policy 2007–2013
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5.1 Employment

Promoting high levels of employment and job 
quality is the cornerstone of the ESF. It helps both 

training, counselling, job placement and other 
means. It also helps those in employment to up-
grade their skills to remain competitive on the 
labour market and adapt to change. The ex post 
evaluation of the 2007–2013 ESF programmes 
showed that, by the end of 2014, at least 9.4 mil-
lion people who found a job received support from 
the ESF10. 

As part of its employment objective, the ESF is 
helping tackle the major problem of youth unem-
ployment. Indeed, young people are among the 
most important target groups for the ESF, repre-

programmes. Over the 2014–2020 period, the ESF 

the integration of young people into employment 
across the EU. In addition, the Youth Employment 
Initiative (YEI) was launched in 2013, with a budg-

11, matched by an equal amount 

States to invest directly in improving the employ-
ability of young people. 

10 Ex post evaluation of the 2007–2013 ESF programmes: 

11

the co-legislator in 2017. 

The YEI helped to kick-start the implementation 
of the Youth Guarantee — a guarantee that each 

or education within 4 months of becoming unem-
ployed. By the end of 2016, over 1.6 million young 
people had already been directly supported by the 
Initiative. Alongside supporting investment, the 
ESF is also being used to change the policy ap-
proach to youth unemployment in Member States 
by encouraging a more individual focus.

The preliminary assessment of the implementa-
tion of the ESF and YEI up to 2016 shows posi-
tive achievements, with over 6.8 million participa-
tions in measures supported, 3.4 million of which 
involved those unemployed, 1.8 million those 
inactive, 2.6 million those below 25 and 2.6 mil-
lion those with only basic schooling (ISCED level 
0-2)12 -
get groups. Results are still limited and will take 
time to materialise, since so far only 0.7 million 

-
cation and only 0.6 million participants have found 
employment, including self-employment, on leav-
ing programmes.

5.2 Social inclusion

One of the central purposes of the ESF is to sup-
port people who are disadvantaged and at risk of 

their place in society. For the 2007–2013 period, 
-

cated to social inclusion measures, which, accord-
ing to evaluations, helped Member States to better 
support those most severely hit by the crisis. In 

will go to such measures which should increase 

In addition, the ESF provides support to measures 
to help groups who face discrimination and preju-
dice on the labour market. These include, in par-
ticular, migrants, ethnic minorities, such as Roma, 

-

12
mutually exclusive.

ERDF, 21.5

EAFRD, 15.2

ESF, 75.8

EMFF, 0.6 YEI, 6.5

RECP, 0.4

3rd Health, 0.4

EaSI, 0.9

EGF, 1.1

AMIF, 3.1

FEAD, 3.8

Erasmus+, 

14.8

Main EU sources of funding for employment, 

training and social inclusion, 2014-2020 (€

bn)

Figure 6.12

Source: ESIF Open Data Platform and KPMG (2017)

ESI 

funding
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and training for them, ESF-supported measures 
are aimed at combating all forms of discrimina-
tion and at breaking down the various barriers the 

becoming integrated into society.

5.3 Education

-
vestment in human capital and the development of 
skills which are crucial to achieving and maintain-
ing high levels of employment, As such, the Fund 
helps Member States to improve the basic skills of 

increase their skill levels and the unemployed to 
get back into work. 

As highlighted by the New Skills Agenda for 
Europe13, it is of paramount importance for people 

and for the competitiveness of the EU economy. To 
this end, the ESF provides support across the entire 
education cycle from early childhood schooling to 
vocational training and life-long learning.

