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Summary

It is essential that cohesion policy remains European. The current division of tasks between the European Commission and the Member States should be continued. In order to improve the efficiency of the policy and fully follow the line opened by the concept of “territorial cohesion”, the AER recommends the full adoption of a place-based approach, the creation of tripartite agreements for voluntary regions and of a Council of Ministers for Cohesion policy, as suggested in the Barca report.

EU regional policy’s first goal is economic, social and territorial cohesion. That means giving all European citizens equal opportunities wherever they live in Europe. Beyond this main goal, cohesion policy should be given clearly identified objectives as well as priorities in line with the main challenges coming ahead. The challenges include climate change, the economic crisis, demographic change, and migration. 

Even if the economic crisis may be behind Europe when the new cohesion policy will start, it should be seriously taken into account in the priorities for the new programming period:

If the present situation can encourage European regions to diversify their economies towards new growing sectors, reinforce their economic and financial structures and institutions and learn how to foresee future possible economic downturns, they will come out of the crisis even stronger than before. Yet, they need support in this context and these initiatives have to be supported by ERDF and ESF.

Up to now, it has been assumed that improving economic efficiency would automatically trigger a reduction of inequalities. AER considers that it is not always the case and pleads for a social agenda and a Gothenburg earmarking procedure. The catalogue of eligible fields should be extended so that Regions, which know best their needs and potentials, can develop territorial cooperation projects on issues relevant to their development. 

Cohesion policy should not be concentrated on poorest regions only. Even in the wealthiest territories, social and environmental difficulties are salient. In all Regions, targeted and innovative programmes dedicated to specific difficulties can show citizens that Europe is not only deregulating the market but that it can also improve their daily lives. If all Regions should benefit from EU funding, with varying levels of intensity, new indicators - apart from GDP - should be defined in order to allow for a more subtle definition of eligible regions, level of funding and policy evaluation.

Concerning the rules and procedures, AER recommends to re-emphasise the additionality and conditionality principles. The regulations and implementation guidelines governing the use of EU funds shall be adopted, finalised and be made available before the start of the programmes and shall not be substantially changed in the course of the period. Evaluation should focus more on impact assessment, before the start and after the end of a project. AER strongly recommends a more flexible application of the de-commitment (N+2) rule or a change in the way it is implemented.

AER suggests the creation of a European network for cohesion policy, where stakeholders could share outcomes of programmes and projects, ideas of reform, problems of implementation… All cohesion policy actors should be represented in this network, via the different interregional organisations, along with representatives from all EU institutions and national Ministries. 

Coordination must be improved between cohesion policy and other policies involved with territorial development, at all governance levels. Synergies should be enhanced between CAP and Cohesion policy and the European Social Fund should be regionalised and work with similar rules to ERDF.
Stronger priority should be given to territorial cooperation after 2013. More than a budget issue, improving territorial cooperation is about ensuring the appropriate institutional support and reducing obstacles, especially at Member State level. AER makes 9 proposals to improve the framework of territorial cooperation within cohesion policy.

Foreword

In this paper, the Assembly of European Regions unfolds its official position on what cohesion policy should look like in the future. It is based on the several declarations adopted since 2007 and on the reflection work carried out by the AER Task Force on cohesion policy, chaired by Thomas Andersson, County Councillor in Jämtland (S), in particular the AER study on cohesion policy 2013+, published in January 2008.

All positions, survey results, the AER study, AER definition of territorial cohesion and answer to the EC Green paper etc. are available under:

http://www.aer.eu/main-issues/cohesion-regional-policy.html
Introduction

The Assembly of European Regions is the largest interregional organisation in Europe. It was the first organisation mentioning and defining territorial cohesion, no later than in 1995 and has always claimed that regions were best placed to assess their territorial strengths, weaknesses and needs, and therefore to implement territorial development strategies.

Even though the current programming period only started in 2007, AER is convinced that the reflection on cohesion policy is an ongoing challenge that requires our full attention independently from the European political agenda. That is why, no later than in 2007, AER carried out a survey among its members on the implementation of the current rules for cohesion policy and published in January 2008 a study entitled “AER study on cohesion policy 2013+”.

Today, at a time when the economic crisis is threatening the social balance of many countries and climate change is forcing European and world leaders and populations to re-think their development patterns, cohesion policy must remain the European Union’s main asset to ensure economic and social cohesion in all territories.

The paper below is a set of recommendations that the two past years have allowed our task force to discuss about and agree upon, and will be the basis of any AER future communication on cohesion policy.

