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OPINION

The amended SRSP and new budgetary instruments fdhe euro area

THE EUROPEAN COMMITTEE OF THE REGIONS

- agrees with the Commission that one of the maieatljes of the support programme should be
to improve administrative capacity at national, ioegl and local levels of government |in
requesting Member States;

— stresses that ... the SRSP should become permatem2@20 only upon a positive assessmernt of
its results in 2017-2020;

— stresses that there are many obstacles to therppgaing and implementation of ... structural
reforms in the Member States, including lack of evghip, political and institutional complexity
of reforms, possible negative impacts on sociaugsoand territories, lack of fiscal room |...
Generally, ownership at national level for the iempentation of CSR is still considered
insufficient and this is in part due to lack oflfilvolvement of local and regional authorities|in
the process as partners;

— suggests that budgetary support for structuralrmegao promote economic, social and territorial
cohesion and falling within the remit of cohesionligy should be supported by means of the
future ESIF programmes while respecting the priesipf subsidiarity, partnership and multileyel
governance instead of setting up a separate fumiogyamme;

— stresses that a stabilisation function preservialip investment levels in difficult times from
large asymmetric shocks is of the utmost importafurethe local and regional authoritigs;
believes that the proposed European Investmene@mn Scheme could be a first step towards
such a stabilisation function; stresses that three®e may prove of limited use for Member States
with scant fiscal room, which may find it difficuid borrow in times of crisis.
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Opinion of the European Committee of the Regions —
The amended SRSP and new budgetary instruments fdne euro area

RECOMMENDATIONS FOR AMENDMENTS

Proposal for a Regulation of the European Parlidraed of the Council amending Regulation (EU)
2017/825 to increase the financial envelope of3tmactural Reform Support Programme and adapt its
general objective COM(2017) 825 final

Amendment 1

Rec

ital 1

Text proposed by the Commission

CoR amendment

The Structural Reform Support Programme ('
Programme’) was established with the objec
of strengthening the capacity of Member State
prepare and implement growth-sustain
administrative and structural reforms, includi
through assistance for the efficient and effec
use of the Union funds. Support under
Programme is provided by the Commission, u
request by a Member Stasnd can cover a widg
range of policy areas Developing resilien
economies built on strong economic and so
structures, which allow Member States
efficiently absorb shocks and swiftly recoy
from them, contribute to economicand social
cohesion.The implementation of institutional
administrative and growth-sustaining structurg
reforms is an appropriate tool for achievin
such a development.

thiehe Structural Reform Support Programme ('
irogramme’) was established with the objec
sabstrengthening the capacity of Member State
myepare and implement growth-sustain
ngdministrative and structural reformhich are
ivelevant for the implementation of the E
[NEreaty objectives and relate directly to H
bopmpetencesncluding through assistance for t
» efficient and effective use of the Union fun
Support under the Programme is provided by

tDeveloping resilient economies built on strg
ezconomic and social structures, which all
Member States to efficiently absorb shocks
swiftly recover from themshould contribute tg
leconomi¢ social and territorial cohesion,
gOwnership of EU-relevant structural reforms o
the ground, in particular through local ang
regional authorities and the social partners,

essential for the Programme to be successful.

the
ve
S to

ng

U
U
he
is.
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clabmmission, upon request by a Member State.

Amendment 2

Rec

ital 3

Text proposed by the Commission

CoR amendment

Strengthening economiand social cohesiorby
reinforcing structural reforms is crucial fqg
successful participation in the Economic &

g

Monetary Union. That is particularly importanenhanced convergencen the Economic an

for Member States whose currency is not
euro, in their preparation to join the euro area.

Strengthening economicsocial and territorial
rcohesionthrough EU-relevantstructural reforms
rid crucial for successful participatiorand

thdonetary Union. That is particularly importa)
for Member States whose currency is not

euro, in their preparation to join the euro area.

i
Nt
the
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Amendment 3
Recital 5

Text proposed by the Commission

CoR amendment

It is also necessary to indicate that actions a

activities of the Programme may suppd

reforms that may help Member States that wi

to adopt the euro to prepare for participation in

the euro area.