5.4 Urban and social infrastructure

The ex post evaluation of the 2007–2013 period 
found that activities related to urban development 

following kinds of project were undertaken with 
the support provided:

 the construction, repair and renovation of 
schools, housing, social and cultural centres 
and other buildings;

 the creation of business space;

13 Communication from the Commission, The new skills agenda for 
Europe — Working together to strengthen human capital, employ-
ability and competitiveness, COM(2016) 381.

 the renewal and revitalisation of town centres 

defences;

 the construction of cycle paths;

 the construction of public spaces and facilities;

 
sites;

 the installation of clean drinking water supply 
and wastewater treatment facilities;

 
buildings.

Social innovation

The ESF has played an important role in chang-
ing attitudes and systems of care and support 

from care in institutions to care in the commu-
nity, following a human rights approach. In the 
2014–2020 period, there is a more focused use 
of the ESF on supporting a transition to such a 

-
dress this transition in a more systemic way and 
to make structural reforms rather than inter-
vening on an ad-hoc basis. Such reforms were 
encouraged by allocating resources to their 
implementation during the negotiation of pro-
grammes. 

Bulgaria is an example of what has been achieved 
so far. Through an ambitious programme of re-
form, the Bulgarian Government, with support 

-
cant progress in deinstitutionalising the care of 
children with disabilities in a short space of time 

and all specialised institutions for such children 
being closed down.

As part of ESF transnational cooperation, social 
innovation is encouraged in most areas of sup-
port, the objective being to stimulate new ap-
proaches and the exchange of good examples of 
innovative measures between Member States.
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Achievements in the EU-12 ranged from improve-
ments in infrastructure (water supply, sewerage 
systems, schools, housing and cultural centres) 
and the renovation of buildings to the execution 
of urban integrated development plans and strate-
gies. In the Czech Republic, for example, Integrated 
Plans for Urban Development for cities with more 
than 50 000 inhabitants were formulated as the 
basis for the construction of sports facilities, public 
places and cultural and leisure facilities.

In the EU-15, the focus in the UK was on the crea-
tion of business centres and support of SMEs at 
local level, while in other countries, the ERDF was 
used to stimulate private investment in towns and 
cities, such as in Rotterdam.

In the case of social infrastructure, the main 
achievements included:

 improvements in healthcare and social in-
frastructure facilities through modernisation 

ambulance, care and other services (e.g. in 

to close the gap between more and less devel-
oped regions in the EU; 

 improvements of the education system in a 
number of Member States (notably in Portugal 

schools, colleges and equipment);

 improvements in training and employment ser-
vices (in, for example, Spain, Poland, the Czech 
Republic and Lithuania) to better adapt the 
work force to labour market needs; 

 improvements in the security of urban areas 
and investment in the cultural heritage;

 investment in cultural, sports and training fa-
cilities, as part of urban development meas-
ures, together with the establishment of sup-
port centres for various disadvantaged groups.

Monitoring data show that three quarters of the 
(small scale) projects examined in the evalua-
tion made a concrete contribution to growth and 
jobs and a quarter of them a large contribution 
(Table 6.10). The most common outcomes were 
an improvement in skills and an expansion of lo-

-
fects on a range of other factors from health to 
business creation and increased labour market 
participation.

6. 

6.1 The environment

The environment has been a focus of cohesion pol-
icy support since 1989. Along with transport, it is 

the Cohesion Fund, on the grounds that it is im-
portant to have common environmental standards 
across the EU for both the health of people and to 
protect the eco-system.

The ex post evaluation for the 2007–2013 period 

infrastructure
Childcare and education: Capacity of supported 
childcare or education infrastructure

Persons 6.8 million

Urban: Population living in areas with integrated 
urban development strategies

Persons 41.2 million

Urban: Public or commercial buildings built or renovated in urban areas Square metres 2.2 million
Urban: Rehabilitated housing in urban areas 17 000
Urban: Open space created or rehabilitated in urban areas Square metres 29.2 million
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comply with EU standards were closed down while 

and Slovenia, as well as Croatia, the proportion of 
waste which was recycled was increased by over 

EU cohesion policy is also key to making the cir-
cular economy a reality, by ensuring funding for 
waste management, innovation, SME competitive-

