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1. european structural funds

1. EuropeAN STRUCTURAL FUNDS

1.1. IntroducTIOn

Economic and social cohesion is a fundamental aim of the Single Market or economic and monetary Union. However, since 1989 the funds designed to reduce the differences between the richest and poorest regions have continued to grow which reveals the importance of the task that these funds have been given and their function as support for the efforts made by member countries themselves.

For the 2000-2006 period, the budget for Structural Funds is 194 thousand million euros (at 1999 prices). Access to this sum is based precisely on this philosophy: structural funds are a co-funding tool and in this sense member countries contribute part of the project with support from the Community authority. The procedure to be followed basically envisages:
· The European Commission (hereafter, EC), approves the development programmes proposed by member countries and grants the loans;

· The states and regions manage the programmes, set them up once the projects have been selected and control and assess them.

· The commission takes part in controlling the programmes, and authorises and pays certified expenses once it has checked the control procedures that have been implemented.

This management system for funds is based on subsidiarity and collaboration and must ensure that the programmes it supports can be launched quickly and efficiently. Given the significant number of agents involved, it is therefore vital to clearly know the role that each of them has been given.
1.2. ProgramMEs: FUNDING PLANS AND tYpEs 

The costs (or payments) of Structural Funds have been formulated in three types of planning documents. The enclosed table provides a summary of the type of document, the authority responsible for preparing it and its central theme or main content.

Type of document
Authority responsible
Content

SPDOC: Single Programming Document
· Prepared by national and regional authorities. 

· Approved by the EC
It concerns an eligible country or group of regions in accordance with Objective 1 (expenditure of at least of a thousand million euros in the region), Objective 2 (region) and Objective 3 (national)

It must contain elements of the OP and SCF

OP: Operating Programme 
· Prepared by national and regional authorities. 

· Approved by the EC
It concerns an eligible country or group of regions  in accordance with Objective 1 (region).

OP list 

· Different priorities of a SCF for a specific region or of a specific development axis.

· They can only be considered in connection with a SCF.

SCF: Support Community Framework
· Prepared by national and regional authorities
It concerns an eligible country or group of regions in accordance with Objective 1 (region). 

SCF contain

· Socio-economic context of the country/region 

· Development priorities, aims, management systems, monitoring, assessment and control

Community Funds only play a role as a co-funding tool, as no project can be totally financed by these European funds. Their role is to round off -for projects that have been chosen and approved- those public or private funds that are provided by the country and/or region which is to be developed.
Each programme includes a series of basic courses of action and measures, and the latter will be described here in summarised form. This series shapes the development strategy to be implemented throughout the programme. The funds will be in line with the programme that funding is required for.  Depending on their specific nature, each of the structural funds can finance a specific type of project, so that:

· ERDF: Most of the projects that receive these funds are presented by regions classified as objective 1. It stresses the key factors of their status as “deprived regions”. As a result, it focuses on supporting projects linked with productive investment, infrastructure (transport networks, telecommunications, energy), protection of the environment (basically, management of water resources) and investment in education and health.

The basic aim of the programme is the economic diversification and boosting of the industrial fabric, by regenerating industrial areas, rundown urban areas and revitalising dependent areas (agriculture and/or fishing). Finally, by combining Objective 1 and 2 regions, the ERDF considers initiatives that encourage the creation of jobs and small and medium-sized companies. Emphasis is placed on projects that are based on territorial agreements with regard to jobs and ones that concern R+D and the development of the information society.

The ERDF finances projects presented to the Interreg III and Urban II initiatives.
· The ESF supports projects that promote employment (education, vocational training, guidance,...) in non-profit making professional activities (social economy, ...), for improving education and  training structures (both teachers and students) and future prospects regarding working methods that may lead to inequalities in access to the job market. This fund covers projects presented as part of the Equal initiative.

· FEOGA-Orientation: this focuses on support for projects connected with adapting farming structures. It considers measures aimed at modernising farms, reducing costs (of production), and/or setting up young farmers. It also deals with developing and marketing farm products, forestry and the sustainable exploitation of woodland.

As well as lines that are directly linked to farming as a productive activity, it also considers measures to provide infrastructure for the rural community, the restoration of villages or the development of a services sector (tourism).

