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Background Note

 Updated guidelines on the use of SCOs and way forward on FNLC



DG REGIO, in cooperation with DAC and DG EMPL, launched the revision of the Commission Notice Guidelines on the use of simplified cost options[footnoteRef:1] to adapt it to the rules set out in the 2021-2027 CPR. SCOs novelties introduced by the 2021-2027 legal framework demand for the update of the existing guidance, which will further help Member States in their effort to develop, implement and audit SCOs in this programming period. [1:  Commission Notice Guidelines on the use of Simplified Cost Options within the European Structural and Investment Funds (ESI) – Revised Version’ - 2021/C 200/01 - published in May 2021 (following changes brought by the Omnibus Regulation)] 


Currently, DG REGIO is preparing the first version of the updated Notice Guidelines on the use of SCOs. It is envisaged to launch the Interservice Consultation (ISC) within the Commission in April which allows to consult all relevant services on the document. Member States will also be consulted through the CPR Expert Group (tentative timing: May 2024).

This background document presents (1) the main novelties to be introduced in the Notice Guidelines on the use of SCOs, and (2) questions to be discussed by the TN members at the 16th Transnational Network around the three key topics related to the update of the Notice Guidelines. 

The background note also contains (3) questions to be addressed by the TN members on the fourth topic of discussions, i.e. on the way forward on FNLC.

1. Main elements foreseen for the new Notice Guidelines on the use of SCOs

This section lists the main novelties for the updated Guidelines on SCOs for the 2021-2027 programming period, including clarifications stemming from new legal interpretation questions. It does not include elements that are updated only minimally to reflect changes in the articles, or elements taken out from the guidance note as they are no longer relevant (e.g., references to the Omnibus Regulation, use of SCOs in operations generating net revenue).

For ease of reference, the list below is presented around the three key topics on which TN members are invited to discuss:

A. SCOs – design and implementation (including the two levels of reimbursement)

Setting up SCOs for the reimbursement of grants provided by Member States to beneficiaries (‘lower level’)

· The calculation methods in Article 53(3) CPR & some examples;

· Explanation of the off-the-shelf flat rates within the CPR: Flat rates for indirect costs (Article 54 CPR), flat rate for staff costs (Article 55 (1) CPR), staff costs calculated as an hourly rate (Article 55(2) - (4) CPR), flat rate for remaining eligible costs (Article 56(1) CPR);

· Mandatory use of SCOs: clarifications regarding the application of Article 53(2) CPR to the total cost of the operation; to the correct level ( i.e., operation to be co-financed) and point in time (signature of the document setting out the conditions for support); the exceptions  (some operations in the area of research and innovation); and examples.



Setting up simplified cost options for the reimbursement of the Union contribution to programmes (“upper level”) - new chapter introduced

· When to use simplified cost options for the reimbursement of the Union contribution to programmes;

· Consequences of Article 94 CPR for the implementation of operations, particularly the two payment levels (upper level: MS – COM, lower level: MS – Beneficiary);

· Setting up SCOs in the programme as part of the programme submission or of a request for its amendment

· Procedural steps 

· Content of a SCO proposal in line with Appendix 1, Annexes V and VI to the CPR 

· Application in time of the SCO adopted in the programme

· The use of SCOs set out in delegated acts from the Commission;

· Upper-level SCOs in payment applications;

· The specific case of the flat rate for technical assistance (Article 36 CPR).

Requirements related to the collection, storage and publishing of data

· Requirements of Article 72(1)(e) CPR to collect and store data in accordance with Annex XVII to the CPR: exception of fields 23 & 24 for indirect costs reimbursed in the form of a SCO, consequences for the application of Article 49(3)(a) CPR, i.e., the obligation to publish the name of contractors on the website with information on the programme.

Other elements

· Use of historical data and methodologies from previous programming periods;

· SCOs and closure.

B. SCOs – legal harmonization (horizontal principles)

Use of SCOs and public procurement & State aid rules (mainly clarifications stemming from legal Q&As)

· Use of SCOs in the case of public procurement, application of the 20% flat rate in Article 55(1) CPR;

· General principles on the compatibility with the GBER (General Block Exemption Regulation) for the reimbursement of grants provided by Member States to the beneficiaries; 

· Incentive effect in operations reimbursed in the form of simplified cost options;

· How to apply off the shelf flat rates in the context of the GBER;

· Specific provisions in the GBER and their compatibility with SCOs.

C. SCOs – Management verifications and Audit

Consequences for management verifications and audit (mainly reflecting clarifications in line with recent legal Q&As)

· General approach for management verifications and audit for upper and lower level SCOs;

· Compliance with applicable law (i.e., legality): assurance for the compliance with public procurement and state aid rules;

· Verification of the SCO methodologies by the audit authorities;

· Verification of the correct application of the SCO methodology;

· Verification of compliance with State aid rules in case of using SCOs as form of reimbursement to beneficiaries;

· Examples of errors linked to the use of SCOs.



2. Questions for discussions

For each of the three key topics above (A, B, C), TN members are invited to reply to the following: 

Question 1: In comparison to the Notice Guidelines for 2014-2020, which new elements do you think should be included in the updated version, which elements should be explained more extensively and which issues can be taken out?

Some additional sub-questions are listed below to guide TN members in their discussion:

· Are there frequent implementation problems in your Member State, which are not included in the list above and/or in the 2014-2020 Notice Guidelines?

· Is there any legal provision for the application of which you think an example in the Notice Guidelines would be helpful?

· Are there issues among the ones listed above on which the Commission should provide more extensive explanations? If yes, which points would need to be highlighted?

· Apart from the elements to be taken out as they are no longer relevant (e.g., related to the application in time before and after the Omnibus), are there any other parts which may be removed, e.g., because not strictly relevant and necessary guidance is already provided elsewhere or by other Commission services?

Question 2 (question across all three key topics) : Do you find the 2014-2020 Notice Guidelines user-friendly? Do you have any suggestions how to improve its structure?

3. Key topic D - FNLC: way forward on design, implementation and control

Commission has issued the EXPLANATORY NOTE on the application of Article 95(3) CPR - how assurance is provided when implementing a ‘financing not linked to costs’ (FNLC) scheme and is actively working with Member States to disseminate examples and good practices of setting up FNLC schemes under Article 95 CPR. The members of the ESF TN on Simplification have also prepared a Recommendation paper on Financing Not Linked to Costs,[footnoteRef:2] aiming to support Member States authorities – ESF+ but also ERDF/CF and JTF - in designing FNLC schemes. DG REGIO will also launch a study to delve into the different result-based schemes included in the Recovery and Resilience Plans in the areas of relevance for the ERDF/CF and JTF and look for measures which would be fit for transfer into ERDF/CF and JTF programmes in the form of financing not linked to costs schemes. [2:  https://european-social-fund-plus.ec.europa.eu/en/publications/recommendation-paper-financing-not-linked-costs] 


Question: Taking into account the elements above, what other tools/forms of support would you consider appropriate to help you in using FNLC in your 2021-2027 programmes?
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[bookmark: _Toc160710302]Background

At the 16th meeting of DG REGIO Transnational Network on Simplification (TN), that will be held in Riga on 14 and 15 March 2024, four sessions will be dedicated to discuss on updating the guidance on SCOs[footnoteRef:2] and defining the way forward on FNLC: [2:  https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.C_.2021.200.01.0001.01.ENG ] 


· Session II.1 - Introduction on updated guidance on SCOs and way forward on FNLC. TN members who participated in the multi-country workshop held in conjunction with the TN meeting will present preliminary proposals for updating the guidance on SCOs and defining a way forward on FNLC.

· Sessions II.2 and II.3 - Updated guidance on SCOs and way forward on FNLC (part 1 and 2). Participants are invited to discuss, in a world café session, around (4) key topics relevant for updating the EC guidance on SCOs and defining a way forward on FNLC. In particular, the sessions will serve to address the discussion points presented in Annex I.

· Session II.4 - Next steps for guidance on SCOs and way forward on FNLC. The outcomes of the world café session are reported back and discussed in plenary. The rationale of this session is to share the main proposals identified by TN members for updating the guidance on SCOs and defining a way forward on FNLC. 

This note presents the instructions for the world café session that will be held at the TN meeting. 

		[image: Immagine che contiene nero, oscurità

Descrizione generata automaticamente]In preparation for the meeting, TN members are kindly invited to:

· Consult the background note ‘Updated guidelines on the use of SCOs and way forward on FNLC’ prepared by the Commission (see background documents for session II.1)

· Read the instructions for the world café presented in the following section of this background note.

· Reflect on how to address the 4 key topics and related discussion points in Annex I.










[bookmark: _Annex_1_–][bookmark: _Instructions_for_the][bookmark: _Toc97303925][bookmark: _Toc160710303]Instructions for the world café session

At the 16th meeting of the TN, participants will be invited to discuss in a world café (sessions II.2 and II.3 of the meeting agenda) around 3 key topics relevant for updating the EC guidance on SCOs and 1 topic relevant for defining a way forward on FNLC. 

A. SCOs – design and implementation (including the two levels of reimbursement)

B. SCOs – legal harmonization (horizontal principles)

C. SCOs – management verifications and Audit

D. FNLC: way forward on design, implementation and control.

In particular, participants will be invited to address the discussion points presented in Annex I.

The purpose of the world café is to identify TN proposals for updating the guidance on SCOs and defining a way forward on FNLC.

The world café will be organised as follows: 

· The world café is built around the 4 key topics (A-D).

