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Abstract: Creating a common space of development and integration throughout
the territory of Europe has been one of the main goals during the evolution of the
European Communities. In this context, the continuous expansion of the European Union
and the process of deepening the European construction has conditioned the fair
development of all the regions. The aim of this paper is to examine the policy provisions
and the funding mechanisms in the issues relation to cohesion throughout the European
Union, by examining the role of regions and subsidiarity foundation of this instruments.

Keywords: Cohesion policy, European Union, European funds, subsidiarity, regions.

1. THE CONTEXT

The Cohesion Policy represents European Union's main investment tool,
aimed at supporting the creation of jobs, competitiveness among enterprises, economic
development, and improving the quality of life in the regions and cities across the
territory of the European Union.

The first references regarding actions meant to decrease the existing
development gaps between the different areas in the European space can be traced
back to the Treaty of Rome, where, in the 2™ and 34 Article, as well as in Article
130, it is stated that the main goal of the European Community is to “to promote
throughout the Community a harmonious development of economic activities, a
continuous and balanced expansion, an increase in stability, an accelerated raising
of the standard of living and closer relations between the States belonging to it”".
Furthermore, Article 3 (i) and (j) contain provisions referring to the creation of a
“European Social Fund in order to improve employment opportunities for workers
and to contribute to the raising of their standard of living”, and “the establishment
of a European Investment Bank to facilitate the economic expansion of the
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Community by opening up fresh resources™. Preoccupation towards workers’
employment opportunities and their life standards at European level is justified by
researches that show how work values change across Europe, moderated by both
structural and soft factors®, thus creating the context for a continuous evolution and
adaptation in terms of social policy.

2. THE PRINCIPLE OF SUBSIDIARITY

The principle that represents the basis on which the European Union exercises
its powers is that of the attribution of competences (the powers are conferred by the
Member States, based on the principles of subsidiarity and proportionality).
Considering political determinations, European integration was achieved through
complex mechanisms based on free movement. Common policies, harmonization
of legal systems, coordination of national policies, common funds and institutions
were considered in creating a unique construction that would unite the nations of
Europe in a common effort of progress and prosperity; from the very beginning, it
was meant to be an option opened to all states that shared the founders' ideals and
subscribed to community goals and principles.

As explained through the lenses of the European integration theory,
subsidiarity is regarded as a tool, meant to highlight the fact that the European
Communities and the European Union should only act, apart from their exclusive
competencies, only when the common solutions that are to be adopted at the
common, supranational level, are more effective than if they were to be undertaken
by each Member State or region. In this context, the integration process through the
European construction is not focused on creating a centralized supra-state or a
institutional entity situated above the sovereign state, but, in fact, a plurality of
countries, regions and cultures. Therefore, it can be argued that “the transfer of
sovereignty admitted by the Member States is, by itself, an expression of sovereignty
and does not express the loss of it. In other words, it is rather a common exert of
sovereignty at a community level™.

On the other hand, there are authors who explain subsidiarity as “a core
principle in network governance. The controversial discussion that followed its
introduction into Community law highlights the ensuing difficulties. Conceding
more autonomy to the Jocal level gives rise to provincialism and the exploitation of

the general interest™.
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However, we must acknowledge the fact that subsidiarity is a key element in
most of the attempts to explain the European integration process, as well as the
policy-making and policy-implementing processes, starting from the consideration
that the principle of subsidiarity is concerned with “minimizing the distance between

nations and decision-making levels in different types of policies™.

3. THE ROLE OF REGIONS WITHIN THE EUROPEAN UNION

The countries of the European Union have opted for a very different division of
their territories into administrative-territorial units. However, creating an institutional
structure of the size of the European Communities and, later on, European Union,
with such a wide range and sectorial policies generates the need to organize the
territory is ways that facilitate governing it. Considering this, the literature notes
that “in most states, now members of the European Union, we can talk about the
beginning of regional policies since the 50s - 60s when industrialization produces a
major economic growth, but also creates disparities between geographical regions
of the same country. The regional policy of that historical period was based mainly
on the intervention of the central power (national government) and the
redistribution of income from developed regions to the most disadvantaged one,
but also through major investments in the poorly developed regions™’.

In order to facilitate the management of financial programs and statistical
comparisons at European level, the so-called NUTS regions (the nomenclature of
territorial units for statistics) were defined. The current NUTS 2016 classification
is valid from 1 January 2018 and lists 104 regions at NUTS 1, 281 regions at
NUTS 2 and 1348 regions at NUTS 3 level®.

Within the frame of the cross-border cooperation, the expression Euroregions
is also used. They emerged in Europe after World War 11, at the initiative of local
political actors eager to promote common interests on both sides of the border.
Euroregions are associations without a clear legal status. They exist independently
of the European Union, but often participate in European projects of territorial
cooperation, being represented by the Association of European Border Regions.