-
ments and by promoting green public procurement.

case studies on waste management:

 

and 2013. A mechanical biological treatment 

in Varna in 2011 and a similar facility, but in-
cluding a composting plant, was opened in 

 
sites were closed down between 2007 and 
2013, the share of municipal solid waste com-

-

 In Poland, the share of municipal waste going 

while the share of waste going to recycling 

of regional waste management centres were 
constructed to replace smaller local and less 

-
covery facility to handle various types of waste 
and a composting facility was constructed in 

 
waste collection centres and the construction 
of a number of regional centres for waste 
management as well as an incinerator and 

Between 2007 and 2013, recycling nearly 

ERDF, 54.0

EAFRD, 50.5

EMFF, 2.3

CF, 28.6

EAGF, 312.3

NER300, 2.1

LIFE+, 3.5

Solidarity 

Fund, 3.5

Main EU sources of funding for agriculture 

and the environment, 2014-2020 (€ bn)
Figure 6.13

Source: ESIF Open Data Platform and KPMG (2017)

ESI 

funding

2007–2013 (% reporting a contribution to 
various goals)

Improved skills/ educational 

Improved performance/ 
expansion of local businesses
Improved health outcomes
Entrepreneurship/new 
business creation

participation in the labour market
Other
Total reporting some contribution

contribution)

ERDF

25.8

CF, 32.6

CEF, 30.4

Main EU sources of funding for transport and 

energy infrastructure, 2014-2020 (€ bn)

Figure 6.14

Source: ESIF Open Data Platform and KPMG (2017)
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increased, though it remained relatively small 

Achievements as regards water supply and waste-
water treatment included:

 an additional 5.9 million people connected to a 
new or improved supply of clean drinking wa-
ter, 1.6 million of whom were in the EU-12 and 
3.7 million in Convergence regions in the four 
southern EU-15 Member States, most of them 
in Spain and Greece;

 an additional 6.9 million people connected to 
new or upgraded wastewater treatment fa-
cilities, of whom 1.9 million were in the EU-12 
and 4.6 million in the four southern Member 
States (Table 6.11).

A striking example is the construction of a new 
sludge treatment facility at the Vilnius wastewater 
treatment plant in Lithuania. Before the construc-

it is composted and used as fertiliser. The aim was 
not only to comply with the EU Sludge Directive 
(86/278/EEB) but also to reduce the smell from 

-
tion of Vilnius.

Table 6.11 Additional people served by water 

end-2014)

Water  
projects

Wastewater  
projects

Czech Republic 371.3 490.3

Estonia 13.7 15.8
478.1

Lithuania 78.5
Latvia 672.2 90.1
Poland 262.2 537.3
Slovenia 291.6 194.2
Slovakia 33.0 44.2
Spain 1 929.0 2 172.3
Greece 1 455.5 370.8
Italy 825.0
Portugal 359.8 1 270.0
Germany 213.0
France 514.6 101.4
EU-12 1 644.0 1 928.5
EU-4 3 744.3 4 638.1
EU-15 Other 514.6 314.4
EU 5 902.9 6 880.9

 

Table 6.12 Common indicators and targets for 2014–2020 as regards the environment 
Risk prevention and management: Population Persons  13.2 million 

Risk prevention and management: Population Persons  11.8 million 

Nature and biodiversity: Surface area of habitats 
supported to attain a better conservation status

 6.4 million 

Water supply: Additional population served 
by improved water supply

Persons  12.4 million 

Land rehabilitation: Total surface area of rehabilitated land 5 000
Solid waste: Additional waste recycling capacity Tonnes/year  5.8 million 
Wastewater treatment: Additional population 
served by improved wastewater treatment

Persons  16.9 million 
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6.2 Transport 
investment

Investment in trans-
port has always been 
a major focus of sup-
port from both the 
ERDF and Cohesion 
Fund, which represent 
substantial sources of 
funding for such in-
vestment, accounting 

Government capital ex-
penditure on transport 
over the 2007–2013 
period in the EU-12. 
(Figure 6.15).