· Participants will be divided into 12 groups. The composition of the groups will be circulated before the meeting. 

· All groups will have the opportunity to discuss all (4) topics. The topics will be addressed in 4 parallel rounds. Approximately 40 minutes will be available for each topic (round). 

· The discussion will be supported by 12 facilitators (three for each of the 4 topics). The facilitators will join the groups to introduce the topic and the relevant discussion points presented in Annex I and to collect insights and proposals from the group. At the end of each round, the facilitators will rotate and will join another table. By the end of the world café session, each facilitator should have joined 4 tables. 

· The schedule for the rounds of discussion, indicating the topic that will be addressed by each group in each round, is presented in Table 1.

The outcomes of the world café session (i.e. the proposals identified by the groups and collected by the facilitators) will be reported back and discussed in plenary within the first session of Day 2 (i.e. session II.4 of the meeting agenda – from 9:15 to 10:25 on 15th March). 
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[bookmark: table]Table 1 - Schedule for the rounds of discussions 

		



		

		Rounds of discussions



		Group

		First round

14:00 - 14:40

		Second round

14:40-15:20

		Third round

15:40 - 16:20

		Fourth round

16:20 - 17:00



		1

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 1 (Topic A)

		Topic B

SCOs – legal harmonization (horizontal principles)

Facilitator 4 (Topic B)

		Topic C

SCOs – Management verifications and Audit

Facilitator 7 (Topic C)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 10 (Topic D)



		2

		Topic B

SCOs – legal harmonization (horizontal principles)

 Facilitator 4 (Topic B)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 1 (Topic A)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 10 (Topic D)

		Topic C

SCOs – Management verifications and Audit

Facilitator 7 (Topic C)



		3

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 2 (Topic A)

		Topic B

SCOs – legal harmonization (horizontal principles)

Facilitator 5 (Topic B)

		Topic C

SCOs – Management verifications and Audit

Facilitator 8 (Topic C)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 11 (Topic D)



		4

		Topic B

SCOs – legal harmonization (horizontal principles)

 Facilitator 5 (Topic B)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 2 (Topic A)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 11 (Topic D)

		Topic C

SCOs – Management verifications and Audit

Facilitator 8 (Topic C)



		5

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 3 (Topic A)

		Topic B

SCOs – legal harmonization (horizontal principles)

Facilitator 6 (Topic B)

		Topic C

SCOs – Management verifications and Audit

Facilitator 9 (Topic C)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 12 (Topic D)



		6

		Topic B

SCOs – legal harmonization (horizontal principles) 

Facilitator 6 (Topic B)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 3 (Topic A)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 12 (Topic D)

		Topic C

SCOs – Management verifications and Audit

Facilitator 9 (Topic C)



		7

		Topic C

SCOs – Management verifications and Audit

Facilitator 7 (Topic C)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 10 (Topic D)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 1 (Topic A)

		Topic B

SCOs – legal harmonization (horizontal principles) 

Facilitator 4 (Topic B)



		8

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 10 (Topic D)

		Topic C

SCOs – Management verifications and Audit

Facilitator 7 (Topic C)

		Topic B

SCOs – legal harmonization (horizontal principles)

Facilitator 4 (Topic B)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 1 (Topic A)



		9

		Topic C

SCOs – Management verifications and Audit

Facilitator 8 (Topic C)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 11 (Topic D)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 2 (Topic A)

		Topic B

SCOs – legal harmonization (horizontal principles) 

Facilitator 5 (Topic B)



		10

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 11 (Topic D)

		Topic C

SCOs – Management verifications and Audit

Facilitator 8 (Topic C)

		Topic B

SCOs – legal harmonization (horizontal principles)

Facilitator 5 (Topic B)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 2 (Topic A)



		11

		Topic C

SCOs – Management verifications and Audit

Facilitator 9 (Topic C)

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 12 (Topic D)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 3 (Topic A)

		Topic B

SCOs – legal harmonization (horizontal principles) 

Facilitator 6 (Topic B)



		12

		Topic D

FNLC: way forward on design, implementation and control

Facilitator 12 (Topic D)

		Topic C

SCOs – Management verifications and Audit

Facilitator 9 (Topic C)

		Topic B

SCOs – legal harmonization (horizontal principles)

Facilitator 6 (Topic B)

		Topic A

SCOs – design and implementation (including the two levels of reimbursement)

Facilitator 3 (Topic A)







[bookmark: _Annex_1_–_1][bookmark: _Annex_I_–][bookmark: _Toc160710304]Annex I – Key topics and related discussion points

		Topic

		Discussion points



		A. SCOs – design and implementation (including the two levels of reimbursement)

		Question 1: In comparison to the Notice Guidelines for 2014-2020, which new elements do you think should be included in the updated version, which elements should be explained more extensively and which issues can be taken out?

Some additional sub-questions are listed below to guide TN members in their discussion:

· Are there frequent implementation problems in your Member State, which are not included in the list included in the EC background note for session II.1 and/or in the 2014-2020 Notice Guidelines?

· Is there any legal provision for the application of which you think an example in the Notice Guidelines would be helpful?

· Are there issues among the ones listed in the EC background note for session II.1 on which the Commission should provide more extensive explanations? If yes, which points would need to be highlighted?

· Apart from the elements to be taken out as they are no longer relevant (e.g., related to the application in time before and after the Omnibus), are there any other parts which may be removed, e.g., because not strictly relevant and necessary guidance is already provided elsewhere or by other Commission services?

[image: Immagine che contiene nero, oscurità

Descrizione generata automaticamente]Question 2: Do you find the 2014-2020 Notice Guidelines user-friendly? Do you have any suggestions on how to improve its structure? 

NB: the above questions / discussion points are relevant for all three key topics on SCOs (i.e. topics A, B and C). When addressing the questions please focus on the specific aspects relevant for each topic. 



		B. SCOs – legal harmonization (horizontal principles)

		



		C. SCOs – Management verifications and Audit

		



		D. FNLC: way forward on design, implementation and control

		Commission has issued the EXPLANATORY NOTE on the application of Article 95(3) CPR - how assurance is provided when implementing a ‘financing not linked to costs’ (FNLC) scheme and is actively working with Member States to disseminate examples and good practices of setting up FNLC schemes under Article 95 CPR. The members of the ESF TN on Simplification have also prepared a Recommendation paper on Financing Not Linked to Costs,[footnoteRef:3] aiming to support Member States authorities – ESF+ but also ERDF/CF and JTF - in designing FNLC schemes. DG REGIO will also launch a study to delve into the different result-based schemes included in the Recovery and Resilience Plans in the areas of relevance for the ERDF/CF and JTF and look for measures which would be fit for transfer into ERDF/CF and JTF programmes in the form of financing not linked to costs schemes. [3:  https://european-social-fund-plus.ec.europa.eu/en/publications/recommendation-paper-financing-not-linked-costs] 


Question 3: Taking into account the elements above, what other tools/forms of support would you consider appropriate to help you in using FNLC in your 2021-2027 programmes?
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[bookmark: _Toc160722783]Background

At the 16th meeting of DG REGIO Transnational Network on Simplification (TN), that will be held in Riga on 14 and 15 March 2024, three sessions will be dedicated to ‘performance-based approaches and FNLC’ in ERDF/CF and JTF programmes:

· Session III.1 – Introduction on performance-based approaches and FNLC, by representatives of the European Commission.

· Session III.2 - Developing FNLC schemes in practice: group exercise. TN members are invited to develop draft FNLC schemes, based on feasibility studies covering policy areas relevant for ERDF/CF/JTF programmes:

· Feasibility study 1 – on ‘Promoting sustainable multimodal urban mobility’

· Feasibility study 2 – on ‘Skills for smart specialisation and transition’

· Feasibility study 3 – on ‘Climate change adaptation and risk prevention’.

· Session III.3 - Developing FNLC schemes in practice: panel discussion. Presenting the draft FNLC schemes developed and addressing the key issues and solutions identified by participants around the practical development of FNLC proposals.

This note presents the instructions for the group exercise and panel discussion that will be held at the TN meeting. 



		[image: ]In preparation for the meeting, TN members are kindly invited to:

· Read the instructions presented in the following section of this background note.

· Consult the (3) feasibility studies, included in the background documents for the TN meeting.
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At the 16th meeting of the TN, following a brief introduction by representatives of the European Commission, participants will be invited to carry out a group exercise (session III.2 of the meeting agenda). In particular, TN members will be invited to develop draft FNLC schemes, based on feasibility studies covering three policy areas relevant for ERDF/CF/JTF programmes:

· Feasibility study 1 – on ‘Promoting sustainable multimodal urban mobility’

· Feasibility study 2 – on ‘Skills for smart specialisation and transition’

· Feasibility study 3 – on ‘Climate change adaptation and risk prevention’.



Rationale and functioning of the group exercise (session III.2)

The rationale of the session is to identify:

1. Key issues that should be addressed by the Member States to develop the feasibility studies into actual FNLC proposals under article 95 (Annex V – Appendix 2) of the Common Provisions Regulation (CPR).

2. Solutions that could be implemented to overcome the key issues identified by the groups.



The group exercise in session III.2, on 15 March, will be organised as follows:

I. Starting group discussions - at 10:30 participants will be invited to start discussing in groups. The composition of the groups will be provided before the meeting.

II. Appointing the group rapporteur – the first task for the group is to appoint one rapporteur who will be invited to collect and report back the key outcomes of the exercise.

