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EU Economic Recovery Plan 
Impact on Cohesion Policy and Other Proposals
1. Introduction

This briefing note provides a overview of the European Economic Recovery Plan, a comprehensive package of measures launched by the Commission to boost demand and restore confidence in European economies in the framework of the Lisbon Strategy for Growth and Jobs. Published by the European Commission on 26th November, the plan is based on two key pillars: i) a set of incentives to boost demand and save jobs in the short term and ii) a package of measures and reforms to ensure that the EU economy will be able to fully recover from this crisis and face long-term challenges. 
2. The European Recovery Plan - Brief overview

A. Measures to boost demand and restore confidence
The aim of the Commission is to propose a budgetary stimulus to boost demand, save jobs and help restore confidence in the EU area. The Commission is proposing to devote a budgetary impulse of €200 billion: €170 billion from Member States sources (around 1.2% of EU GDP) and €30 billion from the EU budget (0.3% of EU GDP). The budgetary stimulus will be developed on the following principles:

· Timely, temporary, targeted and co-ordinated;
· a mix revenue and expenditure instruments;
· the measures should conducted within the Stability and Growth Pact and
· should be accompanied by structural reforms that support demand and promote resilience.
B. “Smart Investments” for ensuring full recover 
The EU Recovery Plan lists a set of measures and targeted investments aimed at ensuring that the EU economy will face successfully long-term challenges, and be able to remain competitive. The Recovery Plan will reinforce and accelerate the reforms planned under the Lisbon Strategy.  For this purpose, the EU Recovery Plan lists 10 actions that will be undertaken under the four priority areas (people, business, infrastructure and energy, research and innovation) of the Lisbon Strategy: 
	PEOPLE

1. Launch a major European employment support initiative
2. Create demand for labour
	BUSINESS

3. Enhance access to financing for business:
4. Reduce administrative burdens and promote entrepreneurship 



	INFRASTRUCTURE AND ENERGY

5. Step up investments to modernise Europe’s infrastructure

6. Improve energy efficiency in buildings

7. Promote the rapid take-up of green products
	RESEARCH AND INNOVATION

8. Increase investment in R&D, Innovation and Education

9. Developing clean technologies for cars and construction 

10. High-speed Internet for all 




More information on the measures proposed under each action is available in the annex 1 section of this briefing. On 28 January 2009, the Commission has issued individual reports for each Member State including recommendations for reaching the objectives set in this Recovery Plan. 
3. Impact of the EU Recovery package on Cohesion Policy
The EU recovery package will have a direct influence in several cohesion policy areas. In particular, the EU Recovery Plan calls for an acceleration of payments to Member States for facilitating access to Structural Funds, with the aim of speeding up the implementation of projects on the ground. 

· Additional Advanced Payments

The Commission is proposing to modify the general regulations on the European Regional Development Fund (ERDF), the European Social Fund (ESF) and the Cohesion Fund to allow additional advance payments. For the Structural Funds, the Commission is proposing that the EU-15 will receive additional 2.5% of funding (around €3.8 billion) in 2009. EU Cross-border Co-operation programmes will also receive additional 2% of advances in 2009, amounting to €160 million. The new 2009 advanced payment will be paid as soon as the regulation is adopted, normally within 30 days following the adoption of the regulation. 

	Commission pre-financing in 2009
	Advances in 2009 before the Recovery Plan, in billion € (in % of total allocation)
	Advances in 2009 added by the Recovery Plan, in billion € (in % of total allocation)
	Total advances in 2009 in billion € 

	Structural Funds
	 
	 
	 

	EU- 15
	0
	3.80 (2.5%)
	3.80

	EU-12
	2.29 (2%)
	2.29 (2%)
	 4.58

	EU Cross-Border Cooperation
	0.08 (2%)
	0.16 (2%)
	0.24

	Cohesion Fund
	 
	 
	 