Given the large number of projects, it is impossible 
to describe them all, but the following examples 
drawn from the ex post evaluation case studies14 

-

The road is a 51 km long section of the A2 motor-
way linking Bucharest and Constanta on the Black 

the largest port on the Black Sea as well as being 
one of the largest in Europe. It also forms part of 
the TEN-T priority axis number 7, which runs from 

Budapest and which is part, in turn, of the Orient-
East-Med Corridor. Accordingly, it is strategically 
important for both the Romanian and the wider EU 
economy. The section which completed the A2 mo-

Urban transport projects

A number of public transport projects were sup-

reducing congestion in cities and improving the 

14 See annex 3 for references, where further details can be found.

urban environment as well as reducing travel 
times. Examples include the development of metro 

and Warsaw in Poland and the upgrading of ur-
ban or suburban railways between Gdynia, Sopot 
and Gdansk in Poland and between Nantes and 
Châteaubriant in France (described below as well) 
together with the city rail tunnel in Leipzig.

-
tion of metro line no.2 and the extension of line 

km in 2009 to 39 km in 2015 and the number of 
-

ro now serves the major residential areas situated 
in the north and south of the city, as well as the 

changes in travel patterns, with an increased pro-
portion of journeys being made by public transport 

congestion in the city and reduced toxic emissions.
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Development of Szeged electric public 
transport

Cohesion policy funding was used to upgrade and 

expand the capacity of routes linking residential 
areas with the city centre and to give added incen-
tive to people to use public transport rather than 
cars. Tramline 1 and sections of lines 3 and 4 were, 
therefore, modernised (18.3 km in total) and a new 
line 2 was constructed (of 4.8 km) along with an 
extension of the trolleybus network (of 3.7 km). 

were also purchased and a new passenger infor-
-

stalled together with 8 bike-and-ride stations next 
to tram and trolleybus stops. The result has been 
a reduction in travel time between the main resi-
dential areas and the city centre. Noise and air pol-
lution has also been reduced by expanding electric 
public transport and favouring its use in the city.

Reopening of railway line Nantes — 
Châteaubriant

The railway line, covering a distance of 64 km, was 
re-opened in 2014 having been closed for passen-

by the ERDF and involved the replacement of exist-
-

lation of safety systems at level crossings and of 
signalling and telecommunication equipment and 
the improvement of access to stations and servic-
es at Nantes and other places along the route. The 
line, which is now used by tram-trains, has made 
commuting and other journeys to Nantes, a cen-

tre of essential services in the area, much easier. 
It has increased the attractiveness of using public 
transport instead of cars and so has reduced both 
congestion and pollution levels. 

6.3 15

As noted in Chapter 3, heating, cooling and lighting 
buildings account for a substantial proportion of 
the energy consumed across the EU. Accordingly, 

can contribute considerably to reducing overall en-
ergy consumption, so saving on the depletion of 
fossil fuels, alleviating poverty, increasing energy 
security and contributing to climate change miti-
gation and adaptation.

Following the adaption of the regulations in June 
2009 as part of the European Economic Recovery 

-
came eligible for support in all parts of the EU, the 

of the total ERDF allocation at the same time. The 
express intention was to boost economic activity 
as well as to further social cohesion by helping to 
reduce disparities in access to good quality hous-
ing and to relieve energy poverty.

The ex post evaluation found that almost all of the 
funding going to investment in increased energy 

total, took the form of non-repayable grants. Only 

15 Cohesion policy investments in energy are broader, but this section 

evaluation of the 2007–2013 period.