III. Carrying out the group exercise and identify key issues and solutions:  

· Each group is invited to develop a draft FNLC scheme using the template set out in Annex V – Appendix 2 CPR, based on one feasibility study (covering one specific policy area). The combination of groups and feasibility studies (i.e. what feasibility study will be discussed by each group) will be presented at the meeting[footnoteRef:1]. [1:  Even though at the meeting each group will work only on one feasibility study, participants are kindly invited to consult all (3) feasibility studies in preparation for the meeting. This would allow participants to better follow the panel discussion in session III.3.] 


· During the development of the FNLC scheme, participants are kindly invited to share their views on the following questions:

Q.1	What key issues should be addressed by the Member States to develop an actual FNLC scheme based on the feasibility study?

Q.2 	What solutions could be implemented to overcome the key issues identified by the group? 

· The rapporteur takes note of the key issues and solutions shared by group members using the template in Annex 1. 

IV. Returning the template to the TN coordinator – at 11:20, group rapporteurs will be invited to return the templates by e-mail to:  lucasantin.eu@gmail.com. After having submitted the templates, each rapporteur will be kindly invited to join the rapporteurs of the other groups which have worked on the same feasibility study (policy area) to prepare the reporting back for the panel discussion (see the instructions in the section below).

Consolidation of outcomes and panel discussion (session III.3)

As mentioned in the previous session, at the end of the group discussion (at 11:20) each rapporteur will be invited to join the rapporteurs of the other groups which have worked on the same feasibility study (policy area).

During the (extended) coffee break, from 11:20 to 11:50, the 3 teams of rapporteurs, each covering one policy area, will be invited to:

· Briefly discuss the key issues and solutions they have noted down during the group exercise in the respective groups

· Consolidate the outcomes of discussions from the different groups into a unique set of key issues and solutions, relevant for the policy area.

At 11:50, the 3 teams of rapporteurs will be invited to briefly present, in plenary, the consolidated set of key issues and solutions around the policy areas addressed by the respective groups, e.g.:

· Team 1 (composed of rapporteurs for groups 1-4) will present the key issues and solutions to develop a FNLC scheme based on the feasibility study on ‘Promoting sustainable multimodal urban mobility’

· Team 2 (composed of rapporteurs for groups 5-8) will present the key issues and solutions to develop a FNLC scheme based on the feasibility study on ‘Skills for smart specialisation and transition’

· Team 3 (composed of rapporteurs for groups 9-12) will present the key issues and solutions to develop a FNLC scheme based on the feasibility study on ‘Climate change adaptation and risk prevention’.

The key issues and solutions presented by the 3 teams of rapporteurs will be addressed within a panel discussion with representatives of DG REGIO Unit F.1 ‘Better implementation and closure’ and REGIO-EMPL Joint Audit Directorate for Cohesion. 
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16th meeting of the TN - Session III.2 – Group exercise on FNLC



Group N. _ (please indicate the number of your group) _

Based on the outcomes of the group exercise, please indicate in the table below the key issues and solutions you have identified to develop a FNLC scheme based on the proposed feasibility study.



		Q.1 Key issues

		Q.2 Solutions



		Please indicate below key issues should be addressed by the Member States to develop an actual FNLC scheme based on the feasibility study.

NB: when formulating the issue please specify the part(s) of Annex V – Appendix 2 to which the issue refers (e.g., indicator definition, intermediate deliverable, amounts etc…). 

		Please indicate below possible solutions that could be implemented to overcome the key issues identified by the group.



		1. 

		1. 



		2. 

		2. 



		3. 

		3. 



		4. 

		4. 



		…….

		…….
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Appendix 2:

Union contribution based on financing not linked to costs

Template for submitting data for the consideration of the Commission (Article 95 CPR)



		Date of submitting the proposal

		



		

		







This Appendix is not required when amounts for Union-level financing not linked to costs established by the delegated act referred to in Article 95(4) CPR are used.
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A. 	Summary of the main elements

		Priority

		Fund

		Specific objective

		Category of region

		The amount covered by the financing not linked to costs

		Type(s) of operation covered

		Conditions to be fulfilled/results to be achieved triggering reimbursement by the Commission

		Indicator

		Unit of measurement for the conditions to be fulfilled/results to be achieved triggering reimbursement by the Commission

		Envisaged type of reimbursement method used to reimburse the beneficiary or beneficiaries



		

		

		

		

		

		Code[footnoteRef:2] [2:  This refers to the code for the intervention field dimension in Table 1 of Annex I to the CPR and Annex IV to the EMFAF Regulation.] 


		Descriptio n

		

		Code[footnoteRef:3] [3:  This refers to the code of a common indicator, if applicable] 
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B.	Details by type of operation (to be completed for every type of operation)



		1. Description of the operation type

		



		2. Specific objective(s)

		



		3. Conditions to be fulfilled or results to be achieved

		



		4. Deadline for fulfilment of conditions or results to be achieved

		



		5. Indicator definition

		



		6. Unit of measurement for conditions to be fulfilled/results to be achieved triggering reimbursement by the Commission

		



		7. Intermediate deliverables (if applicable) triggering reimbursement by the Commission with schedule for reimbursements

		Intermediate deliverables

		Envisaged date

		Amounts (in EUR)



		

		

		

		



		

		

		

		



		

		

		

		



		

		





		

		



		8. Total amount (including Union and national funding)

		



		9. Adjustment(s) method

		



		10. Verification of the achievement of the result or condition (and where relevant, the intermediate deliverables):

- describe what document(s)/system will be used to verify the achievement of the result or condition (and where relevant, each of the intermediate deliverables);

- describe how management verifications (including on-the-spot) will be carried out, and by whom;

- describe what arrangements will be made to collect and store relevant data/documents.

		



		11. Use of grants in the form of financing not linked to costs

Does the grant provided by Member State to beneficiaries take the form of financing not linked to costs? [Y/N]

		



		12. Arrangements to ensure the audit trail

Please list the body(ies) responsible for these arrangements.
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2.4. Feasibility checks

24.1. FCI1: Promoting sustainable multimodal urban mobility

In accordance with the policy objectives set out in Article 5(1) of Regulation (EU) 2021/1060, the
ERDF/CF shall support, among others, the objective of contributing to ‘a greener, low-carbon
transitioning towards a net zero carbon economy and resilient Europe by promoting clean and fair
energy transition, green and blue investment, the circular economy, climate change mitigation and
adaptation, risk prevention and management, and sustainable urban mobility” (Policy Objective 2).

In this feasibility check, we focus on one of the eight specific objectives of Policy Objective 2, which is
promoting sustainable multimodal urban mobility, as part of the transition to a net zero carbon
economy (RSO2.8).

The section is structured as follows. First, we present the main findings, detailing the operations
considered for the result-based tools, as well as potential indicators and data sources that could be used
to establish the amounts linked to achieving the results. Second, we present an overview of the potential
FNLC in the selected area, showing the most promising alternatives.

2.4.1.1  Operations considered for result-based tools

The first step of the analysis conducted by the research team was to review, classify and define
operations considered for result-based tools. By examining the available information on 109
programmes planned for the period of 2021-2027 across 21 Member States, funded by either the ERDF
or the CF (according to the Dataset ‘2021-2027 Finances details’ of the European Commission Cohesion
Open Data Platform)33, we observed that programmes categorised under the sustainable urban
mobility sub-area encompass a total of 24 intervention fields. Below we list the most common ones,
i.e. fields covered by programmes in three or more Member States:

e clean urban transport infrastructure, present in 21 Member States;

e cycling infrastructure, present in 19 Member States;

e clean urban transport rolling stock, present in 15 Member States;

e alternative fuels infrastructure, present in 15 Member States;

o digitalisation of transport when dedicated in part to greenhouse gas emissions reduction:
urban transport, present in 12 Member States;

e digitalisation of urban transport, present in 12 Member States;

e air quality and noise reduction measures, present in 8 Member States.

% Available at: https://cohesiondata.ec.europa.eu/2021-2027-Categorisation/2021-2027-Finances-details-categorisation-multi-fu/hgyj-gyin. Last
access: 6 Apr 2023.
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In Table 17, we illustrate potential interventions in the area by presenting three examples of
programmes related to the sub-area of sustainable urban mobility from three different countries (Spain,
Portugal, and Belgium).
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Table 17. Examples of supported operations / projects in the area of sustainable urban mobility

PROGRAMME

Canarias (Spain)

Algarve Regional
Programme

(Portugal)

Flanders (Belgium)

SUPPORTED OPERATIONS / PROJECTS

Facilitating internal and external access to collective transport stations, improving the possibilities of
transporting bicycles on urban and interurban public transport, installing bicycle rental or public bicycle
services, and launching campaigns to promote the combined use of bicycles and public transport.
Conserving and improving existing public transport infrastructure to efficiently meet mobility demand, as
well as optimising the use of the infrastructure through demand management measures.

Promoting energy efficiency in public transport infrastructure and facilities.

Developing pilot programmes for the study and implementation of demand management measures, the
development of an integrated information and management system for urban / interurban public transport,
improving its connectivity with other modes of transport and adopting homogeneous ticket systems between
different urban areas, standardising the collection and treatment of basic transport data, or developing urban

transport systems with reserved platforms, among others.

Connection in a dedicated public transport system between Faro-Aeroporto-Universidade do Algarve-Parque
das Cidade-Loulé-Olhdo, supporting the largest population concentration in the south of the country.
Sustainable Urban Logistics Plans and other studies supporting the planned interventions.

Creation of logistics spaces and systems for restriction and control of loading and unloading.

Promotion of multimodal logistics interfaces.

