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Abstract

This study analyses the factors which facilitate or discourage local stakeholders'
and businesses' decision to apply for support from Structural Funds (SF). In the
current recession it is vital to attract as many applicants as possible. Through a
wide-ranging literature review, case studies, questionnaires and interviews, this
study tries to answer questions about what can be done to attract more
applications, and how the participation of successful applicants can be made
more effective. It puts forward a number of specific recommendations for policy
makers at local, regional, national and EU level.
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EXECUTIVE SUMMARY

1. Background

The implementation of Cohesion Policy through Structural Funds represents one of the main
pillars of European Union action. 35.7% of the EU budget (around €347bn), has been
allocated for the current 2007-2013 programming period. Given that the European Union is
living through the worst economic recession since the 1930s, these funds offer significant
possibilities for job creation and investment both in terms of supporting the development of
existing businesses and of encouraging potential entrepreneurs to launch new businesses.
Over the past three years, about 27% of available funding, or €93bn has been invested in
jobs and growth in Europe.

The EU has developed its Cohesion Policy instruments for over four decades. During this
time considerable attention has been devoted to analysing the performance of the funds
and to identifying, adopting and implementing the needed modifications. The most
significant outcome of late analysis is the low absorption rates of Structural Funds in this
programming period 2007-2013. In this respect several aspects have been named such as
bottlenecks in administrative capacity or lack of co-financing. What has not been analysed
so far is the question of accessibility of Structural Funds for applicants. Relatively little
research has been carried out on one of the most basic questions - that of stimulating and
attracting potential applicants for funding.

In this regard the 2009 Barca Report! drew attention to the absence of any coherent
picture of the actual performance of Cohesion Policy in the European Union. There is a
considerable number of studies and reports available about the physical infrastructure
constructed, the businesses supported and even the jobs created. But most of these
studies and reports focus on the assessment of quantitative figures on output and
absorption rates. The debate about findings is usually confined to those directly involved
with the programme development and management. However it rarely includes the
perceptions of target groups and beneficiaries.

Figures show that the take-up of funding opportunities is lower in some Member States
than in others. This could partly explain why many European citizens remain unaware, and
consequently sceptical of European Union performance. Some figures suggest that about
one-third of citizens are aware of European Union supported projects, but only 10% believe
they have directly benefited.

Shortcomings in administrative services, local, regional or national, are easily identifiable
and undoubtedly contribute to lower take-up rates in some areas. Such questions only
present, at best, one half of a more complex picture. The other part of that picture is why
are businesses, local agencies, education institutions, NGOs and other bodies in some parts
of the European Union more reluctant to apply for European funding?

Against this background, this study offers an informative insight into the barriers, both
perceived and real, applicants face when applying for ERDF-Funding. The findings of this
study should be interpreted with one important qualification in mind.

! Barca F. (2009), An Agenda for a Reformed Cohesion Policy. A place based approach to meeting European

Union challenges and expectations, Independent report prepared at the request of Danuta Hubner,
Commissioner for Regional Policy, Eurada, April 2009.
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There are no valid statistics or findings about those who have either been discouraged from
applying or those who have never contacted a local office or filled in an application form for
whatever reason.

2. Scope of the study

This study seeks to identify the main factors that potential applicants find either
encouraging or discouraging when they consider applying for Structural Funds. One theme
is that of procedures being too burdensome or too complex. The study explores this
argument by looking at the problems of administrative procedures in different systems.
This analysis will help identify where such problems originate (European, national or
regional level) and thus propose targeted solutions.

The study also examines a variety of applicant profiles in order to identify the types of
organisations and bodies that usually apply, what motivates them to do so, and by
deduction, how others could be attracted to apply. It also takes what has to be a
preliminary look at the effect of the simplification procedures introduced in 2009 in
response to the current recession.

Throughout the research and drafting there has been a consistent focus on identifying “best
practice” examples from different initiatives and Member States. What works well in one
situation can possibly be adapted (but not simply transposed) to work equally well in
another.

Three main research approaches were employed for this study. The first was a literature
review, the second a series of case studies of nine different Operational Programmes and
the third a series of telephone or on-line interviews, followed by a questionnaire. The case
studies covered Operational Programmes in Austria-Slovakia, France, Germany, Greece,
Italy, Poland, Slovakia, the United Kingdom and the transnational South-East Europe
programme. Over fifty interviews were carried out and questionnaires were widely
circulated to stakeholders. Based on the sources, focused research and considered analysis,
the study concludes with some a number of specific recommendations for actions at the
local, regional, national and European levels.