	EU-15 
(3 countries)
	0.26 (2.5%)
	0
	 0.26

	EU-12
	2.37 (4%)
	0
	 2.37

	Total
	5.0
	6.25  
	11.25


· Other measures within Cohesion Policy proposed by the Commission 
The Commission has also proposed further modifications in the legislation with the aim of accelerating the implementation on the ground, through the following measures:
· Accelerate implementation of major projects by accepting payment claims before a project has been formally approved by the Commission;

· Simplify eligibility rules to allow flat-rate reimbursements for certain overheads (shared cleaning and security services in business parks);

· Simplify the treatment of advances paid to beneficiaries in the form of state aids.
	· The legislative changes proposed by the Commission have been approved by the Council and by the European Parliament (EP) at the 2 April 2009 EP plenary session.  


· Additional funding opportunities

Revamp of JASPERS

The European Commission, together with EIB and EBRD have set up JASPERS, a joint initiative aimed at supporting Member States and regions in the preparation for major projects (where total costs exceed €25 million for project on environment and €50 million for other kind of projects). The Commission will reinforce the operational capability of JASPERS and extend the accessibility to its services.  
New Opportunities under JEREMIE

The Commission is also inviting Member States to explore possible revisions in priorities and objectives of cohesion investments with a view to accelerate the spending in the areas with more growth potential, such as energy efficiency measures, and strengthening the support for SMEs. Therefore the Commission will work closely what the EIG for accelerating and expand the existing funding provisions for SMEs, under the JEREMIE initiative. The Commission, together with the EIF and EIB will also launch early next year two specific networking platforms for establishing a forum for exchange of information, guidance and good practice.
4. Relevant Developments following the launch of the EU Recovery Plan  
· December 2008 European Council 

The EU Heads of State and Government Summit, which took place on 11-12 December 2008, have approved the general outline of the EU Recovery Plan. However, Member States did not fully endorse some specific actions of the Plan, and particularly the Commission’s proposal to spend €5 billion on energy grid interconnections between Member States, increased broadband access for rural and remote areas and carbon capture and storage projects. These measures were opposed by several Member States, including the UK and Germany. Following this development, the Commission has come forward with a revised list of specific projects to receive funding. 
· March 2009 European Council

Prior to the March 2009 EU Council the Commission presented a report assessing the progress made so far in the implementation of the EU Recovery Plan. However a full report on the impact of the plan is expected to be ready at the June 2009 EU Summit. During the June meeting the Member States will also discuss whether it will be necessary to put forward additional measures to tackle the economic crisis. At the March Summit, together with the adoption of several measures in support of the international banking and financial sectors, EU Member States reached an agreement on the Commission proposals for a "stimulus plan" of €5 bn.
Agreement on an EU Stimulus Plan
The plan approved by Member States is based on a Commission proposal to use €5 bn of unspent money from the EU budget in key projects on energy, broadband internet and initiatives addressing the new challenges identified by the Common Agricultural Policy (CAP) Health Check process. Member States reached a compromise on the Commission “stimulus plan”, agreeing that the funds shall be utilised under on the following key conditions:

· All funding shall be spent in 2009 and 2010;

· Only project that are already at an advance stage, and for which there is no conceivable alternative of financing, will be eligible for funding. 

· Any funding that remains unspent will have to be given back to the Member States. 
	EU Stimulus Plan- Measures agreed by the Council

	· Energy 
€3.980 bn will be available for energy infrastructure projects across the EU. The following projects are expected to take place in the UK:

1) Electricity interconnectors:
· North Sea area -Interconnection Republic of Ireland – Wales - €110 million. 
2) Offshore Wind Projects:
· North Sea grid - Modular development of offshore grid, demonstration of virtual offshore power plants and integration in the existing onshore grid systems (€165 million will be available for projects in the UK and in 7 other Member States).
· Aberdeen offshore wind farm - €40 million.

3) Carbon Capture and Storage Projects in Kingsnorth, Longannet, Tilbury and Hatfield (Yorkshire) - €180 million.


	· Internet Broadband and initiatives in support of the agricultural sector: 

€1.020 bn will be available under the Rural Development Programme for internet broadband projects and for tackling emerging issues such as climate change, water management and restructuring of the dairy sector. 