Creation / requalification of regional cycling structure and isolated pedestrian and cycling areas in each urban
centre.

Management systems for circulation and parking that prioritise soft modes and public transport.
Development of smart mobility solutions and integrated information platforms.

Flexibilisation of transport systems by adapting services to less densely populated areas.

Further roll-out of mobi points as a contribution to the modal shift and development of alternative /
sustainable modes of mobility, e.g. by providing adapted transfer infrastructure, bicycle parking facilities,
charging stations, among others.

Pilot and demo projects that promote multimodality.

Further roll-out of bicycle highways.

INTERVENTION FIELDS

Air quality and noise reduction
measures

Clean urban transport infrastructure
Clean urban transport rolling stock
Cycling infrastructure

Digitalisation of urban transport
Digitalisation of urban transport -—
GHG emission reduction

Alternative fuels infrastructure

Clean urban transport infrastructure
Clean urban transport rolling stock
Cycling infrastructure

Digitalisation of urban transport
Digitalisation of urban transport —

GHG emission reduction

Clean urban transport infrastructure
Cycling infrastructure
Digitalisation of urban transport -—

GHG emission reduction
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PROGRAMME

SUPPORTED OPERATIONS / PROJECTS

Pilot projects on Intelligent Transport Systems: Integrating information and communication technologies in
road transport with other modes of transport (smart data-driven traffic management).

Multimodal infrastructure projects specifically aimed at the transition from trucks to more sustainable
infrastructure such as rail and inland shipping.

Local distribution projects such as delivery with smaller, electric vehicles; more efficient loading and
unloading, delivery by water, among others.

Projects that improve the preconditions for green mobility (e.g. electric, hydrogen-based on renewable
energy), aimed at making public transport more accessible.

Removing the barriers that stand in the way of the transition to sustainable modes of transport.

Pilot projects on the Internet of Things, e.g. devices / sensors to improve route planning in the context of
mobility, increase the efficiency of public transport, optimise traffic light schedules, variable speed limits, etc.
Innovative projects that convert big data into tailor-made smart data.

Projects that improve both the connection between the mobility networks and modes internally in Flanders
and the connection of the Flemish mobility networks with those in the neighbouring regions at home and

abroad.

Source: Dataset “2021-2027 Finances details’, complemented by official programme documentation.

INTERVENTION FIELDS
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After reviewing the programmes listed in the table above, it becomes evident that projects in this area
may have a broad scope, including operations in multiple fields of intervention simultaneously.
However, despite the heterogeneity of intervention fields within the selected sub-area, we also see a
significant overlap between the operations supported in the analysed programmes. For example,
looking at the list of 109 current programmes under ERDF/CF funds, we observe that almost half of
them cover, at the same time, projects related to the three main intervention fields listed previously, i.e.
clean urban transport infrastructure (present in 73 % of programmes in this area), cycling
infrastructure (82 % of programmes) and urban transport rolling stock (65 % of programmes)(Error!
Reference source not found.).

Figure 2. Overlap of intervention fields in the sub-area of sustainable urban mobility

Jo

CYCLING
INFRASTRUCTURE

14%

CLEAN URBAN 7%  CLEAN URBAN
TRANSPORT TRANSPORT
INFRASTRUCTURE ROLLING STOCK

6% 4%

Source: Prepared by the study team, based on the dataset ‘2021-2027 Finances details’.

Considering the weight of these three intervention fields, the next sections of the present feasibility
check will focus on potential FNLC(s) for investment in cycling infrastructure, clean urban transport
rolling stock and clean urban transport infrastructure.

2.4.1.2 Result indicators considered for result-based tools

In this section, we elaborate on potential result indicators considered for the development of FNLC
solutions. Error! Reference source not found. illustrates the intervention logic for the urban mobility
field, showcasing the expected outcomes and results of funded operations in the investment area under
examination and focusing on operations related to clean urban transport infrastructure (including
rolling stock), as well as cycling infrastructure. The elaboration of outputs, results, and impacts listed
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in the figure is inspired by the European Parliament and Council's Regulation (EU) 2021/1058, which
defines common indicators to assess each specific objective for the ERDF and the CF3.

Figure 3. Sustainable urban mobility intervention logic

OBJECTIVE: promoting sustainable multimodal urban mobility, as part of transition to a

net zero carbon economy

ACTIVITIES OUTPUT RESULTS IMPACT @
Establishing or Increased length of Increased users of new Promotion of sustainable
upgrading clean urban new, reconstructed or or modernised clean multimodal urban mobility
transport infrastructure modernised clean urban urban transport

transport Reduction of carbon
Establishing or Increased users of emissions and
upgrading clean urban Increased capacity of dedicated cycling improvement of air
transport rolling stock environmentally friendly infrastructure quality

collective public transport
Contribution to the
transition to a net-zero
carbon economy

Establishing or
upgrading cycling Increased dedicated
infrastructure cycling infrastructure

Source: Prepared by the study team based on Regulation (EU) 2021/1058.

When identifying indicators to serve as a base for developing FNLC solutions, a valuable resource is
the set of common indicators used by the European Regional Development Fund and the Cohesion
Fund. These indicators are deemed relevant as they are grounded in the primary strategies of the
European Union, and also allow for comparisons across different programmes and Member States.

The main source of the most recent information on common ERDF/CF result indicators is national
agents, such as programme managing authorities. However, initial information about the indicators
that are being tracked in the current period can be found in the dataset '2021-2027 Achievement Details’.
The latter is available on the European Commission Cohesion Open Data Platform3. The dataset
contains data on the indicators for measuring the performance of adopted 2021-2027 programmes,
including information on both common and specific output and result measures. It currently provides
information on the initially planned indicator values. However, from 2023 onwards, it is intended to
also incorporate time-series information on targets, as well as cumulative amounts reported for decided
and implemented values.

Based on the above-mentioned dataset, we identified the following result-based indicators being
tracked during the 2021-2027 period by projects funded by ERDF/CF in sustainable urban mobility:

e annual users of dedicated cycling infrastructure (RCR64);
e annual users of new or modernised public transport (RCR62);
e annual users of new or modernised tram and metro lines (RCR63);

3 Available at: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:02021R1058-20210630&qid=1681300139712&from=en. Last
access: 13 Apr 2023.

% Available at https://cohesiondata.ec.europa.eu/2021-2027-Indicators/2021-2027-Achievement-Details-multi-funds-/xi3a-zddk. Last access: 12
Apr 2023.
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e estimated greenhouse emissions (RCR29);

e jobs created in supported entities (RCRO01);

e population benefiting from measures for air quality (RCR50);

e private investments matching public support (of which: grants, financial instruments)
(RCRO2);

e small and medium-sized enterprises introducing product or process innovation (RCR03);

e users of new and upgraded public digital services, products and processes (RCR11).

Table 18 details the number of Member States tracking each indicator mentioned above. We can observe
that the most used common ERDF/CF indicators in the current period for programmes on sustainable
urban mobility are: annual users of dedicated cycling infrastructure (RCR64), which is being tracked
by 17 Member States; annual users of new or modernised public transport (RCR62), which is tracked
by 15 Member States; annual users of new or modernised tram and metro lines (RCR63), tracked by
10 Member States; and estimated greenhouse emissions (RCR29), tracked by 13 Member States. Three
of these indicators (see Table 19 for further details) are directly related to operations discussed in the
previous section, i.e. clean urban transport infrastructure (related to indicator RCR62), clean urban
transport rolling stock (related to RCR63) and cycling infrastructure (related to RCR64).

Table 18. Common ERDF/CF indicators in the area of sustainable urban mobility

RCRé64 RCRé62 RCR63 RCR29 RCRO01 RCR50 RCRO02 RCRO03 RCR11
BE X

CY X

Ccz X X X X X

DE X X X X X

EE X X

EL X X X X
ES X X X X

FR X X X X

HR X X X X

HU X X X

IT X X X X X X
LT X X X

LV X

MT X

PL X X X X

PT X X X X

RO X X X X

SE X

SI X X

SK X X X

Total 17 15 10 13 1 2 1 1 2

Source: Prepared by the study team, using the dataset ‘2021-2027 Achievement Details’.
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Table 19. Overview of selected indicators in the area of sustainable urban mobility

INDICATOR
CODE

RCRé62

RCR63

RCRé64

INDICATOR
NAME

Annual users of
new or
modernised

public transport

Annual users of
new or
modernised tram

and metro lines

Annual users of
dedicated cycling
infrastructure

MEASUREMENT
UNIT

users/year

users/year

users/year

Source: Metadata of common ERDF/CEF/JTF indicators?.

DEFINITION AND CONCEPTS

Annual users of new or modernised public transport financed by supported
projects. Public transport covers urban and suburban, such as bus, trolley bus,
water bus lines (which are not tram, metro — see RCR63). Modernisation of public
transport refers to significant improvements in terms of infrastructure, and access

and quality of service.

Annual users of new or modernised tram and metro lines financed by supported
projects. The indicator also covers urban and suburban rail lines. Modernisation of
these transport services refers to significant improvements in terms of
infrastructure, and access and quality of service. Urban and suburban rail lines
refer to networks that are functionally separate from the rest of the railway system
and intended only for the operation of local, urban or suburban passenger

services.

Annual users of dedicated cycling infrastructure financed by supported projects.
Dedicated cycling infrastructure includes cycling facilities separated from roads
for vehicular traffic or other parts of the same road by structural means (kerbs,
barriers), cycling streets, cycling tunnels, etc.