These projects can also be financed by Leader +.

· The IFOP supports projects aimed at remodelling fishing structures (renovation, modernisation, readjusting fishing activities), coastal fishing (improving port facilities, fish farming), and the transformation and marketing of fishing products
Logically, not all the costs of a project can be covered by community aid. Expenses that do not count for aid support are governed by the criteria applied in member countries, with certain properly stated exceptions
. Finally, there is a fixed implementation deadline and projects cannot be provided with support when:

· The costs have been incurred before the corresponding community authority has received the request for funding

· Or those incurred after the selection date set in the fund activity framework. 
Table 1.1.
Structural funds 2000-2006. Summary. Objectives and Initiatives*

Priority objectives

(94% of the budget)
Community initiatives

(5.35% of the budget)

Objective 1:
Development and correcting structural backwardness in deprived regions
Interreg III:
Cross-border, trans-national and inter-regional cooperation

Objective 2:
Economic and social restructuring in regions with structural problems
Urban II:
Revitalising urban areas in crisis

Objective 3:
Adaptation and modification of training, education and employment policies and systems
Leader +:
Rural development through innovative local projects 

Fishing:
Modernisation of fishing structures 
Equal:
Fighting against inequality and discrimination in access to the job market.

(*): 0.65% of the budget corresponds to innovative measures and technical aid.

1.3. ProJects: eligibiliTY-selecTIOn AND CO-FUNDING RATES
· Member countries and applicants for aid need to define what specific measures each project for which aid has been requested can be broken down into within the framework of the Structural Funds.

· The programme for each project must also include all the funding aspects required by the agents who will be implementing it on the spot.

· It is the member state that adopts the programme, after consulting the collaborative agents, and this must include a breakdown of the loans available depending on the measures to be implemented.

· Co-funding bases for structural funds (provision of community funds):

· Objective 1: 75% of the total cost of the project that may reach 80-85% if it is a region included within the scope of the Cohesion Fund, regions right out on the edge of the EU and/or outlying Greek islands.

· Objectives 2 and 3, Fishing: Up to 50% of the total cost of the project.

These co-funding bases may vary depending on certain general criteria, such as those regarding the protection of the environment and measures aimed at overcoming sexual discrimination. In these cases, they will be established specifically for each case.

As well as this, in cases when investment in businesses and investment in infrastructure produces substantial income (at least 25% of the planned investment), the following bases are established for participation for:
· Investment in businesses: for objective 1 regions, up to 35% of the total investment; for objective 2 regions, up to 15% of this sum.

· Investment in infrastructure, up to 40% of the cost of the project for States covered by the Cohesion Fund, and up to 25% for objective 2 regions.

· It is recommended that this funding tool should be combined with others, such as soft loans or venture capital.

1.4. MANAGEMENT AND MONITORING

1.4.1. The responsible authorities and their areas of responsibility
The authorities in member states are responsible for managing projects that have received support from community funds. For each programme a “Managing Authority” will be appointed, with the capacity to develop the project programme and budget and even modify it. They will be responsible for selecting projects and will liaise between local agents and the community authority in processing and requesting this support.

These authorities are the focal point of the programming system. They organise the collection of income from the various parties and the statistics for the programme. They are also responsible for publicising the project, that is, they are responsible for informing potential users about these benefits.
It is possible to transfer this responsibility from the national-regional authorities to an intermediate organisation, which may be the local authority, local-regional development organisations, etc. or even a NGO with experience in administrative and financial management. This is the case with global subsidies that are envisaged in the programming document (OP).

1.4.2. The annual implementation report

Among their responsibilities is the preparation of an annual report, which must list the objectives to be implemented in the programme in detail and how far they have been implemented at this time. This document must be sent to the EC, which will study the main annual results (compliance) in the programme, and on the basis of this the EC will be able to make observations or demand certain changes.

Implementation reports are a fundamental part of the programme and must contain:

· Financial implementation of the operation being supported: income and payments by the agent and the measure included in the operation

· Degree of fulfilment of the final aims of the operation

· Details of any modification in the general conditions with special impact on the development of the operation

· Regulations carried out to monitor the operation better (statistical monitoring measures, financial control,...)