A European Union Regional Policy defined and implemented in full partnership with European Regions

It is essential that this policy remains a European one, with no re-nationalisation of any kind. The current division of tasks between the European Commission and the Member States should be continued, with a strong role of the European Union if the cohesion and subsidiarity principles are to be fully respected in the future. Nevertheless, in order to improve the efficiency of the policy and to fully follow the line opened by the concept of “territorial cohesion”, 

AER makes the following proposals:

1. Full adoption of a place-based approach

That is what AER has recommended since cohesion policy really started in 1988. As for territorial cohesion, making the word known and using it in official papers is not enough. AER has been asking for it for 20 years now but cohesion policy is still very often decided and implemented in a top-down manner, with the idea that the State knows better and can better manage the programmes. Countries where regionalisation is a ground reality and where structural funds are being managed by regional authorities have shown that it is not necessarily true. Member States have to trust their regions, which are best placed to achieve the territorial cohesion objective, because they have the knowledge of local strengths, weaknesses and needs. 

2. Tripartite agreements

Voluntary regions should be able to enter into a three-party agreement/contract with their Member State and the European Union. This would allow Regions to be associated to the programme at the earliest stage and could be a way to increase political responsibility and ownership at their level. At EU and national level, it would bring a valuable expertise on the needs and implementation capacities on the ground. This contract would set up the objectives, priorities and measures of the Operational Programmes, as well as the institutional framework for their implementation. It would also define evaluation criteria and assessment procedures. Even when the regions do not feel strong enough to take part in such agreements, the principle of subsidiarity requires to give democratically-elected politicians a say in EU funds allocation and management. Regions should therefore have a better influence at least on the definition of the institutional arrangements set up to implement cohesion policy in their country.
3. A Council for Cohesion policy

As proposed in the Barca report, AER takes on board this idea, underlining that this council should be constituted of Ministers in charge of regional development within their government, and not only finance ministers. Creating such a council would give better coherence and visibility to cohesion policy, which is what it lacked most in the past years. The structure and policy objectives should be designed and decided before or in parallel to the negotiations on the budget. Creating a Council for Cohesion policy would allow for a better timing in the various decisions relating to cohesion policy: objectives and priorities could then be defined before the finances, which is likely to enhance the efficiency of the measures taken.

An agreed overall goal, clearly identified objectives and priorities in line with the main challenges coming ahead

An overall goal
EU regional policy’s first goal is economic, social and territorial cohesion, that is to give all European citizens equal opportunities wherever they live in Europe. 

Clearly identified objectives

It involves:

· First of all, an objective of convergence in lagging-behind regions, via the usual financial support. 

· Secondly, it should support all European Regions to make the best out of territorial potentials and reduce weaknesses, mainly by reducing social inequalities, improving their innovation and growth potential and developing a greener economy.

· Thirdly, it reduces territorial deficiencies due to national barriers and creates a feeling of common belonging among European citizens, thanks to territorial cooperation.
Priorities in line with the main challenges coming ahead

The challenges include climate change, the economic crisis, demographic change, and migration. Social inequalities, unemployment, low growth rates, environmental degradation etc. are direct consequences of these challenges. That is why these challenges have to be taken into account in the definition of the priorities; these are the situations that regions already face and will have to deal with in the next decade to remain or become prosperous, competitive and socially attractive.

Up to now, it has been assumed that improving economic efficiency would automatically trigger a reduction of inequalities. 

AER considers that it is not always the case and pleads for:

1. A social agenda that would, as it is already the case for Lisbon, constitute a leading priority of cohesion policy, with earmarking and conditionality principles.

2. A Gothenburg earmarking procedure similar to Lisbon’s. Indeed, in the context of climate change and more general environmental concerns, it seems fair to consider Gothenburg as a similar pre-requisite for regional development.
3. Maintaining the current earmarking to ensure that EU regional policy contribute to the future European strategy for growth and jobs.

4. An extension of the catalogue of eligible fields, so that Regions, which know best their needs and potentials, can develop territorial cooperation projects on issues relevant to their development. In particular, key priorities linked to all three aspects of sustainable development, economic, social and environmental, should be eligible for support under future EU regional policy. This is the case in particular for human capital, eco-innovation, demographic change, climate change, migration, transport, but also education, health and social systems.

A policy for all Europeans

Cohesion policy should not concentrate on poorest regions only, for the following reasons: 

· Even though the solidarity dimension is extremely important, the need to develop a common sense of belonging among European citizens is not less crucial.