% Available at: https://cohesiondata.ec.europa.eu/2021-2027-Indicators/2021-2027-ERDE-CF-JTF-Common-Indicators/4t73-mihb. Last access: 13 Apr 2023.

TIME MEASUREMENT

ACHIEVED

One year after the
completion of output in

the supported project.

One year after the
completion of output in
the supported project.

One year after the
completion of output in
the supported project.
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Based on desk research, we provide our assessment of each of the selected result-based indicators based
on the criteria detailed in Table 20. Our assessment is presented in Table 21.

Table 20. Criteria for feasibility assessment

CRITERIA DESCRIPTION

Relevance Relevance of the results indicator towards main EU strategies, based on desk
research and/or consultation with Member States.

Robustness Relates to the available data, its completeness and comprehensiveness. This
presumes that all data points needed for calculations and establishment of a
particular FNLC are sufficiently covered in the data sample, whereas the latter
provides a reasonable coverage of Member States. Incomplete data (i.e. provisional
/ estimated data or data gaps) are as dangerous as inaccurate data. Gaps in data
lead to a partial view of the overall picture. Without a complete picture, FNLC may
be calculated through uninformed actions.

Practicality & Relates to the administrative burden of the prospective arrangements for the audit

perversity trail and the documentation required to verify that results have been achieved
and/or conditions have been met. Administrative burden level depends on the
scope, detail and accessibility of evidence required to validate or invalidate the
achievement of results. It also relates to the possibility of undesirable effects of the
FNLC, risks of perverse incentives or unintended negative effects of applying the
proposed FNLC solution (such as creaming / cherry-picking in the selection of
participants¥ or parking3®).

Source: Prepared by the study team.

Table 21. Assessment of selected indicators in the area of sustainable urban mobility

CRITERIA DESCRIPTION

Relevance These common ERDF/CF indicators are overall relevant, as they are rooted in the
main EU strategies, being directly related to the area of sustainable urban mobility.
More precisely:

e Annual users of new or modernised public transport is related to the
intervention field of clean urban transport infrastructure.

e Annual users of new or modernised tram and metro lines is related to the
intervention field of clean urban transport rolling stock.

e Annual users of dedicated cycling infrastructure is related to the
intervention field of cycling infrastructure.

Robustness Based on desk research and information available on programmes being
implemented in the 2021-27 period considering 20 Member States providing

% The act of creaming and cherry-picking involves choosing participants who are the easiest to help, to ensure that providers can meet the desired
outcomes.

3 Parking is a practice where providers attempt to minimise costs by providing minimal assistance to those with the lowest anticipated outcomes,
while concentrating their resources on clients who have better prospects.
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CRITERIA

Practicality &
perversity

DESCRIPTION

information on indicators in the area of sustainable urban mobility, the result-based
indicators on:

e Annual users of new or modernised public transport is tracked by 15
Member States in the current period, indicating high comprehensiveness of
the indicator.

e Annual users of new or modernised tram and metro lines is tracked by 10
Member States in the current period, indicating moderate
comprehensiveness of the indicator.

e Annual users of dedicated cycling infrastructure is tracked by 17 Member
States in the current period, indicating high comprehensiveness of the
indicator.

At the moment, the study team does not have access to the collected data from
countries in order to verify its completeness / quality. The information will be fact-
checked after further consultations with the Member States.

An FNLC based on annual users of new or modernised public transport or annual
users of new or modernised tram and metro lines should not be administratively
burdensome, as access to information regarding the number of users should be
readily available upon request from institutions responsible for ticket sales and
access control, such as data on purchases and use of gates / turnstiles.

However, in the case of the annual users of dedicated cycling infrastructure, there
is a challenge associated with accurately monitoring the number of new users of
cycling infrastructure in a way that is audit-friendly. This challenge can be mitigated
if the project is accompanied by implementing an automated way to count cyclists
(such as by implementing radars). This solution, however, may increase the cost of
interventions in this area.

Perverse incentives such as creaming and cherry-picking are reduced for the three
indicators, but still present. Beneficiaries might, for instance, choose to implement
projects in more populated areas where there are already other types of sustainable
transport available, in order to receive a larger outcome-based payment, therefore
neglecting certain areas. For instance, in the case of cycling infrastructure,
beneficiaries may focus on areas where there are already a high number of cyclists,
only to receive a larger outcome-based payment, therefore neglecting areas where
cycling infrastructure could be more needed (e.g. areas with low coverage of buses
and trains). In the case of public transport, beneficiaries may also offer services at
lower fares only to increase temporarily the number of users. Requesting
information on available modes of sustainable transport in the area, as well as their
prices, can help reduce this type of perverse incentive. Additionally, there is also a
risk that beneficiaries focus more on increasing the number of users than on the
quality of the service provided. In that regard, the implementation of satisfaction
surveys can help monitor the quality of the service and decrease the risk.

Although all the three indicators measure overall usage without considering
differences in transport mode users, the risk of parking is still present if
infrastructure construction regulations do not require accommodations for
individuals with disabilities. To mitigate this risk, a reimbursement condition based
on infrastructure adaptations for individuals with disabilities could be added.

It is important to note that the mitigation measures mentioned above are merely
advisory and thus do not require inclusion in the audit trail within a potential EU-
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CRITERIA DESCRIPTION

level FNLC scheme. However, these measures could potentially be implemented at
the programme level in due course.

Source: Prepared by the study team.
2.4.1.3 Amounts linked to achievement of results

Concerning establishing financial amounts for the selected indicators, the study team revised four
potential data sources.

The first (and the most feasible) is the publication ‘Handbook on the external costs of transport’®, the
result of a study commissioned by the European Commission. It provides an overview of the
methodologies and input values which can be used to estimate all main external costs of transport.
External costs (or externalities), in this report, are understood as the result of actions of one individual
or group on another individual or group that generate an impact that is not accounted for or
compensated by the responsible party. The external transport costs reflect the difference between social
costs, which include all expenses related to the provision and use of transport infrastructure, and the
private costs directly incurred by the transport user.

The study provides figures for total, average and marginal external transport costs in all EU countries.
Financial figures are expressed in Euro price levels of 2016, with average and marginal amounts
expressed in Euro-cent per PKM (Passengers-Kilometres)%. Calculations of external costs consider all
main externalities of transport: accidents; air pollution; climate change; noise; congestion; well-to-tank
emissions; habitat damage; other external cost categories (e.g. soil and water pollution). In this
handbook, transport infrastructure costs are not considered, as they are part of another study (which
will also be discussed below).

Among other modes, the study considers road (passenger car, motorcycle, bus, coach, light commercial
vehicles and heavy goods vehicles) and rail transport (high-speed passenger train, passenger train
electric, passenger train diesel, freight train electric and freight train diesel). Thus, values in this report
can be a potential source of financial information related to indicators: Annual users of new or
modernised public transport and Annual users of new or modernised tram and metro lines.

One advantage of this study is that, while the first Handbook was published in 2008, it has been
updated twice ever since (once in 2014 and again in 2019). However, it is not clear if new versions of
the report will be published in future years. Another advantage is its level of detail. The handbook has
a detailed explanation of the methodology used for each cost category, and also provides an Excel
Annex with all values used for the calculations included in the report. This high level of detail makes
reproducibility easier should the study not be updated. The main disadvantage of this study, however,
is that values for different modes of public transport are not divided into those with lower or higher
emissions. For instance, even though they differentiate between electric and diesel passenger trains, the
same differentiation does not happen with buses and coaches. Thus, final calculations may
overestimate the external costs if we are interested in only the more sustainable types of passenger
mobility. Still, from all the data sources evaluated by the study team, this study was identified as the

¥ Available at: https://op.europa.eu/en/publication-detail/-/publication/9781f65f-8448-11ea-bf12-01aa75ed71al. Last access: 14 Apr 2023.
% PKM is a unit of measurement representing the transport of one passenger over one kilometre.

91



https://op.europa.eu/en/publication-detail/-/publication/9781f65f-8448-11ea-bf12-01aa75ed71a1



Study to develop EU level SCOs and other EU level results-based tools. Final Study Report

one with the most potential to be used for estimating financial values for indicators related to public
transport.

A complementary source to the study above is the publication ‘Overview of transport infrastructure
expenditures and costs’#, also commissioned by the EC. The study presents the estimates of total,
average and marginal infrastructure costs for several modes of transport, including road (passenger
car, motorcycle, bus, coach, van and heavy goods vehicle) and rail (high-speed passenger train,
passenger train electric, passenger train diesel, freight train electric and freight train diesel), in all EU
countries.

In the study, transport infrastructure is understood as the physical and organisational network which
allows movements between different locations. Road transport infrastructure considers costs such as
land, roadworks prior to paving, pavement and ancillary works, engineering structures, traffic signs
and signalling and telecommunications installations, lighting installations, toll collection installations,
buildings, energy, vehicles, etc., used by the infrastructure department, traffic management and
cleaning icy / snowy roads. Rail transport infrastructure considers costs such as ground area, track and
track bed, platforms, engineering structures, level crossings, superstructure, access ways, safety,
signalling and telecommunications and lighting installations. Average costs are expressed as the costs
per transport performance unit (e.g. Euro per PKM) based on total annualised costs (considering both
depreciation and financing costs).