	· The plan agreed by the Council will need to be approved by the European Parliament (EP), before the EP elections in June 2009. It remains unclear whether the proposal will be approved or amended by the EP, as several MEPs have already expressed criticism on the plan.


·  Recent proposals from the Commission 
Following the publication of the EU Recovery Plan, the Commission has put forward several measures:
	· A proposal for allowing ERDF funding to support energy efficiency and renewable energy investments in low incomes households. Current legislation on the Structural Funds gives to Member States only a limited right to use support from the European Regional Development Fund (ERDF) for housing.

· A report on the implementation and future priorities of the Community Lisbon Programme;

· A proposal to revise the European Globalisation Adjustment Fund – widening its eligibility criteria and increasing its co-financing rate, in order to facilitate access to this funding instrument during this period of economic crisis (see annex 3 for more information on this proposal).
· The 'New Skills for New Jobs' strategy – for addressing skills and EU labour market needs up to 2020;

·  Commission Communication “the Contribution of Cohesion policy to the EU recovery programme” (see annex 2 for more information on this document). 

· A proposals setting out key priorities (on the short and long term) for promoting cooperation in education and training across the EU.

· A progress report document, following the Single Market Review of November 2007. This document includes a series of measures, either already taken or in the pipeline, fully in line with the European Recovery Plan. 
· A package of temporary State aid measures for facilitating Member States in providing funding for companies in financial difficulties. 
· A proposal for investing €5bn of unspent money from the EU budget in energy projects, internet broadband in rural areas and funding for rural areas to tackle emerging issues such as climate change, water management and restructuring of the dairy sector for the period 2009-10.
· Commission Communication for the Spring European Council “Driving European recovery”- outlining future proposals for reforming the financial and banking sectors, providing a summary of the initiatives currently put forward by Member States for tackling the economic crisis as well as outlining the first results of the European Economic Recovery Plan.  


On 28 January 2009, the Commission adopted a Communication on the Implementation of the Lisbon Strategy Reform in the context of the European Economic Recovery Plan. The Communication translates the principles of the Recovery Plan into specific policy advice for each Member State and calls for the swift implementation of the recommendations to address the economic crisis. 
The Commission stated that the UK National Reform Programme is an overall good response to the UK country-specific recommendations, endorsed by the 2008 Spring Council. However, since the economic crisis, the UK economy has slowed significantly and the impact of many of the measures taken may take a longer time to have a positive impact on growth and jobs. In this context, the Commission is making two specific recommendations to the UK in 2009.

For more information on this, please refer to the specific briefing note on latest developments of the Lisbon Strategy available from the SWUKBO website (members’ section) or upon request to Emily Palmer (epalmer@southwestuk.be or +32 2 7377091)
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	Priority Areas-Actions
	Proposals in Recovery Plan
	Actions taken so far 

	PEOPLE
	
	

	· 1.Launch a major European employment support initiative
	· Simplifying criteria for ESF support and step up advance payments of up to €1.8bn from early 2009; 

· Revising the rules of the European Globalisation Adjustment Fund 

	Commission: 

· Launch of the New Skills for New Jobs initiative;

· Proposal for revising the EGF (see annex 3 for more information).

Council:

· A Political agreement on simplifying the ESF was reached.
· It remains unclear whether a compromise will      be reached on the Commission proposal for a revision of the EGF. Member States are currently trying to reach an agreement before the EP elections in June 2009.  
· EP:
·  The EMPL Committee has adopted the measures proposed for simplifying the ESF regulation. It is expected that the report will be adopted on 2 April at the EP plenary session. 
· Discussion is currently ongoing on the revision of the EGF. Adoption of the report is expected to take place during the 5 May EP plenary session.

	2.Create demand for labour

	· Member States to consider reducing employers’ social charges on lower incomes; 

· Reducing VAT rates for labour-intensive services. 
	Council: 

· On 10 March 2009 EU finance ministers have agreed to apply lower VAT rates on labour intensive and local services such as renovation and repairing of buildings and restaurant services.