3. Study content

Chapter 1 of the study offers an introduction to Cohesion Policy and the Structural Funds.
Chapter 2 presents the methodology employed, including the literature review, the case
studies selected and the interviews. Chapter 3 explores who applies for Structural Funds,
and the underlying motivations and experiences. It briefly describes the current
programming period 2007-2013, its programme development cycle and the relevance of
different stages of the programme cycle for applicants. Also, seven categories of applicants
who can potentially benefit from Structural Funds are defined.

The role of applicants in the preparation and programming of Structural Funds has,
somewhat surprisingly, yet to be analysed at the European level. As the operation and
delivery of Structural Funds is a shared responsibility between the European Union and
Member States, this absence of analysis poses a major problem. One key element of the
success of any programme involves identifying and approaching its potential target group.
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So the study analyses the position of applicants in the Structural Funds implementation
process and provides a schematic presentation, tracing the different phases of the
application process, with particular emphasis on the roles and possibilities for potential
applicants:

e Information operations constitute the first phase where potential applicants
are made aware of programmes they may apply to for funding. In some instances
the target group for such information activities is relatively clear; however, this is
not always the case. Impressions and perceptions play a role in this respect, with
some categories of applicants believing EU programmes to be overly bureaucratic
and beyond their reach. Research in this area is scarce due to possible conflicts with
data protection legislation and practices. Such constraints have also been faced for
some of the research activities undertaken for this study.

e In the second phase, potential applicants decide to prepare an application.
The information and support services available play a central role as does the
capacity of the applicant to develop their application. Public bodies, universities and
larger businesses are better equipped to prepare and submit application than small
or even single-person businesses. There is little information available as to the
capacity of applicants to develop their applications.

e The third phase involves the selection process, while the fourth is the actual
awarding of funding.

The last two phases are completely within the remit of the implementing bodies
(e.g. Managing Authorities, Intermediary Bodies?). Their activities influence not only
the award, but also the way potential applicants view the process as a whole. If the
selection process was efficient and reasonably transparent, and the funding awards
suitably expedited, more candidates are likely to manifest themselves at the next
call for applications. The reverse effect is also possible.

Chapter 4 covers a wide range of elements relevant for the accessibility of Structural Funds
for applicants. As there is no European wide systematic analytical research related to the
issue of barriers for applicants it is simply impossible to present clear cut figures for
applicants’ appreciations of the 2000 - 2006 or 2007 - 2013 programming periods. The
research that does exist tends to focus on specific thematic fields, particular Operational
Programmes or parts of the programme life cycle as well as the experiences in a specific
Member State.

This study approaches the different barriers for applicants by grouping them under four
headings: Factors at European level, national level, programme management level
and operational level.

The European level determines the framework, regulations and orientations of Structural
Funds in a dialogue between the European institutions and the Member States. In Member
States where local and regional levels are actively involved and help shape the National
Strategic Reference Framework, the concerns of end-users can be more easily articulated.
Requirements as to communication activities can also usefully be laid down. In the current
programme period (2007-2013) the Managing Authorities are, for example, obliged to
establish Operational Programme communication strategies which must include regular
public events and the publication of a list of final beneficiaries including the amounts they
have been awarded.

2 An Intermediary Body is any body which acts under the responsibility of a Managing Authority and which

carries out, on their behalf, duties related to the management of the Operational Programme.
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Measures designed to simplify procedures have been gradually implemented from the
European level and their introduction has been accelerated in response to the recession.
These include the use of flat rates and lump sum payments, greater flexibility on co-
financing, allowing Member States to re-use funds they have recuperated and a relaxation
of the n+2 rules as to how quickly expenditures must be made following approval.

The national level provides the national co-financing and the administrative system in
which the Structural Funds are embedded. Administrative systems form a significant factor
for programme implementation and vary considerably across the different Member States.
Each Member State has its own political and administrative structures and traditions. No
comparative analysis is available on how different systems impact on the effectiveness of
Structural Funds in terms of targeting and attracting applicants.

A development towards greater regionalisation, bringing authorities closer to applicants,
has yet to be completed. Some would argue that at its current stage it can only be judged
to be a mixed success. In some Member States the regionalisation process has added
another layer of administration when the new regional or local bodies coexist with, rather
than replacing, the national ones which previously administered and managed Structural
Funds. The attribution of extra responsibilities to local or regional bodies has, in some
Member States, given rise to capacity problems particularly in terms of qualified staff.