Although valuable, it is important to point out some limitations of using the latter study. The first
drawback is that there may be country differences in the values used to calculate costs, explained by
potential differences in the scope of the data for each country. For instance, expenditures on a certain
category may not (or only partly) be included in the available data, reducing the comparability of these
data between countries. The other limitation is the lack of frequent updates to the report. In addition,
the study uses several statistical techniques to estimate missing data (such as extrapolation and
interpolation), so final values may not be completely accurate. Last, it is important to note that the study
focuses only on expenditures and costs, using information not only from international aggregated
sources, such as the Organization for Economic Co-operation and Development (OECD) and Eurostat,
but also using historical data on expenditures collected from national sources. Therefore, although it
can be used as a potential source of data for triangulation, it is not recommended as a unique reference
for the development of a FNLC solution.

We also considered the guidebook ‘Transportation Cost and Benefit Analysis: Techniques, Estimates
and Implications’?, developed by the Victoria Transport Policy Institute, which provides detailed
information on transportation economic impacts (such as benefits and costs), analysing how costs and
benefits vary for different transportation modes and conditions. Besides the monetised estimates for
each type of cost (e.g. travel time, parking, congestion, safety / health, air pollution, noise etc), in US$
per passenger-mile, for 11 travel modes, it has an estimation of the average external cost savings
(reductions in vehicle costs, congestion, parking, roadway costs, etc.) due to a shift from the use of
average car travel to another mode (such as compact fuel-efficient car, electric car, bicycle, electric
bus/trolley etc). However, after further analysis, the study team considered this data source unsuitable
due to its severe limitations, listed below.

First, even though it provides figures more related to sustainable mobility than the other studies
identified by the study team (disaggregating the costs of 11 different modes of transport and covering

4 Available at: https://op.europa.eu/en/publication-detail/-/publication/7ab899d1-a45e-11e9-9d01-01aa75ed71al. Last access: 14 Apr 2023.
# Available at: https://www.vtpi.org/tca. Last access: 14 Apr 2023.
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23 cost categories), the values currently provided in this report are outdated, with the last update of
final calculations dating back to 2009. Second, cost categories are based on data not only from European
countries but also those from other regions of the world, such as North America and Oceania, with final
values being provided at the aggregate level and not always based on the same list of countries. The
study team believes that if this study is not updated with more recent figures, taking into account the
technological changes that happened in the previous decade and providing more disaggregation for
European countries, using this data source would be unfeasible.

Last, another potential source of financial information is the report ‘The EU cycling economy’#,
produced by the European Cyclists’ Federation and published in 2016. The report is an update of its
first version published in 2013, and it estimates the economic benefits of cycling in European countries.
The report calculates benefits based on an extensive list of factors, such as climate, environment,
environmental asset development, energy, resources, direct health benefits, road safety / reduced
accidents, health economic benefits, EU bike industry, bicycle and parts sales and repairs, bicycle
tourism, road safety, urban design, smarter cycling, quality of time spent cycling, shopping by bike,
child welfare, quality of space, social affairs, mobility, road infrastructure and diversity of (cycling-)
cultures. Estimated benefits of cycling are given in billion euro based on a value of 134 billion kilometres
cycled per year for the EU-28. One advantage is that the report specifies the data sources used to
estimate each factor, which facilitates reproducibility. It also specifies which values are calculated based
on concrete evidence, which are based on the best available data and which are based on estimations
using the best available indicators.

Although valuable, this study has some significant limitations. One is that calculations are based on the
latest available data, which can be from different years, so techniques to harmonise the data are
required. Second, values are presented only at the aggregated level, so statistical techniques to estimate
data points for each Member State are also needed. Third, values are presented in total euro, so
information on the number of cyclists will be necessary in order to estimate unit values based on this
report. Given the amount of statistical techniques necessary to determine different amounts for each
Member State based on this study, we believe using this data source as the main source of financial
values would significantly reduce the accuracy of the results, making its use less viable. Table 22
provides an overview of the potential data sources discussed in this section.

# Available at: https://www.ecf.com/system/files/THE_EU_CYCLING_ECONOMY.pdf. Last access: 18 Apr 2023.
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Table 22. Overview of potential data sources to establish financial amounts in the area of sustainable urban mobility

POTENTIAL DATA
SOURCE(S)

‘Handbook on the
external costs of
transport’

‘Overview of
transport
infrastructure
expenditures and
costs’

“The EU cycling

economy’

RELATED
INDICATOR(S)

Annual users of new
or modernised public

transport.

Annual users of new
or modernised tram

and metro lines.

Annual users of new
or modernised public
transport.

Annual users of new
or modernised tram

and metro lines.

Annual users of
dedicated cycling

infrastructure.

ADVANTAGES

Presents external costs in euro-PKM for
several modes of transport, including
road and rail.

Provides estimates for all EU countries.

Consider all main externalities of

transport.

Highly detailed.

Presents infrastructure costs in euro-
PKM for several modes of transport,

including road and rail.
Provides estimates for all EU countries.

Potential source for triangulation.

Estimates the economic benefits of
cycling in European countries in billion
euro based on a value of 134 billion
kilometres cycled per year for the EU-
28.

Calculations are based on an extensive
list of factors.

LIMITATIONS

No disaggregation between modes of

transport with lower or higher emissions.

It is unclear if there will be future

updates to the reports.

Lack of frequent updates.

No disaggregation between modes of

transport with lower or higher emissions.

Potential country differences in the

values used to calculate costs.

Potential inaccuracy of values, due to the
extensive use of statistical techniques to

estimate missing data.

Focus only on expenditures and costs.
Unclear if there will be future updates to
the report.

Values used in this report are not
necessarily from the same year.

Values are presented only at the
aggregated level.

METHODS TO ADJUST THE
AMOUNTS

Figures in those reports are
presented in Euro. Should there be
no recent update, values from the
latest reports can be updated using
relevant price index figures from
Eurostat (unit value for Member
State X * index for Member State X),
such as the Harmonised Index of
Consumer Prices (annual average
rate of change) and/or the Labour
Cost Index (percentage change
compared to previous year) in the
relevant areas used to estimate
transport costs in each data source
(such as transport, health, and

electricity / gas / fuels).
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POTENTIAL DATA
SOURCE(S)

‘Transportation Cost

and Benefit Analysis:

Techniques,
Estimates and

Implications’

RELATED
INDICATOR(S)

Annual users of new
or modernised public

transport.

Annual users of new
or modernised tram

and metro lines.

Annual users of
dedicated cycling
infrastructure.

Source: Prepared by the study team.

ADVANTAGES

Specifies the data sources for estimating

each factor, which facilitates

reproducibility.

Presents monetised estimates in dollar-
passenger-mile for each type of

transportation cost.

High number of cost categories

covered.

Easier disaggregation between modes
of transport with lower or higher

emissions.

LIMITATIONS

Statistical techniques and additional data
search will be required in order to
estimate values for each cyclist based on
this report.

Outdated values.

Final values presented in the aggregate
level, also covering countries outside the
EU.

METHODS TO ADJUST THE
AMOUNTS

Figures in this report are presented
in US dollars, so final values
should be adjusted to Euro using
exchange rates. Although values in
Euro can be updated to present
values using relevant price index
figures from Eurostat (as detailed
above), it is possible that these
price indices may not fully capture
the impact of recent technology
developments on prices, as these
developments may have occurred
after the last report was published.
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2.4.1.4 Feasibility assessment
As established in earlier sections, the potential to develop a FNLC solution(s) was assessed in three
intervention fields related to sustainable urban mobility sub-area: clean urban transport infrastructure,
cycling infrastructure and clean urban transport rolling stock. A total of 15 or more Member States
support operations in at least one of these three fields, covering 98 % of programmes in the examined
area with available information.

We evaluated several potential result-based indicators being tracked by Member States under these
interventions, with the most relevant ones being annual users of dedicated cycling infrastructure
(RCR64), annual users of new or modernised public transport (RCR62), and annual users of new or
modernised tram and metro lines (RCR63).

Table 23 summarises the potential FNLC solutions identified by the research team for these indicators.
For each solution, we also provide a description of operation types, results to be achieved, indicator
name, measurement unit, verification mechanism, key risks and potential data sources to establish
financial amounts.

Table 23. Summary of potential FNLC solutions in the area of sustainable urban mobility

DESCRIPTION
CLEAN URBAN
COMPONENT CLEAN URBAN TRANSPORT
TRANSPORT CYCLING INFRASTRUCTURE
ROLLING STOCK
INFRASTRUCTURE
Potential FNLC = Target-based approach Target-based approach based on Target-based approach based on
approach based on the number of new  the number of new users of new or = the number of new users of

Description of

the operation

type

Description of
results to be
achieved with a

timeline

users of new or modernised

public transport.

Operations targeting the
creation or modernisation of
public transport, i.e. bus,
trolley bus, water bus lines
but NOT tram and metro.
Modernisation refers to
significant improvements in
infrastructure, access and

quality of service.

modernised tram and metro lines.

Operations targeting the creation
or modernisation of tram and
metro lines, including urban and
suburban rail lines (i.e. networks
that are functionally separate from
the rest of the railway system and
intended only for the operation of
local, urban or suburban
passenger services).
Modernisation refers to significant
improvements in infrastructure,

access and quality of service.

dedicated cycling infrastructure.

Operations targeting the creation
of dedicated cycling
infrastructure, i.e. cycling
facilities separated from roads for
vehicular traffic or other parts of
the same road by structural
means (kerbs, barriers), cycling

streets, cycling tunnels, etc.