	BUSINESS
	
	

	3.Enhance access to financing for business
	· The European Investments Bank (EIB) has put together a package of €30bn for loans to SMEs (with an increase of €10 billion over its usual lending in this sector);

· EIB will reinforce by €1bn a year its lending to mid-sized corporations;

· Commission will put in place a simplification package to speed up its State Aid decision making.
	Commission: 

· Adoption of a State aid temporary framework   for facilitating Member States in providing funding for companies in financial difficulties. So far three temporary schemes for the UK have been approved by the Commission, following the adoption of the EU temporary framework.

	4.Reduce administrative burdens and promote entrepreneurship 


	· Ensuring a simple system for business start-ups; 

· Remove the requirement on micro-enterprises to prepare annual accounts; 

· Accelerating the adoption of the European private company statute proposal; 

· Ensuring that public authorities pay invoices within one month; reducing the fees for patent applications.
	Commission:

· Proposal for an ambitious revision of the VAT Directive to remove the barriers to electronic invoicing. 
· Faster Public procurement procedures - Use for the period 2009 and 2010 of accelerated procedures in the public procurement directives, in order to reduce from 87 to 30 days the length of the tendering process for the most commonly-used procedures for major public projects.

Council: 

· The December EU summit reached a political agreement on these set of actions, action will be taken at Member State level.

	INFRASTRUCTURE AND ENERGY
	
	

	5.Step up investments to modernise Europe’s infrastructure


	· In 2009 and 2010 an additional €5bn will be available for funding trans-European energy inter-connections and broadband infrastructure projects;

· The Commission proposes to accelerate the implementation of the Structural Funds (see section 3 of this briefing for additional information);

· Launch a €500 mln call for proposals for trans-European transport projects in 2009; 

· The EIB will increase its financing for climate change, energy security and infrastructure investments by up to €6bn per year. The European Bank for Reconstruction and Development (EBRD) will act on similar lines, doubling its budget for energy efficiency and climate change mitigation and for financing municipalities and other infrastructure services. 


	Commission:

· Communication “the Contribution of Cohesion policy to the EU recovery programme” (see annex 2 for more information on this document). 

· In January 2009 the Commission published a new proposal, planning to devote €3.5bn for energy projects, and €500 million for funding projects in rural areas on climate change, water management and restructuring of the dairy sector.
Council:

· Following the new proposal from the Commission, Member States reached an agreement at the March 2009 EU Summit. Over the next 2 years, around €3.9 bn to will be devoted to specific energy projects across the EU.
EP:

· It remains unclear at the moment whether the EP plenary will vote in favour of the stimulus plan. In particular, several MEPs have argued that too little resources are devoted for projects for new EU Member States.  

	6.Improve energy efficiency in buildings


	· Member States to set targets for high energy-efficiency standards for buildings (in the context of the recast of the energy performance of buildings Directive); 

· Member States are called to re-programme their Structural Funds Operational Programmes (OPs) for more investment on energy-efficiency measures (for this purpose, the Commission is proposing an amendment of the Structural Funds Regulations); 

· The Commission will work with the EIB and national development banks to create a 2020 fund for energy, Climate Change and infrastructure; 

· Member States and industry are called to develop innovative financing models.
	Commission:
· A proposal for allowing ERDF funding to support energy efficiency and renewable energy investments in low incomes households. Current legislation on the Structural Funds gives to Member States only a limited right to use support from the European Regional Development Fund (ERDF) for housing. 

Council:

· In the December EU Summit a political agreement on this action was reached. 

EP:
· The EP Regional Development Committee adopted a report supporting the use ERDF funding to co-fund national, regional and local schemes for energy efficiency and renewable energy schemes in housing. On 2 April the EP plenary session is expected to vote on this report.   