Table 6.13 Common indicators and targets for 2014–2020 as regards transport 
Railway: total length of new railway line km 1 150 
Railway: total length of reconstructed or upgraded railway line km 8 680 
Railway: total length of new railway line, of which: TEN-T km 570
Railway: total length of reconstructed or upgraded railway line, of which: TEN-T km 4 640 
Roads: total length of newly built roads km 3 430 
Roads: total length of reconstructed or upgraded roads km 10 390 
Roads: total length of newly built roads, of which: TEN-T km 2 020 
Roads: total length of reconstructed or upgraded roads, of which: TEN-T km 800
Urban transport: total length of new or improved tram and metro lines km 750
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instrument (FI), equities in particular. Many of the 
FIs were organised through JESSICA funds man-

-
pose of which was to provide funding for urban 
regeneration16.

The evaluation reviewed 27 OPs and found an 
overall reduction of 2 904 GWh17 a year in elec-
tricity consumption up to the end of 2013 from 

from measures for residential and public build-
ings. To put this into perspective, the reduction in 
respect of buildings amounts to an estimated cut 

in the countries and regions concerned, not large 

of funding involved. Moreover, by the end of 2013, 

-

completed.

In addition, for 20 OPs, data were also collected on 
the reduction in greenhouse gas emissions from 
the projects supported. Up to the end of 2013, 
this amounted to a cut of 826.4 kilo tonnes of 
CO2 equivalent emissions a year from the projects 

-
ings (and one of 1 454 kilo tonnes a year from 

16 JESSICA stands for Joint European Support for Sustainable 
Investment in City Areas, which is an initiative of the European 
Commission in cooperation with the European Investment Bank 

-
nancial instruments.

17
annual electricity consumption.

in annual emissions in the OP areas concerned.

In Lithuania, the result of the projects carried out 
was much greater, in line with the larger share of 

buildings. By the end of 2014 (i.e. one year later 

864 public buildings which had been renovated 
had been reduced by 236 GWh a year, which cor-

in the country. 

form of technological advances as a result of in-
novative projects undertaken, awareness raising 

policy learning, in the sense of acquiring a bet-
ter understanding of the policy measures avail-
able and how they can best be implemented and 
assessed.

7. Reinforced cooperation and 
addressing territorial challenges

The current round of interregional coopera-

2014–2020 invested in over 100 cooperation pro-
grammes between regions and territorial, social 
and economic partners (Table 6.15). This amount 
also includes the ERDF allocation for Member 
States to participate in EU external border coop-
eration programmes supported by other instru-
ments (Instrument for Pre-Accession and European 
Neighbourhood Instrument). The breakdown of 
programmes is as follows:

renewables
870 000

Renewables: additional capacity of renewable energy production MW 7 700

energy consumption of public buildings
kWh/year 5.3 billion 

Users 3.3 million 
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 60 cross-border programmes — Interreg V-A, 
along 38 internal EU borders: ERDF contribu-

 12 IPA cross-border programmes: Instrument 
for Pre-Accession and European Neighbourhood 
Instrument 

 16 ENI cross-border programmes: International 
Cooperation and Development

 15 transnational programmes — Interreg V-B, 
covering larger areas of cooperation such as 
the Baltic Sea, Alpine and Mediterranean re-

The Interreg Europe regional cooperation pro-
gramme and three networking programmes 
(Urbact III, Interact III and ESPON) cover all 28 EU 
Member States and provide a means of exchang-
ing information and experience between regional 

In accordance with the new design of EU cohesion 
policy for the 2014–2020 period and the focus 

-
ministration and results as well as the pursuit of 
the Europe 2020 targets, Interreg has been sig-

Table 6.15 Evolution of Interreg 1990–2020

Interreg I 
1990–1993

Interreg II 
1994–1999

Interreg III 
2000–2006

Interreg IV 
2007–2013

Interreg V 
2014–2020

Legal status Community  
Initiative

Integrated into Structural 
Funds Regulation

Own Regulation

(internal borders)
11 11 

- then -  
15

15 
- then -  

25

27 
- then -  

28

28

Commitment budget 
(in current prices)