· Social and territorial inequalities are not necessarily related to GDP and need to be tackled everywhere in Europe.

· The main objective of cohesion policy is territorial cohesion, that is to make the best out of a given potential. Therefore, all regions potentially need support to improve their potential, on the condition that there is a European interest in co-financing it. (Innovative project, cross-border added-value, exemplary value, contribution to overall territorial cohesion…)

In this context, AER recommends the following:
1. Convergence objective: It is extremely important that any decision be taken with future enlargements in mind, in terms of budget but also in terms of priorities and rules. It would be a serious problem to be obliged to revise the rules and budget in the middle of a programming period because of one or several countries joining the EU. If there is no certainty about future enlargements when the decisions concerning the next period are made, different scenarios should then be foreseen and agreed on in advance.

2. The concept of transition is no longer relevant: key objectives have to be identified in all regions and on the basis of their territorial capital, it should be seen where the best value for money lies, where are the most innovative projects, where Europe can really fill the gap.

3. Wealthiest regions: Even in the wealthiest regions and cities, poverty rates are often high, environmental challenges are massive, migration and demographic change pose challenges that need to be taken up. In these regions, other types of funding than just subsidies can be foreseen (low-rate loans, micro-credit, peer reviews).

4. In all Regions, targeted and innovative programmes dedicated to specific difficulties can:

· Show citizens in richer regions that Europe can be useful to them too and that they are not only distributing their money to newly arrived poor countries.

· Convince all citizens that Europe is not only deregulating the market but that it can also improve their daily lives.

· Act as good examples in regions that are less advanced and do not yet experience the same difficulties as the most-advanced, which might come later…

5. Specific geographical features: Regions with specific geographical features are one category among others that need particular support to increase their attractiveness, access to main services and goods and trigger a competitive advantage from their own potential. It is not about assistance, neither about being confined in a “poor region-that-will-always-get-EU-support” category. It is about taking into account all territories’ specificities when designing territorial development strategies and granting the appropriate support instruments and amounts of money on a case-by-case basis. 

6. Considering that all Regions should benefit from EU funding, with varying levels of intensity and to this end, new indicators, apart from GDP, should be defined in order to allow for a more subtle definition of eligible regions, the level of funding and policy evaluation.

Economic crisis

With reference to the survey carried out by AER in order to better know how European regions react to the economic crisis and what kind of answer they propose, here are the following measures undertaken by European Regions:

· Public investment, in particular in the “Green economy”, based on innovation;

· Access to finance for SMEs in difficulty;

· Training and improvement of skilled labour.

By supporting entrepreneurship and SMEs and boosting their innovation capacities, regional authorities contribute to turning the crisis into an opportunity to strengthen regional economies and safeguard jobs. This will have to be taken into account in the next programming period of cohesion policy.
Even if the crisis may be behind Europe when the new cohesion policy will start, it should be seriously taken into account in the priorities for the new programming period:

· Indeed, whenever the crisis will be overcome, it is essential that all levels of governance and all economic actors take lessons from this crisis and learn for the future.

· This crisis will have a long-term impact: Europe cannot just continue as if nothing had happened. European and national leaders should pay careful attention to the experience of regional actors and the answers they have found to overcome the crisis, in particular when it comes to supporting SMEs.

· The social consequences of the present crisis are deep and broadly spread, with the level of unemployment rising everywhere in Europe.

· Cohesion policy should also help the weakest regions to set up sustainable financial and economic structures, better able than today to resist to crises.

· Regional economic actors should be trained to foresight exercises, which can help anticipating a downturn in a particular sector, hence speeding up the transition of a traditional sector towards growing activities, such as services or green industries. In this respect, the European Social Fund has a strong part to play, training European workers to these new branches of the economy. 

If the present situation can encourage European regions to diversify their economies towards new growing sectors, reinforce their economic and financial structures and institutions and learn how to foresee future possible economic downturns, they will come out of the crisis even stronger than before. Yet, they need support in this context and these initiatives have to be supported by ERDF and ESF.

Principles and rules

Concerning the main principles ruling cohesion policy, AER recommends the following:
1. The Additionality principle should be re-emphasised and better respected: EU money is distributed to support EU-added value initiatives with an objective of territorial cohesion. It cannot replace national funding and should always be in line with EU priorities and objectives. It should be contractual and a condition for the continuation of financial support.

