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EGF and ESF – an outline of issues and options




The relation between the ESF and the EGF – their complementarity and possible overlaps – and the specific rules and procedures governing both have been subject of debate since the EGF came into existence. One of the possible options for 2014-2020 would be to make the European Globalisation Adjustment Fund a part of the European Social Fund. 

This paper aims to describe for discussion within the ad-hoc group how the EGF could be integrated into the ESF and what options for the future of the EGF within the ESF present themselves. It should notably allow for speeding up the procedure of approval of applications. As today, the EGF would operate under shared management rules. 

The strength of the EGF

The EGF is a clear and visible expression of European solidarity to citizens. It receives positive press reports and has high visibility. Its uptake is on the increase, also thanks to more relaxed regulatory provisions which have been introduced during the crisis.

The main drawback is the heavy approval procedure, and the linked delay. Each Commission decision requires an approval by the Budgetary Authority i.e. Council and the European Parliament. It is notably this element of the EGF that requires adaptation.

Treaty basis

The Lisbon Treaty basis for the EGF is article 175 (159 TEC), which is part of the Cohesion Policy chapter. The European Social Fund legal basis is provided by article 162 (146 TEC) i.e. the article which establishes the Social Fund. This legal basis for the ESF does not impede it from being an integral part of Cohesion Policy. 

The legal text of article 162 (i.e. the European Social Fund), which concentrates on the employment opportunities of workers, provides a clear and appropriate basis for an ESF which integrates a crisis-reaction arm.

Complementarity EGF and ESF

The ESF has a medium term focus, putting in place the conditions for jobs and growth through investment in pre-dominantly employment, education and training, social inclusion and institutional capacity. One could as such argue that the ESF approach is preventive in nature.

The remit of the EGF is, within the employment domain, to extent European solidarity to workers made redundant as a result of major structural changes in world trade patterns or due to globalisation or the economic crisis. In comparison to the ESF, the EGF approach could be described as being curative. It is an immediate and active expression of European solidarity, in the hour of need.

Legal considerations

The Financial Regulation (in its present form) allows setting up a wide diversity of management systems in relation to shared management. The fact that the EGF already operates under shared management underlines this. The Financial Regulation refers for all important matters to the fund regulations (see articles 53 and 155-159), which have to define the specific provisions. These can, if deemed appropriate, in implementation terms integrate both the present EGF system and maintain something close to the present ESF system.

Impact on ESF and General Regulations

An integration of the EGF into the ESF implies that the future ESF regulation would have to adapt its subject matter, tasks and scope. In addition, a specific chapter for EGF should be envisaged in order to establish key elements for its implementation: intervention criteria, eligible actions and expenditure, type of financial contribution and applications. 

The General Regulation and/or general provisions part of the ESF regulation would also be impacted, for example as regards complementarity, compliance and coordination, technical assistance at the initiative of the Commission, information and publicity, reporting, contribution of the fund, budget procedure, payments, financial management and control, audit and evaluation.

The above discussion implies to some extent a simplification. A number of EGF provisions would be streamlined with those of the ESF, for example as regards the managing authority or reporting. At the same time, where necessary the specificities of the EGF could be maintained.

Options 

For defining the way the EGF could operate as part of the ESF three main options present themselves for discussion. Some aspects, such as the criteria for awarding support, could remain as at present.

(1) Integration into ESF Programmes

The EGF would be integrated into the ESF set-up along the lines of the contingency reserve system presently in place (article 51 General Regulation). A percentage of the global national ESF allocation should be reserved to this purpose. At present this is 1% for convergence and 3% for the regional competitiveness and employment objective. This could be done, as is currently the case, by integrating the national EGF allocation in a programme or by dedicating to the EGF a specific programme. It would be important, in order to ensure delivery of Community solidarity, to block the use of this funding in mainstream programmes/priorities i.e. no re-programming in case of non-absorption. 

This option requires, even when no action is undertaken, a continuous surveillance of the programme and budget absorption. Actual cases would require not only work on each case, but also have implications in terms of programme management. Hence, it terms of workload this option would for Member States be demanding.

(2) National envelopes with project by project management

EGF allocations per Member State would be pre-set at the Member State level. Member States would ensure approval of projects on the basis of criteria established in the regulation. Intervention rates could be modulated to coincide with SF/ESF intervention rates. They would also ensure management. Management, reporting and audit would be integrated with the ESF 

Due to the uncertain nature of the actions funded, the national allocation would require an important level of flexibility in case of insufficient or over-absorption in some Member States. The option requires even when no action is undertaken, a continuous surveillance of budget absorption.

(3) EGF as an expression of European Union solidarity

The EGF would have a specific Community budget allocation, including a specific technical assistance budget. On the basis of applications the Commission would make decisions on the basis of criteria established in the regulation. Intervention rates could be modulated to coincide with SF/ESF intervention rates. If deemed important, it could be envisaged to have a comitology procedure linked to each award decision. Such procedure would however delay significantly the approval process. 

This option would allow maintaining the present visibility. Non absorbed funding would be either re-used in future years or returned to the Community budget (and indirectly to Member States).

This approach is simple. It does not require Member State action as long as no case presents itself. And all further action is solely linked to the case(s) at hand without implications for ESF programmes. Management, reporting and audit of projects would be integrated with the ESF

Questions for discussion

The following questions could guide the discussion:

(4) Should the EGF be a stand-alone fund or would integration with the ESF be preferable? Which other ways exist to ensure complementarity between the two funds, while speeding-up the delivery of the EGF? 

(5) Should the EGF benefit from national allocations, despite the uncertainty where the funding is required, or does the nature of this type of assistance require a Community budget? Which other possibilities could be envisaged?

(6) In terms of practical provisions, should management and audit provisions for the EGF be as much as possible integrated into those of the Social Fund? What specific provisions would be required?
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