ECU 1.1 bn ECU 3.8 bn

Indicator Unit Target

Number of enterprises participating 
in cross-border, transnational and 
interregional research projects

Enterprises 6 900

Number of participants in projects 
promoting gender equality, 
equal opportunities and social 
inclusion across borders

Persons 9 900

Number of participants in joint local 
employment initiatives and joint training

Persons 53 000

Number of participants in cross-
border mobility initiatives

Persons 240 000

Number of participants in joint 
education and training schemes to 
support youth employment, educational 
opportunities and higher and 
vocational education across borders

Persons 53 000

Number of research institutions 
participating in cross-border, 
transnational and interregional 
research projects

Organisations 1 400
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-
eration programme is concentrated on a maximum 
of four thematic objectives of the 11 set out in the 
ERDF regulations.

The amounts allocated to Interreg are relatively 
small. The cross-border programmes, which ac-
count for the bulk of funding, amounted to only 

covered in the 2007–2013 period. The pro-
grammes, therefore, have to be highly strategic 
and focused.

By the end of 2013, these programmes had 
funded over 6 800 projects in policy areas at the 
core of the Lisbon, and later, Europe 2020 strat-
egy. They included the creation and expansion of 
economic clusters, the establishment of centres 
of excellence, higher education and training, co-
operation networks between research centres and 
cross-border advisory services for enterprises and 
business start-ups. The 1 300 or so environmental 
projects involved the joint management of natural 
resources, including sea and river basins, coopera-
tive action to combat natural risks, to respond to 
climate change and to preserve biodiversity and 
pilot initiatives to develop renewable energy.

development of support for SMEs for image anal-
ysis and optical measurement process control in 
the mining industry and cross-border research and 
business cooperation for the development of new 

-
ogy and a new generation of wind-assisted motor 
boats. 

Although the indicators available are limited and 
incomplete, they show that around 3 500 jobs 
were directly created as a result of the projects 
undertaken, 487 km of roads were improved and 
over 500 000 people participated in joint educa-
tion or training activities. 

In the case of the transnational programmes, the 
indicators show that 2 207 jobs were created 
and 260 transnational projects in RTD and in-
novation, accessibility, risk prevention and water 

management were carried out. Most of the pro-
jects involved tackling common problems through 
collaboration, joint research or exchange of experi-
ence. The most frequent outcomes were the es-
tablishment of networks or partnerships between 
SMEs and research centres, the joint management 
of natural resources and joint action for environ-
mental protection. A major aspect was the creation 
of critical mass, i.e. assembling funding on a suf-

problems, to set up RTD networks and to create 
common services (such as in the case of transport 
in the North-West Region).

In the case of the interregional cooperation pro-
gramme, the aim of which was to improve the ef-
fectiveness of regional policies through cooperation 
and exchanges between regions, the programme 
succeeded in setting up a framework in which local 
and regional authorities from across the EU could 
share experience and examples of good practice 

the evaluation found little evidence of knowledge 
or experience being disseminated outside of the 
regions involved in the projects and outside of 
Interreg more generally.

Beyond the outputs and results described above, 

terms of alleviating barriers to cooperation (main-
ly cultural and physical barriers) and increasing 
social integration. 

Transnational cooperation under the ESF has 
helped to make employment and social policies 

-
mentation of reforms, by facilitating the exchange 
of experience and good practice. For 2014–2020, 
Transnational Cooperation has been extended 
through the establishment of Thematic Networks18 
that bring together representatives from the bod-
ies managing the ESF Operational Programmes, 
policy experts, academics, social partners and civil 
society organisations in order to share examples 
of good practice and innovation, as well as to co-
ordinate the launch of calls for projects.

18 Employment, Inclusion, Social economy, Youth employment, 
Learning and skills, Migration, Governance, Partnership and 
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