However, regions (and later also municipalities) have been accepted as relevant
units of political action. At first their political recognition was limited to a particular
policy field, namely that of the implementation of the European Commissions’s
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structural policies. Today, the representation of territorial collective identities within
the individual member states has been accepted as a general principle, and is
institutionalised in the Committee of the Regions’. To sum up, creating the European
regions is not a process aimed at deposing the states of functional elements of
sovereignty, but rather an instrument aimed at facilitating the multi-level governance
of the European Union, because, as some authors note, “the main links of territory-
politics-society relationship gives to the state the power position in the international
system, even if parts of its sovereignty were transferred to European institutions

voluntarily, the goal being a stronger and more effective European building”'°.

4. EUROPEAN COHESION POLICY

The concept of public policy designates the interventions of an authority
invested with public power and governmental legitimacy on a specific field of
society or within a territory".

In the instrumental landscape of the European architecture, the Cohesion Policy
is the main investment policy of the European Union. While it is advantageous for all
the regions and cities in the EU and supports economic growth, it also aims at
supporting job creation, economic competitiveness, sustainable development and
environmental protection.

The context in which this policy was issued was defined by severe territorial
and demographic disparities in the European Community (now the European
Union), which could be obstacles to the integration and development of Europe.
The Treaty of Rome'? (1957) created solidarity mechanisms in the form of two
funds: the European Social Fund (ESF) and the European Agricultural Guidance
and Guarantee Fund (EAGGF, Guidance section). In 1975, regional issues were
introduced, together with the creation of the European Regional Development Fund
(ERDF). In 1994, the Cohesion Fund was also created.

Along with the Single European Act of 1986", economic and social cohesion
has become an area of competence of the European Community. In 2008, the
Lisbon Treaty introduced a third dimension of cohesion in the EU: territorial cohesion.
These three aspects of cohesion are supported by cohesion policy and structural
funds.
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The entire fifth Title of the Single European Act addresses the issues of
economic and social cohesion. Furthermore, economic and social cohesion, as
described in the Single European Act of 1986, refers to “reducing disparities
between different regions and lagging behind disadvantaged regions”'*. The most
recent EU treaty, namely the Lisbon Treaty, adds a new aspect to cohesion,
referring to “economic, social and territorial cohesion”.

In other words, cohesion policy should also promote a more balanced and
sustainable “territorial development” — a concept with a wider sphere than regional
policy, which is specifically linked to the ERDF, acting mainly at regional level.

According to Ian Bache, the cohesion policy of the European Union has both
social and economic aspects and focuses particularly on developing disadvantaged
regions in the context of market integration. The main financial instruments of
cohesion policy are the structural funds, which, as he regards, are governed by
“structural policy”, which differs in some respects from the policies for other
instruments of cohesion policy .

In addition to this, throughout the Cohesion Policy there are designed 11
objectives to be reached, contributing to the accomplishment of the Europe 2020
Strategy, a strategy aimed at intelligent, durable and inclusive education. These
objectives are listed as follows'®:

1. Strengthen research, technological development and innovation.

2. Improving access to information and communication technologies, as well
as improving their use and quality.

3. Increasing the competitiveness of SMEs.

4. Support the transition to a low carbon economy.

5. Promote adaptation to climate change, as well as risk prevention and
management.

6. Conservation and protection of the environment and promotion of resource
efficiency.

7. Promoting sustainable transport and improving network infrastructures.

8. Promote the sustainability and quality of jobs and support the mobility of
workers.

9. Promoting social inclusion, combating poverty and any form of discrimination.

10. Making investments in education, training and lifelong learning.

11. Improving the efficiency of public administration.

The funding provided through the Cohesion Policy are designed to become
the main investing instrument aimed at implementing the measures in the field of

'* Article 130a.
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employment, innovation, education, social inclusion and transition towards an
economy with low carbon dioxide emissions. Furthermore, the cohesion funds
offered by the European Union are created to support projects implemented in
various fields of action, thus contributing even more to the objectives set by the
Europe 2020 Strategy, in order to promote durable growth and favor inclusion.
Among these areas we regard as significant to be mentioned competition policy,
health, culture, tourism, and approaching the specific needs of certain regions.

Regarding the types of regions and communities that the European Union
targets most by using these specific measures, we can include: the ultraperiferic
regions of Europe, the Peace Program for Northern Ireland, the regions of the
candidate and potential candidate countries, the islands, the mountainous regions
and the less populated regions.