· Measures aimed at ensuring compatibility with community policies (competence, protection of the environment, liberalisation of public markets, ...)
1.4.3. Modification of a programme

In certain circumstances modifying programming documents can be justified. Even during the launching period other drawbacks may come to light that it would be advisable to act on. A measure may also be poorly defined or may be very restrictive, a budget plan may not be in line with the panel of measures that it applies to, certain types of beneficiaries may be omitted,.... Quite simply, the very length of the programme (7 years) means that the original situation may have changed during this period.
In these situations, it is possible to make changes when the EC and the responsible authority in the member state agree. However, modifications cannot include changes in the total amount of aid from community funds, and if these are required, agreement must be obtained from the community authority. These changes will be made at the Monitoring Committee meetings that form part of the programme.

1.4.4. Assessment of results: when and why

The authority managing the programme is responsible for carrying out the (financial, statistical) assessment procedures that contribute to the appropriate monitoring, management and control of the programme. This must be carried out by the 31st of December 2003, and the managing authority must entrust this to an independent assessor.

An “ex-post” assessment will also be necessary, in this case under the responsibility of the EC. It will also entrust an independent assessor to show the degree of fulfilment of aims, effectiveness of interventions, etc. It will point out the factors in the success and failure of setting up the programme as key information for future developments.

1.4.5. Monitoring committees

As well as the managing authority, member states will also set up a monitoring committee for each programme (SPDOC and OP), in order to ensure the quality and efficiency of the activities. Its responsibilities are:

· Approval of the programme and any adjustments made to it by the managing authority –it can suggest changes in this in order to improve the implementation and management of the intervention-.

· Approval of selection criteria for financial operations

· Regular assessment of progress made
· Studying the results and approving them, before sending them to the EC

· Approval of the annual implementation report

· Approval of any initiative aimed at modifying the contents of any decision regarding the use of community funds in this programme

1.5. ALLOCATION AND paYMENTS OF EUROPEAN fUNDS

The foundation of European funds is the budgetary commitment made between member states and the EC: they are understood to be a financial contract for channelling funds through community programmes. A budgetary agreement is established in annual terms and it must be carried out by the 30th of April each year. 

Payments are made by the authority responsible for these, decided on by the member states themselves. As a result it is a system on three levels, as it is the authority who receives an advance which cannot be greater than 7% of the total amount allocated in the funds which must be used to set up the programme. From then on the Commission makes payments by certifying actual expenditure, that can be considered in three annual operations that add up the payments to be made. These requests for payment must be presented in Euros.
The role of the “Paying authorities”

Their role can be broken down into activities such as: 

· Checking that payments (or requests for payments) comply with community rules;

· Sending these payment requests to the Commission;

· It is also advisable that the managing authority and the paying authority should not form part of the same administrative body/services;

They must accept responsibility for the legality of requests for payment, and in this sense they act as a representative of the member state and take on much of its responsibility as far as the legality and regularity of these requests for payment are concerned. They must guarantee that the final beneficiary receives support with as little delay as possible.  
1.6. CONTROL SYSTEMS

The decentralisation of the management of community funds requires a control procedure that guarantees the legality and compliance with the purpose of the costs/payments made. 

For this purpose, the control system is based on two pillars: 

· On the one hand, the conviction that it is the member state itself that should ensure the efficiency and effectiveness of this expenditure
· On the other, the recognition that 5% of the expenditure/payment operations in a programme are thoroughly controlled. They can be carried out as internal or external auditing procedures, but they must always be independent from the managing and paying authority. In any of these cases, the responsible authorities must provide the community authority with all the appropriate documentation concerning expenditure carried out within the framework of the programme.

The responsibility of the Commission lies in checking the control systems, either by carrying out control tests performed by the member state or by giving this task to an external agent. This control test must be carried out at least once a year.

If there are any irregularities, the corresponding financial items must be cancelled if these are non-eligible measures, and if necessary, the corresponding interests could be claimed. The Commission must be warned about any irregularity that is detected.  It can also intervene directly when the member state does not do so. Finally, the extent of the corrective measure (cancellation, total, partial, etc.) will depend on the criterion applied by the Commission regarding the seriousness of the irregularity that has been committed.
� See Regulations on eligibility for expenses (CE/nº1685/2000 of the 28th of July 2000).
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