The release of funds is linked to the following outcome being achieved: verified number of new users of

[new or modernised public transport / new or modernised tram and metro lines / dedicated cycling

infrastructure] as a result of supported projects. As an example, the release of funds could be contingent

upon reaching a specific number of users within a designated timeframe. For instance, achieving an

increase of X users by 2025 and Y users by 2028. Alternatively, targets can also be set as percentages,

e.g. increase in X% in the number of users (compared to the baseline values) by 2025 and in Y% by 2028.
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COMPONENT

Indicator name

Measurement

unit

Verification

mechanism

Key risks and
measures to

prevent them

Potential data
sources to
establish
financial

amounts

DESCRIPTION
CLEAN URBAN
CLEAN URBAN TRANSPORT
TRANSPORT CYCLING INFRASTRUCTURE
ROLLING STOCK
INFRASTRUCTURE

It is worth noting that although certain milestones could be established, the study team currently does
not have any specific recommendations regarding the most optimum milestones and timeframe that
would balance the simplification and financial sustainability aspects of the proposed FNLC solution.
Our intention is to engage in discussions with Member States during the upcoming workshop in order

to evaluate the possibility of developing more concrete and tangible proposals.

Number of new users of Number of new users of new or Number of new users of

new or modernised public modernised tram and metro lines.  dedicated cycling infrastructure.

transport.

If measured as percentage: If measured as percentage:

If measured as percentage: Increase of users of new or Increase of users of dedicated

Increase of users of new or modernised tram and metro lines.  cycling infrastructure.
modernised public

transport.

Number of new users (persons) = Number of users (current) — Number of users (baseline)

Increase of new users (%) = [Number of new users Number of users (baseline)] * 100

Document justifying how the target(s) was satisfactorily fulfilled. Document justifying how the

E.g. proof of transport use, such as data on ticket purchases, target(s) was satisfactorily
and/or use of gates / turnstiles. fulfilled. E.g. proof of transport
use, such as data from bicycle

radars.

Beneficiaries may opt to execute projects in densely populated regions where other sustainable
transportation options are already available, to receive a higher outcome-based payment, potentially
disregarding other areas. They may also offer services at lower fares with the intention of temporarily
increasing the number of users. To counteract such unintended consequences, requesting information

regarding available modes of sustainable transport and their respective prices in the area can be useful.

Another possible concern is that beneficiaries may prioritise increasing the number of users over
providing high-quality services. To address this, satisfaction surveys can be implemented to monitor

service quality and minimise such risks.

The risk of parking is present if infrastructure construction regulations do not require accommodations
for individuals with disabilities. To alleviate this, a condition that offers reimbursement based on

infrastructure adaptations for individuals with disabilities can be added.

The aforementioned mitigation measures serve as advisory recommendations and, as such, may not
necessarily need to be documented in the audit trail for a potential EU-Level FNLC scheme. However,

they could potentially be implemented at the programme level in due course.

From all the data sources evaluated by the study team, the study “  The report “The EU cycling

‘Handbook on the external costs of transport’ was identified as the economy’ estimates the economic

one with the most potential to be used for estimating financial benefits of cycling in European

values for indicators related to urban transport, as it provides countries. Using this source,

figures for external transport costs in all EU countries, expressed in however, has several limitations,

Euro-pkm. A complementary source that can potentially be used such as requiring extensive use of

for triangulation is the study ‘Overview of transport infrastructure ~ Statistical techniques to estimate

expenditures and costs’, which presents estimation on data points for each Member

infrastructure costs and expenditures for all European countries. State (reducing the accuracy of
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DESCRIPTION
CLEAN URBAN
COMPONENT CLEAN URBAN TRANSPORT
TRANSPORT
ROLLING STOCK
INFRASTRUCTURE

We also considered the guidebook ‘Transportation Cost and
Benefit Analysis: Techniques, Estimates and Implications’.
However, after further assessment, its use was deemed less
feasible, given the amount of statistical techniques necessary to

determine different amounts for each Member State.

Source: Prepared by the study team.

CYCLING INFRASTRUCTURE

the estimated values) and
requiring additional data
sources, making its use less

viable.
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2.4.2. FC2: Skills for smart specialisation and transition
2.4.2.1  Operations considered for result-based tools

In accordance with the policy objectives set out in Article 5(1) of Regulation (EU) 2021/1060, the
ERDEF/CF shall support, among others, the objective of contributing to ‘a more competitive and smarter
Europe by promoting innovative and smart economic transformation and regional ICT connectivity’
(Policy Objective 1).

In this feasibility check, we focus on one of the five specific objectives of Policy Objective 1, which is
Skills for smart specialisation and transition (RSO1.4). From this point onwards, our assessment is
limited to this investment area.

The first step of the analysis conducted by the research team was to review, classify and define
operations considered for result-based tools. By examining the available information on 67
programmes planned for the period of 2021-2027 across 21 Member States, funded by the ERDF
(according to the Dataset ‘2021-2027 Finances details’ of the European Commission Cohesion Open

Data Platform**), we observed that skills for smart specialisation and transition sub-area encompass a
total of 16 intervention fields. The most frequently encountered intervention field is 'Skills
development for smart specialisation, industrial transition, entrepreneurship, and adaptability of
enterprises to change'. This field is addressed by programmes in 20 Member States. The remaining
intervention fields have been adopted by three or fewer Member States and are therefore not covered
by this feasibility check.

Table 24. Examples of supported operations / projects in the area of skills for smart specialisation
and transition

PROGRAMME SUPPORTED OPERATIONS / PROJECTS INTERVENTION FIELDS
Programme for e  To develop the skills of employees needed by SMEs, e  Skills development for
the European allowing them to adapt to technological changes in smart specialisation,
Union funds’ the economy and industrial transformation. industrial transition,
investments in entrepreneurship and

# Available at: https://cohesiondata.ec.europa.eu/2021-2027-Categorisation/2021-2027-Finances-details-categorisation-multi-fu/hgyj-gyin. Last
access: 16 May 2023.
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PROGRAMME

2021-2027 .
(Lithuania)

NP Research, .
innovation and
competitiveness

for green and o
digital transition
2021-2027 (Italy) .

Lisbon Regional e
Programme

(Portugal)

SUPPORTED OPERATIONS / PROJECTS

To drive the transition to a knowledge-based and
higher value added economy and address the
challenges of industrial transformation planned
investments in human resources focused on specific
training of various forms and levels (upgrading and
retraining), special attention for the development and
improvement of digital skills of SME employees.
Strengthening scientific management and knowledge
commercialisation capacities in research and study
institutions: implementation of scientific
management and knowledge commercialisation
capacities.

Development of a skilled workforce that is able to
seize the opportunities arising from the dual green
and digital transition within companies.
Development of skills in applied research with
industrial characterisation.

Strengthening of skills for the active functioning of

the innovation ecosystem.

Develop the regional innovation ecosystem
implement strategies, programmes, and initiatives to
foster innovation, creating an ecosystem that
supports collaboration, knowledge exchange, and the
development of new ideas and technologies.
Strengthen the linkages between higher education
institutions and industry to ensure that education
programmes align with the needs of the digital
economy. Promote the integration of digital
technologies in various sectors, including education,
healthcare, manufacturing, and services, by
providing training programmes, incentives, and
infrastructure support.

Assist industries in transitioning towards more
advanced and sustainable models by providing
resources, expertise, and incentives. Encourage the
adoption of technologies that improve productivity,

reduce environmental impact, and foster innovation.

INTERVENTION FIELDS

adaptability of enterprises
to change.

Research and innovation
processes, technology
transfer and cooperation
between enterprises,
research centres and
universities, focusing on
the low-carbon economy,
resilience and adaptation

to climate change.

Skills development for
smart specialisation,
industrial transition,
entrepreneurship and
adaptability of enterprises
to change.

Digitising SMEs or large
enterprises (including e-
Commerce, e-Business and
networked business
processes, digital
innovation hubs, living
labs, web entrepreneurs
and ICT start-ups, B2B)
compliant with greenhouse
gas emission reduction or

energy efficiency criteria.

Development of skills for
smart specialisation,
industrial transition,
entrepreneurship and the
ability of companies to
adapt to change.
Technology transfer and
cooperation between
enterprises, research
centres and higher
education sector.

SME business
development and
internationalisation,
including productive

investments.
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PROGRAMME SUPPORTED OPERATIONS / PROJECTS INTERVENTION FIELDS

Facilitate the development of industry clusters and
networks to encourage collaboration and knowledge
sharing among businesses.

e  Establish platforms and mechanisms to facilitate
collaboration between businesses, academia, research
institutions, and government entities. Encourage the
sharing of knowledge, expertise, and resources to

foster innovation and drive economic growth.

Source: Dataset “2021-2027 Finances details’, complemented by official programme documentation.

2.4.2.2 Result indicators considered for result-based tools

In this section, we discuss the potential result indicators considered for the development of FNLC
solutions. After analysing the programmes within the specific intervention field and taking into account
the European Parliament and Council's Regulation (EU) 2021/1060, it becomes evident that the activities
conducted in this context primarily focus on training and apprenticeships. These activities aim to
enhance the competencies of workers in various fields, such as smart specialisation, green transition,
industrial transition, digital transition, upskilling, reskilling, collaboration and networking, and
technology transfer. The objective is to cultivate a skilled workforce capable of capitalising on the
opportunities arising from the dual green and digital transition within companies.

Figure 4 illustrates the intervention logic for the smart specialisation field, showcasing the expected
outcomes and results of funded operations in the investment area under examination and focusing on
operations related to skills for smart specialisation, industrial transition, entrepreneurship and
adaptability of enterprises to change. The elaboration of outputs, results, and impacts listed in the figure
is inspired by the European Parliament and Council's Regulation (EU) 2021/1058, which defines
common indicators to assess each specific objective for the ERDF and the CF#.