Reason

Redundant given Recital 3.

Amendment 4
Recital 6

Text proposed by the Commission

CoR amendment

In order to meet the growing demand for suppadrt order to meet the growing demand for supy

from Member States, and in view of the need
support the implementation of structural refor
in Member States whose currency is not the €
the financial allocation for the Programme sho
be increased to a sufficient level that allows
Union to provide support that meets the need
the requesting Member States.

toom Member States, and in view of the need
nwipport the implementation ofEU-relevant
ustructural reforms in Member States wh(
utirrency is not the euro, the financial allocat
ther the Programme should be increasgdusing
stbé Flexibility Instrument under Article 11 of
the current Multiannual Financial Framework
to a sufficient level that allows the Union
provide support that meets the needs of

bort
to

pse
on

to
the

requesting Member States.

Amendment 5
Article 1

Text proposed by the Commission

CoR amendment

“Article 4
General objective
The general objective of the Programme shal
to contribute to institutional, administrative a
growth-sustaining structural reforms in t
Member States by providing supportHrational
authorities for measures aimed at reforming
strengthening institutions, governance, pu
administration, and economic and social sec
in response to economic and social challen
with  a view to enhancing cohesio
competitiveness, productivity, sustainable grov

“Article 4
General objective

bbe general objective of the Programme shal
ntb contribute to institutional, administrative a
hgrowth-sustaining structural reforms in t

Member Statethat bring European added valu
aird policy areas relating to competences shai
blmetween the Union and the Member States 3
tahet are not already targeted by a technig
gassistance programmdy providing support t(
nMember States' publicauthorities for measurd
thimed at reforming and strengthening institutig
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job creation, and investment, which will alsgovernance, public administration, and economic
prepare for participation in the euro area,| end social sectors in response to economic|and
particular in the context of economic governapsecial challenges, with a view to enhancjng

processes, including through assistance for| tt@hesion, competitiveness, productivity,
efficient, effective and transparent use of flsstainable growth, job creation, and investmgnt,
Union funds.”; which will also prepare for participation in the
euro area, in particular in the context of economic
governance  processes, including throligh
assistance for the efficient, effective and
transparent use of the Union funds.”;

Amendment 6
New Article 1(1)a

Text proposed by the Commission CoR amendment

Article 5.2.
The specific objectives set out in para. 1 shall
refer to policy areas related to cohesipn,
competitiveness, productivity, innovation, smart,
sustainable, and inclusive growth, jobs and
investment, in particular to one or more of the
following:
a) public financial and asset management, budget
process, debt management and revenue
administration;
b) institutional-reform-and efficient and-service
eriented functioning of public administration,
including, where appropriate, through the
simplification of rules, effective rule of law,
reform of the justice systems and reinforcement
of the fight against fraud, corruption and money
laundering;
c) business environment (including for SMESs), [re-
industrialisation, private sector developmeént,
investment, public participation in enterprisgs,
privatisation—processedrade and foreign dire¢
investment, competition and public procurement,
sustainable sectoral development and support for
innovation and digitalisation;
d) education and training; labour market policies,
including social dialogue, for the creation of jpbs
the fight against poverty; the promotion of sogial
inclusion; social security and social welfare
systems; public health and healthcare systemp; as
well as cohesion, asylum, migration and border

~
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policies;
e) policies for implementing climate actign,
promoting energy efficiency and achieving
energy diversification, as well as for the
agricultural sector, fisheries and the sustainable
development of rural areas;
f) financial sector policies, including the
promotion of financial literacy, financial stabjijt
access to finance and lending to the real
economy; the production, provision and quality
monitoring of data and statistics; and policies
aimed at combating tax evasion.