The programme management level includes the resource allocation and programme
management capacity. Again this varies in function of the nature of the programme
concerned. Thematic programmes tend to be based at the national level; regional
programmes are more regionally or locally anchored. Multinational programmes involving
regions (neighbouring or transnational) from different Member States have their own
specific requirements.

The operational level denotes the interface between programme and project level and
includes activities linked to project generation, approval and implementation. In this
respect the degree to which national funding exists and the degree to which it is
coordinated with, or integrated into, European Union funding can be a crucial factor for
determining the type of interface. The arrival of the financial engineering elements of
JEREMIE® and JESSICA* has added a degree of sophistication (and sometimes
complication) to the whole question of operational funding.

Chapter 5 is devoted to factors relevant for applicants at operational level. It draws
mainly, though not exclusively, on the information gathered from the case studies and
questionnaires. It is worth repeating that these, of course, involve organisations and
businesses which have successfully applied for funding.

The case studies were taken from the following Operational Programmes - all co-financed
by European Regional Development Fund:

e Languedoc-Roussillon Operational Programme (France; Regional
Competitiveness and Employment (Regional Competitiveness and Employment)),

e Digital Convergence Operational Programme  (Greece: Convergence
(Convergence Programme)),

e North West England Operational Programme (United kingdom; Regional
Competitiveness and Employment),

e Austria-Slovakia Operational Programme; European Territorial Cooperation,

e South East Europe Operational Programme; European Territorial Cooperation,

Joint European Resources for Micro to Medium Enterprises.

4 Joint European Support for Sustainable Investment in City Areas.
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e North Rhine-Westphalia (NRW) Operational Programme (Germany, Regional
Competitiveness and Employment);

e Wielkopolskie Operational Programme (Poland, Convergence Programme);

e Piedmont Operational Programme (Italy, Regional Competitiveness and
Employment);

e Environment Operational Programme (Slovakia, Convergence Programme,
European Regional Development Fund & Cohesion Fund).

When it comes to the operational level, the selection of appropriate or at least similar
application processes is highly desirable, if not vital. Information and support services are
of critical importance for potential applicants who sometimes admit to being confused by
the variety of opportunities on offer. Experience shows that when programme management
has developed “one-stop shops” where applicants can view the range of possibilities open
to them that this has been largely positive.

The use of external consultants can be necessary, particularly for first time applicants and
for micro enterprises where in-house expertise is either lacking or highly engaged in
actually running the business. External services can be offered by agencies or public bodies
such as Chambers of Commerce, or by private consultants. In the latter case the question
of access to Technical Assistance and pre-project support is sharply posed.

The type of call systems used including pre-qualifying Expressions of Interest has an
obvious impact on potential applicants. This first phase of attracting and assisting
applications is followed by the phase during which applications are evaluated. This
evaluation process can sometimes challenge those Managing Authorities and Intermediate
Bodies which may not have the necessary expertise readily available. Larger projects can
require evaluation by a number of different experts and this can reduce the transparency of
the exercise.

One issue of concern for applicants usually are high rejection rates for proposals. This may
discourage an organisation from making future applications and may also, in ways which
cannot easily be measured, discourage other potential applicants who become aware of
these rejections.

Potential beneficiaries are not overly concerned which source of funding their applications
may benefit from. This study found a high degree of awareness of the different support
possibilities available which is partly a result of the information and communication efforts
of Managing Authorities and Intermediate Bodies, and partly of the fact that some of the
programme participants in the case studies are part of the communication channels actually
employed.

The study’s correspondents cited seven obstacles for applicants.
These included:
e identifying the most appropriate source of support,
o following the dates of different calls (for project ideas or proposals),

e digesting large amounts of documentation, not all of which was particularly focused,
encountered during the application procedure,

e being obliged to produce large amounts of documentation,
e having to sometimes respond to calls in a relatively short time frame,

e finding the necessary matching funds, and
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e keeping up to date with rules that sometimes change during the course of the
tendering process and sometimes having to deal with inconsistent advice on
requirements and regulations.

Furthermore, three financial aspects gave rise to concern. One was the question of
locating matching funds. The second concerned difficulties with pre-financing, and the third
aspect regards the speed with which payments are processed, which constitutes a concern
for many applicants. This concern has grown as many Member States have reduced
national funding programmes as part of measures to reduce public expenditure.