5. FINANCING INSTRUMENTS

The European Regional Development Fund

The European Regional Development Fund (ERDF) is one of the main
financial instruments of the European Cohesion Policy. The objective of the fund is
to contribute to reducing the differences between the levels of development of the
European regions and to contribute to the development of the disadvantaged regions,
which are considered to be left behind in terms of economic development. Particular
attention is paid to the regions affected by a serious and permanent natural or
demographic handicap, such as the most northern regions, characterized by a very
low population density, as well as the island, cross-border and mountain regions.

Articles 174-178 in the Treaty on the Functioning of the European Union'’
(The Treaty of Lisbon) address the economic, social and territorial cohesion.
Speciffically, article 176 states that “The European Regional Development Fund is
intended to help to redress the main regional imbalances in the Union through
participation in the development and structural adjustment of regions whose
development is lagging behind and in the conversion of declining industrial regions”.

Furthermore, Regulation (EU) No. 1301/2013 of the European Parliament
and of the Council of 17 December 2013 on the European Regional Development
Fund and on specific provisions concerning the Investment for growth and jobs
goal and repealing Regulation (EC) No. 1080/2006'® states that “it is necessary to
specify what additional activities can be supported by the ERDF under the

17 For details, see https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/
TXT&from=EN, accessed on July, 23", 2019.
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European territorial cooperation goal”"” and that “the ERDF should contribute to
the Union strategy for smart, sustainable and inclusive growth, thus ensuring
greater concentration of ERDF support on the priorities of the Union”?’.

The main objective of the European Regional Development Fund, as stated
above, is to contribute to correcting severe regional imbalances in the European
Union. This objective is achieved by granting aid for the development and
structural adjustment of the regions lagging behind, as well as for the conversion of
the industrial regions in decline.

Subsequently, the European Regional Development Fund has two main
objectives for the period 2014-2020, namely to encourage investment in growth
and jobs, in order to strengthen the labour market and regional economies, and to
enhance European territorial cooperation by strengthening cross-border, transnational
and interregional cooperation in the European Union.

The resources allocated for the first objective will be granted to the regions
that belong to three different categories: more developed regions, whose GDP per
capita exceeds 90% of the EU average, transition regions, whose GDP per capita is
between 75% and 90% of the EU average, and less developed regions, whose GDP
per capita is less than 75% of the EU average®'.

Furthermore, one of the main goals of the European Regional Development
Fund is to support and stimulate sustainable urban development. A share of at least
5% of the funds allocated by the ERDF for each Member State must be reserved
for integrated actions in favour of sustainable urban development, addressing the
economic, environmental, climate, demographic and social challenges affecting
urban areas.

The Cohesion fund

The Cohesion Fund, created in 1994, provides funding for projects in the
field of environment and trans-European networks, available for Member States
whose gross national income per capita is less than 90% of the EU average. Article
177 of the Treaty on the Functioning of the European Union states that “a Cohesion
Fund (...) in accordance with the same procedure shall provide a financial
contribution to projects in the fields of environment and trans-European networks
in the area of transport infrastructure”** will be set up, the same procedure meaning
that the European Parliament and the Council, acting by means of regulations in
accordance with the ordinary legislative procedure and consulting the Economic
and Social Committee and the Committee of the Regions, shall define the tasks,
priority objectives and the organisation of the fund.

" Ibidem, art. 4.

20 Ibidem, art. 5.

*! Ibidem, art. 4.
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The main objective of the Cohesion Fund is to strengthen the economic,
social and territorial cohesion of the European Union, in order to promote
sustainable development. For the 2014-2020 programming period, it provides
support for investments in environment, including in areas related to sustainable
development and sustainable energy that have environmental benefits, to create and
develop trans-European networks in the field of transport infrastructure (TEN-T),
and to provide technical assistance to all the concerned parties involved in
accessing and implementing projects funded by this financial mechanism.

Throughout the Cohesion Fund there is also offered financing in the context
of projects aiming at achieving the European Union's environmental objectives,
and intervention in areas related to sustainable development, such as energy
efficiency and energy from renewable sources, and with regard to the transport
sector outside the trans-European networks, rail transport, inland waterway transport,
maritime transport, intermodal transport systems and their interoperability, road,
maritime and air traffic management, green urban transport and public transport.

As of 2014, the Cohesion Fund supports, with an amount of 11.3 billion
Euro, European added value transport infrastructure projects under the new Europe
Interconnection Mechanism (MEI).

Regarding the countries that are eligible for this mechanism, the Cohesion
Fund is reserved for Member States whose gross national income (GNI) per capita
is less than 90% of the EU average. During the 2014-2020 programming period,
the Cohesion Fund provides funds for 15 Member States: Bulgaria, Croatia,
Cyprus, Czech Republic, Estonia, Greece, Hungary, Latvia, Lithuania, Malta,
Poland, Portugal, Romania, Slovakia and Slovenia.