2. The Conditionality principle: the principles and rules of cohesion policy shall be respected and the activity and financial reports should show positive outputs. When a project has not started as planned, is not giving the expected results or if environmental inconveniences can be identified, there could be a system of mid-term re-negotiation. Then, the money would go elsewhere in Europe, in a place where the leverage effect is proved and needs some more funding to be really efficient. This conditionality principle should however remain flexible enough to allow for adjustments in the case of extraordinary difficulties (such as the delayed public investments caused by an economic crisis) and should take into account the inconvenience cause to projects holders, when for instance, co-financing agreements are delayed or not respected.

3. Partnership principle: this principle has allowed for a better participation of regional authorities in the past and should continue to be implemented. There is still some margin for improvement, in particular in old EU member states where regional authorities are still not in charge of managing structural funds. In countries where experience has shown that Regions could act Managing authorities with success, the principle should be spread to all regions asking for it. In the other countries, experiences should be carried out in order to assess the capacities of regional authorities to hold such a responsibility. In newer member states, there is a strong need for technical assistance and training to allow regional authorities to improve their administrative capacities and staff. 

4. The Programming principle should not be questioned and remains the best way to effectively plan a long-term European strategy for regional development. Regarding the calls for proposals, AER suggests replacing punctual calls for projects by ongoing calls in territorial cooperation programmes. The projects could be sent to the EC at any time, which would avoid the uncertainty of EC calls and problems linked to short delays for preparation. It would increase the quality of the projects thanks to a better preparation. It would also solve problems linked to the N+2 rule. Ongoing calls are already possible in the framework of Operational Programmes but this option is rarely chosen. In this context too, ongoing calls should be encouraged when the types of programmes concerned allow for it.

Concerning the main procedures ruling cohesion policy, AER recommends the following:
1. Clear implementation modalities: the regulations and implementation guidelines governing the use of EU funds shall be adopted, finalised and made available before the programmes start and shall not be changed in the course of the period. Similarly, the Member States inform all partners on the various auditing authorities and methods before the start of the programming period.

2. Evaluation should focus more on impact assessment, before the start and after the end of a project. Precise evaluation criteria should be defined at the earliest stage of the programming phase, when the objectives and priorities are set in cooperation between EC, Member States and Regional authorities. 

3. Simplification: the European Commission and Member States should be aware that if the rules always change, the outcome could be less effective than expected. The adaptation period needed when new implementation rules are defined shall not be underestimated. Harmonising management and controlling procedures could however prove beneficial, on the condition that they not only apply at EC level, but also benefit to Regions. Reporting procedures, in particular, should be harmonised among programmes. Increased budget for technical assistance and smoother procedures in this respect should be envisaged.

4. Another measure to make application for funds easier and quicker is the development of ICT use for application forms (as already the case for FP7)

5. De-commitment (N+2) rule: this rule, although essential in order to ensure the efficiency of project management, has a number of negative effects. Beyond the administrative pressure it involves at the expense of content-related activities, this procedure tends to hinder the definition of innovative projects and favours projects that have a potential to rapidly absorb a large amount of funding. The solution suggested in the Barca report - implementing the N+2 rule over the entire country rather than at programme level - seems an interesting option. An experimentation period in one Member State could be foreseen before 2013 in order to assess the workability of the proposal. Furthermore, and whatever the system chosen in the future, this N+2 rule should be made more flexible, in particular in exceptional times such as the economic crisis Europe is now going through, where co-financing is often missing or delayed in projects that involve a strong public investment. 

6. Participants in the programmes: more flexibility should be considered for public/private partnerships and smaller entities (sub-regional entities).

A network on the pattern of the European Network for Rural Development could be set up, in order to share outcomes of programmes and projects, ideas of reform, problems of implementation… All cohesion policy actors should be represented in this network, via the different interregional organisations, along with representatives from all EU institutions and national Ministries. This European network for cohesion policy should be open enough to allow for discussion on all topics, whatever the level of governance represented. 

Coordination

Coordination must be improved between cohesion policy and other policies involved with territorial development, such as state aid, transport, employment and social policies, environment, enlargement… at all governance levels, not only at EU level, but also at national and regional level. Increased synergy between future EU regional policy and other community policies is necessary to ensure optimal investment and increase its efficiency.
In particular, AER recommends:

Synergies should be enhanced between CAP and Cohesion policy, in order to support a multifunctional development of rural areas. EU Rural Development Fund (EARDF) should therefore be integrated into cohesion policy, with its full budget, whilst enhanced coherence could be reached as early as the programming stage through common strategic plans.

The European Social Fund, in particular, should be regionalised and work with similar rules to ERDF to enable tailor-made approaches, which address the real problems faced by the regions, in key areas such as employment, human capital, poverty, housing… Enhanced coordination between DG Regio and DG Employment and Social Affairs would be highly beneficial to future cohesion policy. 