	RESEARCH AND INNOVATION
	
	

	7.Promote the rapid take-up of green products


	· Proposals for reducing VAT rates for green products and services, particularly for improving energy efficiency of buildings; 
· Member States are asked to implement environmental energy performance requirements.;

· The Commission will urgently draw up measures for supporting products that offer high potential for energy savings.
	Council:

· Member States are currently disagreeing on the possibility of lowering VAT rates for green products and services. Contrary to what was planned in the EU recovery plan, it does not appear realistic that the Commission will put forward a proposal for reducing VAT rates (originally expected in April 2009), as several Member States would veto this proposal.  


	8.Increase investment in R&D, Innovation and    Education


	· The Commission calls the Member States to increase investment in education and in private sector R&D investments. 
	Most of the measures proposed under this action will take place only at Member States level.

Commission:

· Proposal setting out key priorities (short term and long term) for promoting cooperation in education and training across the EU.

Council:

· An agreement on the Commission proposal is expected to be reached at the Education, Youth and Culture Council meeting in May 2009.

	9.Developing clean technologies for cars and construction 


	· The Commission will support innovation in manufacturing through three major Public Private Partnerships (PPPs): European green cars initiative, European energy-efficiency buildings initiative, factories of the Future initiative.
	Commission:
· Joint statement between Commission and industry to implement the research PPPs. The first steps will be the publication of coordinated calls for proposals under FP7 in July 2009 and further calls over the next four years. There are currently discussions between the Commission and the relevant Technology Platforms to move towards becoming Joint Technology Initiatives.

	10.High-speed Internet for all 


	· Commission and Member States will work together with stakeholders to develop a broadband strategy to accelerate the up-grading and extension of these networks, with the aim of reaching 100% coverage of high speed internet by 2010. The Commission intends to devote €1 billion to this priority in the period 2009/10


	Commission:

· Proposal from the Commission to invest €1bn through the European Agricultural Fund for Rural Development. 
· The Commission is organizing a conference, in Turin (Italy) on 2-3 April 2009, open to representatives from the Commission, national and regional authorities and other relevant stakeholders to discuss the EU investments in broadband under the EU recovery plan.

Council:
· At the EU summit of 19-20 March 2009 Member States reached an agreement on the Commission proposal, devoting around €1 for projects related to the CAP Health Check initiative and internet broadband. 

· EP:
· Negotiations are currently ongoing, and it remains unclear whether MEPs will vote in favour of the plan agreed by the Council.


Annex 2 – Commission communication on the Contribution of Cohesion policy to the EU recovery programme
The Communication provides an overview of the role that Cohesion policy is playing in the EU Recovery Plan. In particular, the document lists a series of recommendations for Member States and future actions to be implemented by the Commission in the area of cohesion policy under the 4 priority areas of the EU economic Recovery Plan (people, business, infrastructure and energy, research and innovation).
· The Communication illustrates how the legislative amendments of the ERDF, ESF and cohesion fund are based on the following principles: 
· Measure to improve cash flow of public authorities delivering national and regional programmes. These provisions include an additional tranche of pre-financing in 2009 and measures that could accelerate the reimbursement of expenditure incurred under major projects and within the framework of state aid schemes;
· Clarification of provisions with the aim of facilitating the launch of financial engineering instruments;
· Simplification for the use of flat rates and lump-sums costs to allow public authorities to more quickly prepare projects and measures; 
· Expand the possibilities for support to investments in energy efficiency improvements and renewable energy in housing in favour of low income households in the EU 27. 

· Regarding the use of structural funds, the Commission encourages Member States to:
· Mobilise the existing and proposed additional advance in 2009 to pre-finance priority intervention and jump start the 2007-2013 programme;
· Examine whether urgent programme modifications are needed to accelerate early delivery beyond the flexibilities already available;
· Use their national strategic reports - due by end-2009 - as an opportunity to report on the early results in delivering the new round of programmes. 
· The commission will work with Member States to examine:
· Possible early changes to the Operational Programmes (OP), with a view to address new needs, simplify delivery an speed up implementation of established priorities;
· Possible early changes to the OP for introducing financing for energy efficiency and renewable energy instruments;
· The Commission will examine requests for short extensions of the closure deadline for the 2000-2006 programmes for allowing the maximum use of commitments already made and to relieve difficulties arising from raising capital in late 2008. 
	Cohesion policy and EU Recovery Plan- key recommendations and future actions 