II.  POLICY RECOMMENDATIONS
THE EUROPEAN COMMITTEE OF THE REGIONS,
On the amendment to the Regulation for the SRSP 2018-2020

1. agrees with the principle underlying this suppaigpamme, which aims to provide — on a
voluntary basis and upon request — technical assist with regard to structural reforms in
Member States. In the CoR's view however, the sobgigese structural reforms eligible for EU
support should be limited to policy areas that mevant for the implementation of the EU
Treaty objectives and relate directly to EU compe¢s. The CoR rejects any proposal to
finance unspecified structural reforms in the Mem®Btates which have not undergone a prior
European added value assessment and which do lxé mirectly to Treaty-based EU
competences. In this context, points to its regmutof 1 February 2018 rejecting the
Commission proposal for a regulation amending tlen@on Provisions Regulation (EU)
No 1303/2013 of 6 December 2617

2.  agrees with the Commission that one of the maieatives of the support programme should
be to improve administrative capacity at natiomagional and local levels of government in
requesting Member States; underlines the importaficaulti-level governance and a place-
based approach in the identification and implentertaf reforms;

3. calls for a single set of guidelines covering all-ftinded tools to improve administrative
structures and allowing for effective coordinatigith existing technical assistance programmes
at EU and beneficiary Member State level, as adgoested by the European Court of Auditors
(ECA);

4, regrets that the Commission has not provided quaing and qualitative evidence that the
Programme is up to the task. Stresses that asait¢at support programme, the SRSP should
become permanent after 2020 only upon a positisesasnent of its results in 2017-2020;

COM(2017) 826 final.
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stresses that, in view of the division of powers agsponsibilities applying in each Member
State and the country-specific recommendations G8Rn addressed to local and regional
authorities, the programme must be open to loadlragional authorities;

is pleased that the Commission proposes to incréasebudget of the amended SRSP
programme by using the Flexibility Instrument undeticle 11 of the current Multiannual
Financial Framework;

On ownership and financing of EU-relevant strudttgéorms

10.

11.

stresses that there are many obstacles to thergtgmaming and implementation of EU-relevant
structural reforms in the Member States, includaak of ownership, political and institutional

complexity of reforms, possible negative impactssonial groups and territories, lack of fiscal
room to bear the cost of reforms, insufficient aaistrative and institutional capacity, and lack
of coordination across levels of government. Gdlyerawnership at national level for the

implementation of CSR is still considered insuffiti and this is in part due to lack of full

involvement of local and regional authorities ie firocess as partners;

underlines that knowledge centres, providing freehihical assistance to local and regional
authorities on how to interpret EU rules and wilisJ Funds, play an important role in ensuring
effective implementation of rules and absorptiorirohds. Calls for Member States who do not
have such knowledge centres to consider createm #o as to facilitate the effective use of the
new budgetary instrument;

highlights that while certain CSR have a legal amabe through the relevant Stability and

Growth Pact (SGP) and Macro-Economic Imbalance jMi®cedures, others are of political

relevance rather than being legally binding; ndked neither the threat of sanctions under the
SGP and MIP nor political exposure have ensurdadfaatory implementation of the CSR and

an increased ownership of reforms. Calls for a mboétom-up approach through the

involvement of local and regional authorities tdéphereate greater ownership;

notes that, while the importance of economic potiogrdination in the EU is undeniable, it is
yet to be ascertained whether the financial ingestiand commitments envisaged for certain
reforms in the Member States actually have a cpomding legal basis in the Treaty on the
Functioning of the European Union; also questidres plan to bind and commit substantial
financial resources to an instrument that provigesistance on a purely voluntary basis and is
based on an opaque application selection and talidaystem that would create problems with
regard to thematic prioritisation, budget planramgl a fair territorial balance;

insists also that in light of the current divisiohpowers, many EU-relevant structural reforms
affect areas of shared competence of the nationdl smb-national levels of government.
Therefore, to avoid infringements of the subsidjaend proportionality principles, Member
States must involve their regional and local gorents as permanent partners in the design
and implementation of structural reforms;
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12.