Successful applicants experience difficulties with the relatively long delays often
encountered between them being awarded funding and the first instalment of their funding.
Most found the various monitoring and auditing requirements and procedures difficult,
time-consuming and burdensome.

Territorial cooperation programmes face particular challenges with differing cultures,
languages and administrative requirements in the various Member States where the
programme operates. The most useful form of information dissemination and assistance
seems to be personalised advice and face-to-face discussions.

4. Main findings and recommendations

On the basis of the research, case studies, interviews and other work, this study sets out a
number of recommendations on improving access to Structural Funds for applicants and
eventually for potential applicants. Specific recommendations addressing the European,
national and operational levels are set out in Chapter 6 of this study under six main
headings:

1. Set-up of Structural Funds implementation at national level,
2. National co-funding,

3. Administrative procedures,

4

. Operational level - information, dissemination, project generation and application
procedure,

ul

Specific beneficiary profiles and factors, and

6. Experiences with simplifications.

The recommendations range from the need for information and communication measures
to consider the needs of recipient groups, to the desirability of financial engineering
instruments as an alternative to limited grant resources, to the desirability of providing free
personalised support for project application development.

To a large extent recommendations concern the national level and the institutions and
bodies responsible for the implementation of specific measures. The need to increase the
transparency and flexibility of the delivery system, the application procedures, and the way
applicants are targeted, informed and guided through the application process is of primary
importance.

The European level can contribute to this through a clearer emphasis on the necessity to
open the Structural Funds to a wider group of applicants. Involving relevant partners in the
strategic definition of the programme outlines, targeting applications through appropriate
communication strategies, capacity building through cross-programme exchange to

10



Barriers for applicants to Structural Funding

improve delivery channels (in the way INTERACT” evolves such activities for the European
Territorial Cooperation programmes) and providing sufficient and timely co-finance
(including increasing co-financing rates and loosening of the real-cost principle).

The national and programme level faces the challenge of simplifying programme
implementation for the next programming period. A lack of clarity in the division of tasks
between national and regional authorities, the consequent need to monitor and control
decisions twice (or more frequently) and cumbersome decision-making procedures often lie
at the root of the complex and burdensome procedures faced by applicants. This requires
not so much a change of European regulations, but a thorough analysis of the bureaucratic
cultures established for Structural Funds and an elimination of rules that restrict access to
funding to an elite of experienced Structural Fund project developers. Setting quality
standards for targeting applicants through information and communication, for appropriate
and transparent application procedures with sufficient support for applicants who have
limited capacities, need to be included in the framework of Structural Funds at national
level (successor of National Strategic Reference Framework) and in the Operational
Programmes. Separate funds need to be devoted to capacity building and strengthening the
knowledge and competencies of staff dealing with Operational Programmes and measures,
especially in those Member States that still face significant bottlenecks in administrative
systems (some of EU12).

At the operational level it is strongly recommended that well-targeted information
channels be established; appropriate systems for project generation be selected;
application procedures be cleansed of confusing and overwhelming documentation
requirements (that differ widely from one funding scheme to another); and that post-award
procedures be made coherent with pre-award ones. Sufficient time for drafting applications,
with speedy decisions on project applications, a coherence of rules applied for the duration
of a project are also recommended. Another major bottleneck arises from the lack of pre-
finance (resulting from the real-cost principle shifting from the programme level to the
beneficiaries). In this respect the needs of applicants with scarce resources (NGO, SME)
should be better considered through the provision of co-financing.

Some further recommendations at this level include:

e The desirability of financial engineering instruments being implemented as an
alternative to limited grant resources,

e Support funding should be considered for the application phase, particularly for
SMEs and NGOs,

¢ Key findings of monitoring visits and audits should be disseminated to all
programme partners to allow for wider learning,

e The desirability of providing free personalised support for project application
development where this is not already available.

The recommendations cover a very wide spectrum of actions which could usefully be taken
to facilitate the access of potential applicants to Structural Fund support. They also identify
areas and questions which would benefit from further research and analysis. Among them

On 4 December 2007, the European Commission approved INTERACT 2007-13, a European Territorial
Cooperation Programme that covers the whole of the European Union, plus Norway and Switzerland. The
Programme aims to promote good governance of Community-funded Programmes that fall within the
framework of the European Territorial Cooperation Objective and has a total budget of around €40 million.
Community investment through the European Regional Development Fund (ERDF) amounts to some €34
million (Regional Policy - Inforegio, Website).
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is the request to eliminate different, sometimes conflicting, qualification and reporting criteria
for national and EU funding streams.
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