	· PEOPLE
Key recommendations from the Commission to Member States:

i) Invest in relevant flexicurity components;
ii) Refocus, if needed, ESF programmes for the groups most affected by the crisis;

iii) Maintain investments in increasing the quality of education and raise of overall skills levels;

iv) Use Cohesion policy to improve the mechanism of anticipation and matching of skills.
	· BUSINESS
Key recommendations from the Commission to Member States:

i)Secure investments in the long term competitiveness of enterprises (particularly SMEs)

ii) Reinforce support to those who lose their jobs;
iii)Quickly increase use of JEREMIE and accelerate its implementation;

iv) Improve the national environments to allow the development of micro-credit initiative.
Future actions from the Commission:

-Increase the availability of financial and technical assistance to help develop access to finance instruments

-Amendments (already proposed) for facilitating the setting up of JEREMIE type instrument.

	· INFRASTRUCTURE AND ENERGY

Key recommendations from the Commission to Member States:

i) Make full use of the JASPERS to prepare strategic infrastructures and make the best use of Cohesion Policy assistance in favour of major projects.

ii) Take full advantage of the possibilities offered by JESSICA in relation to integrated urban development funding.
iii) Take advantage of the synergies in the development of different infrastructures and between the various sources of Community financing (Cohesion Policy, TEN-T, TEN-E, Seventh Research & Technological Development Framework Programme, Competitiveness & Innovation Framework Programme and EIB and EBRD.

Future actions from the Commission:

i) Propose to increase JASPERS capacity by 25% from 2009;
ii) Amend the ERDF  (already proposed) to allow for support for energy efficiency and renewable energies in housing for low income households;
iii) Amend regulatory provisions to improve the environment of in-kind national financing of JESSICA instruments.
	· RESEARCH AND INNOVATION

The Commission calls Member States to support, through their Cohesion Policy programme, investments in R&D and exploit the full synergies between the various sources of Community, public and private funding for research and innovation activities.




Annex 3 – Revision of the European Globalisation Adjustment Fund 

The European Globalisation Adjustment Fund (EGF) has been established with the aim of financing training and mobility projects for workers made redundant due to changing global trade patterns. Whilst the budget of the EGF is approximately €500 million per year for the period 2007-13, so far a very limited amount of funding has been used for financing a total of 17 projects in 9 EU Member States (not yet in the UK).  
· Proposal to modify the EGF
As part of the EU recovery plan the Commission has published a proposal to revise the eligibility rules of the EGF, with the aim of facilitating access to this funding programme in this period of economic crisis. Under the proposed changes not only projects for workers made redundant due to changes in international trade trends will be eligible for funding, but as well initiatives involving unemployed workers who lost their jobs due to the current crisis. Together with this change, the Commission proposes three key modifications to the EGF regulation:
· The minimum threshold for eligible projects will be lowered from 1000 to 500 redundant workers;

· EU co-financing rate will be increased from 50% to 75%;
· The maximum duration of EGF funded projects will be increased to 2 years (currently is 1).

· State of the negotiations

At the moment it remains unclear whether at Council level an agreement will be reached on the Commission proposal, as several Member States fear that by lowering the eligibility criteria the funding available under this programme will be spent too rapidly. Negotiations are currently ongoing for ensuring that a compromise will be reached over the next weeks, so that the EP will be able to vote on the agreement before the EP elections in June 2009. 
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2009 Recommendations to the UK National Reform Programme for Lisbon


1. To ensure a sustainable fiscal position in the medium-term, including through fiscal consolidation measures geared towards enhancing the quality of the public finances;


2. To continue to implement plans to substantially improve skill levels and establish an integrated approach to employment and skills, in order to raise productivity and increase opportunities for the disadvantaged.
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