13.

14.

15.

16.

deplores, therefore, the Commission's proposalréiatm commitment and financial incentives
be agreed bilaterally between the Commission atidna governments and implemented in
the context of the European Semester, without afligvior the formal involvement of regional

or local levels of government in line with the imtel division of powers within each Member

State. There is a real risk that the proposed agpravould end up jeopardising this division of
powers and violating the principles of subsidiaigtyd local or regional self-government as
defined in the corresponding Council of Europe tdrar By way of illustration, the reflection

paper on "deepening the EMU", published by the Casion in May 2017, refers for instance
to the proposals to agree on binding standards @asare the quality of public spending.
Surveillance on these standards through existirggeboards would be embedded in the
European Semester. Making access to EU funds comalitupon achieving a given level of

these standards, would amount to the EU impossigpproach and policy direction in policy

areas in which it shares competences with the Idawels of government - which would breach
the subsidiarity principle;

deplores furthermore that criteria for assessimgaithievement of reform commitments and the
triggering of payment tranches are set and admigidtby the Commission alone, without the
Member State authorities; notes that the propesdis| transparency on the assessment criteria
and that such criteria cannot be deduced from tBR,Gvhich are generally defined without
targets, milestones and provisions for systematimitaring; believes, ultimately, that EU
financial incentives should not be perceived asat@mpt to bypass democratic processes at
European or national level, or as financial blackma

regrets that the Commission does not provide amystend indication on how the proposed
financial incentives should be quantified, whil&kmawledging that the quantification of the
short-term costs of reforms is likely to vary calesably, according to whether it includes only
administrative costs (design, implementation angcay building) or social costs as well;

stresses that reform commitments should build ceahstic assessment of the institutional and
administrative capacity challenges of the publicdibs concerned, and should include
appropriate strategies to improve administrativecstires. The uneven playing field which

exists between EU Member States and regions regpediministrative structures, also shown
by the CoR analysis of the CSR from a territorizdgpective, has to be considered,;

notes that other EU policies help promote struttwf@rms. This is the case for the ESI Funds,
by means of ex-ante conditionalities, insofar &y tfelate to the implementation of EU law, to

the improvement of administrative structures ardpugh thematic concentration, to the

implementation of the reforms falling within themi¢ of the Europe 2020 Strategy; stresses
therefore that it is of the utmost necessity to/le a policy framework succeeding the Europe
2020 Strategy in order to allow for continued th&maoncentration in the next programming

period. Underlines that this new framework needséobased on a new territorial vision

bringing the 1999 Spatial Development Perspectp/toujaté;

CdR 4285/2015
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17.

18.

19.

20.

21.

also insists that any further link between EU-ralgvstructural reforms and cohesion policy
makes it even more important that the European Stamée democratised at European level
and complemented by a Code of Conduct setting atdador the involvement of local and
regional authorities in order to increase the &fficy and ownership of the proc%zsstresses
that the principles of subsidiarity, proportionglipartnership and multilevel governance should
be the common foundation of cohesion policy ancetBU policies supporting structural
reforms;

reiterates its request that the new EMU budgetaoistbe funded without crowding out private
investments as well as other public funding schesueh as the EU's cohesion policy funding;

considers that the proposal for financial incergtiver structural reforms, as presented in the
communication, is insufficient as a basis upon Wwhio develop the necessary legislative
proposals; deplores that the Commission has urdgrtano impact assessment nor any
stakeholder consultation before publishing it;

regrets that the proposal for a pilot phase in 28030 for the reform delivery tool, and related
changes to the SRSP regulation and the CPR, isdistent with the announced publication of
the new MFF proposal in May 2018;

therefore suggests that thiellowing principles be taken into account when developing a
financial support tool to support structural referm