Territorial cooperation

Stronger priority should be given to territorial cooperation after 2013, in order to build on the large experience already acquired all over Europe and foster new partnerships, which encourage innovation and constant improvements in Regional administrations.

Territorial cooperation is at the root of cohesion policy for several reasons:

· It is the EU’s main tool to develop a feeling of common belonging and interlinked future, to make people from different countries and regions work together and make this become something normal and usual for future generations. This is a learning process where territorial cohesion plays a great part.

· The common market is about mobility throughout Europe, synergies of competences: this can only be achieved with programmes encouraging those regions that are not situated on borders to cooperate with each other, to convince them that they can improve their own results taking into account what is being done elsewhere. There can be no territorial cohesion if people do not work together on similar issues. 

· Territorial cooperation is THE mark of EU added value: it is the kind of work that Member States hardly support if EU is not behind them, pushing for it.

More than a budget issue, improving territorial cooperation is about ensuring the appropriate institutional support and reducing obstacles, especially at Member State level. 

AER recommends the following:

1. Programmes should be limited in priorities but not in terms of methodology: it would be much more productive to allow for a broader scope of activities and types of partnerships.

2. Dividing territorial cooperation in geographical categories makes sense, but working methodologies and possible outcomes should be the same. In particular, interregional cooperation projects (Interreg IVC) should have the possibility to put up the same kinds of activities as trans-national projects (Interreg IVB), when appropriate. Indeed, interregional cooperation should be given the possibility to go beyond the sole exchange of best practices: Pilot actions and concrete joint implementation activities should be made possible.
3. The importance of external borders is crucial in the framework of territorial cooperation, which should be better associated to the Union's neighbourhood policy to ensure the distribution of good practices beyond the boundaries of the Union. The participation of non EU-members in territorial cooperation projects should continue to be highly promoted. 

4. The “network policy”, developed in the context of Interreg IVC should be continuing with some caution. Structural funds should not be used to finance the creation of hundreds of isolated networks with generally limited visibility, overlapping objectives, no long-term planned concrete activities. The purpose of these networks should be specific, innovative and a long-term objective should be clearly stated.

5. A priority should be dedicated to daring and innovative projects. The former “Innovative Community Programmes” could be developed in a new shape
 with specific de-commitment rules and appropriate EU financial and administrative support.

6. Better promote the European Grouping for Territorial Cooperation, as a tool to ease cooperation. It is slowly starting to work out but it will take time to assess whether the tool is effective or not. A better evaluation can surely be made in the end of the present programming period. 

7. Increased consideration for health and social affairs as integral part of the Lisbon agenda and further development of sustainable urban-rural partnerships.

8. Territorial cooperation should be more open to private stakeholders; innovation cannot fully be promoted if private research centres and companies are being left out. Private stakeholders should be able to become full partners in territorial cooperation projects. Indeed, if they are not allowed to make money out of it, they should then at least be co-financed: otherwise, they have no reason to get involved in such projects. 

9. Similarly, it should be made easier for regions to take part in R&D projects (under follow-up programme to FP7), to ensure better use of available funds and synergy with cohesion policy. 

Macro-region strategy and action plan

Referring to the EC Communication on the EU Strategy for the Baltic Sea Region, what makes a macro-region is the sharing of common resources and a strong interdependency, regarding economy or environment for instance. The different territories within this macro-region need to share a common territorial potential, so that it is more efficient to deal with them in common that with a segmented national approach. It consists in an integrated approach, with interrelated issues such as transport, environment, energy, employment, marine policies etc. 

AER considers:

Even though macro-regions can become powerful tools to implement integrated strategies at territorial level and enhance cohesion all over the European territory, it raises a number of key governance issues:

1. In spite of the proclaimed territorial approach, the initiative seems to remain top-down and member-state-driven;

2. Warns against the creation of a new level of governance, with limited democratic legitimacy, at the expense of directly elected regional politicians;

3. Warns against creating new barriers and taking the risk of further isolating some peripheral areas.

4. If the role of regions in these macro-regions is merely consultative, there will be no improvement in the design and implementation of cohesion policy, as stipulated above in this paper.

As a conclusion, AER will carefully follow-up on this issue, to examine and assess if the new concept of macro-region can become an interesting tool for cohesion policy and bring genuine benefits to regions.

� The Barca report suggests creating a programme entitled “Innovative territorial actions”
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