The Solidarity Fund

The European Union Solidarity Fund provides financial support for a
Member State, an acceding country or a region in the event of a major natural
disaster. The legal ground for this financial instrument is provided by article 175
and article 212 (2) from the Treaty on the Functioning of the European Union®.
Furthermore, the first paragraph of Council Regulation (EC) No 2012/2002 of
11 November 2002 establishing the European Union Solidarity Fund notes that “in
the event of major disasters, the Community should show its solidarity with the
population of the regions concerned by providing financial assistance to contribute
to a rapid return to normal living conditions in the disaster-stricken regions. The
assistance should mainly be mobilised in case of natural disasters™*".

In other words, the European Union Solidarity Fund (EUSF) allows the
European Union to provide real aid to a Member State or an acceding country in its

2 gy
Ibidem.
* Council Regulation (EC) No 2012/2002 of 11 November 2002 establishing the European
Union Solidarity Fund, available online at https://eur-lex.europa.eu/legal-content/EN/ TXT/PDF/?uri=CELEX:
32002R2012&from=RO, accessed on July, 23'd, 2019.
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efforts to deal with the damage caused by a major natural disaster. The Fund
complements the public expenditure committed for emergency operations by the
Member States concerned and can mobilize up to 500 million Euro (at the price
level of 2011) annually from funds that do not come from the European Union budget.

As previously stated, the European Union Solidarity Fund was established by
Regulation (EC) no. 2012/2002 of the Council of 11 November 2002 with the aim
of coping with the consequences of the severe floods that affected Central Europe
in the summer of 2002. According to an evaluation issued by the European
Commission in May, 2015, on the implementation of the European Solidarity Fund,
the fund has granted aid in excess of 5 billion Euro for 24 European countries
following 80 disasters (floods, forest fires, earthquakes, storms, droughts, etc.)>.

The Solidarity Fund mainly intervenes in the event of major natural disasters
with serious repercussions on the living conditions, the natural environment or the
economy of one or more regions belonging to a Member State or a candidate
country. A natural catastrophe is considered to be “major” if it causes direct
damage (in the Member State or country in accession) of more than 3 billion Euro
(at the price level of 2011) or more than 0.6% of gross national income (GNI) of
the beneficiary state. “Regional natural catastrophe” means a natural catastrophe in
a NUTS 2 region that causes direct damages of over 1.5% of the region's gross
domestic product (GDP). In the case of the outermost regions referred to in Article
349 of the Treaty on the Functioning of the European Union, this threshold is set at
1% of the regional GDP?°,

6. THE WAY AHEAD

In this section, we will make an inventory of the proposed measures for the
following budgeted period of the European Union, extracting the information
available regarding the European Cohesion Policy and the financing instruments
studied in the paper.

In May 2018”", the European Commission came up with a number of
proposals for regulations on European Union Cohesion Policy after 2020, which
include designing a new regulation on the European Regional Development Fund
and the Cohesion Fund, and creating a regulation containing specific provisions for
the objective related to European territorial cooperation (Interreg).

These proposals maintain the two current objectives of the European
Regional Development Fund, namely “investment for employment and economic
growth” and “European territorial cooperation”.

% European Commission, Evaluation of the European Union Solidarity Fund 2002-2017,
Brussels, 15.5.2019, p. 15.

%6 Ibidem, p. 6.

" Buropean Commission, Proposal for a regulation of the European Parliament and of the
Council on the European Regional Development Fund and on the Cohesion Fund, Strasbourg, 29.5.2018.
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The thematic focus is also maintained for the two main priorities: support for
innovation, the digital economy and SMEs through a smart specialization strategy
(OP1); and a greener economy, with low carbon and circular (OP2) emissions. The
Commission has also proposed a list of activities that will not be supported by the
ERDF, including granting direct support to large enterprises, airport infrastructure
(except for outermost regions) and types of waste management activities (such as
landfills waste)*®.

The same proposal for regulation issued by the European Commission
addresses the European Cohesion Fund, establishing that it will continue to support
projects under the “Investment for jobs and growth” objective.

The Commission proposal is subject to the ordinary legislative procedure, in
which the European Parliament has an equal stand with the Council. Thus, by the
end of 2020, these two institutions will need to reach a consensus on the future
rules for the Cohesion Fund.

However, this proposal, as well as other documents and regulations in the
field of European Cohesion, restate the need for applying the principle of
subsidiarity in ensuring an efficient management of these funds: “principles of
subsidiarity and proportionality as set out in Article 5 of the TEU, should be
respected in the implementation of the ERDF and the Cohesion Fund”*’, as well
as the importance of the European regions and the fair distribution of resources
amongst them in order to provide real economic growth for all the European citizens.

2 Ibidem, p. 3.
? Ibidem, p. 11.