* budgetary support for structural reforms to pronmetenomic, social and territorial cohesion
and falling within the remit of cohesion policy std be supported by means of the future
ESIF programmes while respecting the principlesutfsidiarity, partnership and multilevel
governance instead of setting up a separate fumiogyamme;

» the share for cohesion policy in the next MFF nmgshain at the same level as today to
ensure the effectiveness of the policy, and a stming" of ESIF resources to fund structural
reforms has to be avoided;

* EU funding for structural reforms falling outsideet remit of cohesion policy should be
supported by providing loans instead of grants;

» the way of defining and deciding on structural refe needs to be revised by including local
and regional authorities in the European Semestbais would enable a "territorial
dimension” to be added to the European Semestealandacilitate the territorial diversity
in Europe, being taken into account and would enghe full participation of local and
regional authorities in the National Reform Prognaes and would help respect the division
of powers in the EU;

» any proposal for EU funding for structural reformeeds to include an ex ante impact
assessment and a stakeholder consultation anddshmllide provisions for a mid-term
evaluation.

CdR 5386/2016
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Budgetary instruments for Member States willing to join the euro and for the Banking Union

22.

23.

notes that resilient economic structures and a Hegree of sustainable convergence are pre-
conditions for Member States to adopt the euroceraks the proposal to create a convergence
facility to support Member States engaging in #isleavour; urges the Commission to clarify
the respective roles of the convergence facilig SRSP, the ESI Funds and the Cohesion
Fund;

reiterates its support for the completion of thenlBag Union; notes that the Member States
have not yet agreed on a fiscal backstop shouldbihgle Resolution Fund prove insufficient;
welcomes the Commission proposal to set up a ciedit or guarantees within the future
European Monetary Fund;

A stabilisation function to protect investment from large asymmetric shocks

24.

25.

26.

27.

28.

29.

30.

reiterates that differences in the business cyofesuro area Member States, stemming from
structural factors, could be smoothed out by cngasin EU instrument to address asymmetric
shocks; agrees with the Commission about the iiteich the stabilisation function needs to
fulfil;

reiterates its view that to be effective, any pttdrsupport should not overlap with but rather
complement existing instruments such as the Europgaictural and Investment Funds (ESIF)
and the European Fund for Strategic Investment (EFS

agrees with the Commission that the fiscal capasfitguld be large enough to be effective;
reiterates however its opposition to making euendiscal capacity a euro area heading in the
EU budget while the own resources ceiling remaixesdf at the current level of 1.23% of EU
GNI, to avoid a crowding out effect on funding fbe ESIF and other EU policies;

stresses that a stabilisation function preservulglip investment levels in difficult times from
large asymmetric shocks is of the utmost importaiocethe local and regional authorities;
believes that the proposed European Investmeneé®ion Scheme could be a first step towards
such a stabilisation function;

insists on the importance of the "stabilisationction" of cohesion policy which, combined
with elements of flexibilisation such as the ingeaof EU co-financing rates and the
modulation of pre-financing, played an importarerduring the financial crisis in safeguarding
public investment in regions suffering asymmetdoremic shocks;

notes that the proposed European Investment Piane8cheme would start with loans, a
relatively small grant component and an insuraneshanism based on voluntary Member
State contributions; stresses that the Scheme mue pf limited use for Member States with
scant fiscal room, which may find it difficult tmbrow in times of crisis;

calls on the Commission to elaborate on grant-basedsurance-based stabilisation schemes,
such as a rainy day fund;
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31. looks forward to the announced national investm@atforms in which local and regional
authorities will play a role, building on their esqiences with the ESI Funds and the EFSI.

Brussels, 22 March 2018

The President
of the European Committee of the Regions

Karl-Heinz Lambertz
The Secretary-General
of the European Committee of the Regions

Jiti Burianek
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