4 Available at: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:02021R1058-20210630&qid=1681300139712&from=en. Last
access: 13 Apr 2023.
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Figure 4. Skills development for smart specialisation, industrial transition, entrepreneurship, and
adaptability of enterprises to change intervention logic

Intervention field: Skills development for smart specialization, industrial transition,

entrepreneurship, and adaptability of enterprises to change

ACTIVITIES OUTPUT RESULTS
Increased participations Increased E"h_él_ncif\g the market
of institutional apprenticeships posmon_mg of the
Trainings, apprenticeships sl eielies i supported in SMEs enterprise

and other activities aimed entrepreneurial

at enhancing skills for R —— Increased SMEs staff Strengtf_lerl\ing thE_
smart specialization, completing training enterprise’s capacity to
i ; iti for skills for smart adapt to future
ndustrial tranm?lon, Increased SMEs specialisation, for challenges and achieve
entrepreirlleurshlp L . investing in skills for industrial transition long-term sustainability
adaptability of enterprises smart specialisation, for 1] e e

to change Improving efficiency and
flexibility of the

enterprise

industrial transition and
entrepreneurship

Source: Prepared by the study team based on Regulation (EU) 2021/1058.

When identifying indicators to serve as a possible basis for developing FNLC solutions, a valuable
resource is the set of common indicators used by the European Regional Development Fund and the
Cohesion Fund. These indicators are deemed relevant as they are grounded in the primary strategies
of the European Union, also allowing for comparisons across different programmes and Member States.

The main source of the most recent information on common ERDEF/CF result indicators is national
agents, such as programme managing authorities. However, initial information about the indicators
that are being tracked in the current period can be found in the dataset “2021-2027 Achievement Details’.
The latter is available on the European Commission Cohesion Open Data Platform*. The dataset
contains data on the indicators for measuring the performance of adopted 2021-2027 programmes,
including information on both common and specific output and result measures. It currently provides
information on the initially planned indicator values. However, from 2023 onwards, it is intended to
also incorporate time-series information on targets, as well as cumulative amounts reported for decided
and implemented values.

Based on the dataset mentioned above, we have identified the following result-based indicators that
are being tracked by projects funded by ERDF/CF during the period of 2021-2027. These indicators were
identified by filtering for programmes that financed projects under the specific objective RSO1.4, which
focuses on skills for smart specialisation and transition.

1. Jobs created in supported entities (RCR 01);
Private investments matching public support (RCR 02);

3. Small and medium-sized enterprises (SMEs) introducing product or process innovation
(RCR 03);

4 Available at https://cohesiondata.ec.europa.eu/2021-2027-Indicators/2021-2027-Achievement-Details-multi-funds-/xi3a-zddk. Last access: 12
Apr 2023.
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O X NG

SME:s introducing marketing or organisational innovation (RCR 04);

Patent applications submitted (RCR 06);

New enterprises surviving in the market (RCR 17);

SMEs using incubator services after incubator creation (RCR 18);

Apprenticeships supported in SMEs (RCR 97);

SMEs staff completing training for skills for smart specialisation, for industrial transition

and entrepreneurship (RCR 98).

These nine indicators were assessed based on the following criteria:

Table 25. Criteria for feasibility assessment

CRITERIA

Relevance

Robustness

Practicality &
perversity

DESCRIPTION

Relevance of the results indicator towards main EU strategies, based on desk
research and consultation with Member States.

Relates to the available data, its completeness and comprehensiveness. This
presumes that all data points needed for calculations and establishing a particular
ENLC are sufficiently covered in the data sample, whereas the latter provides a
reasonable coverage of Member States. Incomplete data (i.e. provisional /
estimated data or data gaps) are as dangerous as inaccurate data. Gaps in data lead
to a partial view of the overall picture. Without a complete picture, FNLC may be
calculated through uninformed actions.

Relates to the administrative burden of the prospective arrangements for the audit
trail and the documentation required to verify that results have been achieved
and/or conditions have been met. Administrative burden level depends on the
scope, detail and accessibility of evidence required to validate or invalidate the
achievement of results. It also relates to the possibility of undesirable effects of the
FNLG, risks of perverse incentives or unintended negative effects of applying the
proposed FNLC solution (such as creaming / cherry-picking in the selection of
participants or parking).

Source: prepared by the study team.

Regarding relevance, the two indicators that are most pertinent to operations typically funded in the

field of “skills for smart specialisation and transition” (as shown in Table 25) are:

e Apprenticeships supported in SMEs (RCR 97);
e SMEs staff completing training for skills for smart specialisation, for industrial transition

and entrepreneurship (RCR 98);

Regarding robustness, we analysed the use of the nine indicators at the individual Member State

level. As evident from the following table, the two indicators that are most commonly employed are:
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e SMEs staff completing training for skills for smart specialisation, for industrial transition
and entrepreneurship (RCR 98), which is being used by 14 Member States;
e Private investments matching public support (RCR 02) which is used by 7 Member States.

Table 26. Common ERDEF/CF indicators in the area of skills for smart specialisation and transition

RCR01 RCR02 RCR03 RCR04 RCR06 RCR17 RCR18 RCR97 RCR98

BE X X
CY X
Cz X X X

DE X
EE X X X
EL X X
ES X

FR X X
HR X
HU X X X X
IT X X X
LT X X
LV X X

MT X X
PL X
PT X
RO X
SE X

SI X X
SK X
Total 2 7 1 1 1 1 3 3 14

Source: Prepared by the study team, using the dataset “2021-2027 Achievement Detail’

Based on the analysis of the relevance and robustness, the indicator SMEs staff completing training for
skills for smart specialisation, for industrial transition and entrepreneurship (RCR 98) appears to be the most
suitable to represent a possible basis for developing FNLC. The following table summarises the key
characteristics of this indicator.
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Table 27. Overview of selected indicator in the area of skills for smart specialisation and transition

INDICA  INDICATOR MEASUREM DEFINITION AND CONCEPTS TIME
TOR NAME ENT UNIT MEASUREMENT
CODE ACHIEVED
RCR98 SMEs staff participants Number of participants from SMEs (including micro  Upon completion of
completing enterprises) who complete training / activity for skills ~ activity for skills

training  for
skills for smart

specialisation,

development for smart specialisation, for industrial
transition and entrepreneurship. The types of skills

include the following categories:

development.

for industrial

- Technical skills: skills required for problem solving,
transition and . . Lo .

design, operation, rethinking and maintenance of
entrepreneurs

hip (by type of
skill: technical,

machinery or technological structures, IT

professional skills;

management, - Management skills: skills relating to business
entrepreneurs planning, complying with regulations and quality
hip, green, control, human resources planning, and allocation of
other). resources;

- Entrepreneurial skills: specific skills for start-up
companies such as risk acceptance / management,
strategic thinking and confidence, the ability to make
personal networks, and the ability to deal with

challenges and requirements of different nature;

- Green skills: specific skills to modify products,
services or operations due to climate change
adjustments, environmental protection, circular
economy, resource efficiency and requirements or

regulations;

- Other skills: skills other than the four types

described above.

Source: Metadata of common ERDF/CF/JTF indicators®.

With regard to the third criterion listed in Table 25, namely practicality & perversity it is important to
underline that an FNLC-based SMEs staff completing training for skills for smart specialisation, for industrial
transition and entrepreneurship (RCR 98) should not be administratively burdensome, as access to
information regarding the number of participants should be readily available upon request from
Managing Authorities.

Perverse incentives such as creaming and cherry-picking should not be applicable to this indicator, as
the achievement of the target is solely determined by the completion of activities for skills development.
Nevertheless, there is a possibility that firms may be motivated to rapidly train a large number of
employees, neglecting the effectiveness and relevance of the training. This can result in hastily executed

47 Available at: https://cohesiondata.ec.europa.eu/2021-2027-Indicators/2021-2027-ERDF-CF-JTE-Common-Indicators/4t73-mihb. Last access: 16
May 2023.
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or superficial training programmes that fail to adequately address the specific needs of the employees
or equip them with the essential skills for improved job performance. The emphasis on quantity may
overshadow the significance of delivering high-quality and impactful training.

2.4.2.3 Amounts linked to achievement of results

To establish financial amounts for the selected indicator, ‘/RCR98 — SMEs staff completing training for
skills for smart specialisation, for industrial transition and entrepreneurship’ the ‘Continuing
Vocational Training Survey (CVTS)’ carried out by Eurostat in a co-ordinated form in all the EU
Member States was identified as potential suitable source of data.

The CVTS provides comparable data on ‘vocational training within EU enterprises that have at least 10
or more employees and belong to specific economic activity groups’'. So far, six waves of the CVTS
have been conducted in the following years: 1993, 1999, 2005, 2010, 2015, and 2020.

It is worth noting that the expression ‘Continuing Vocational Training’” (CVT) refers to training
initiatives or actions that aim primarily to acquire new skills or enhance existing ones. These activities
require financial contribution from the enterprises, covering at least a portion of the expenses, for their
employees. Individuals who hold apprenticeship or training contracts should not be considered for
Continuing Vocational Training and it is crucial that the training initiatives or activities in question are
pre-planned, organised, or supported with the specific objective of learning? Microenterprises were
not included in the survey.

The survey covers various topics on the matter, including the provision of CVT courses and other forms
of CVT (training / non-training enterprises), CVT strategies, participants in CVT courses, costs of CVT
courses, time spent in CVT courses, characteristics of CVT courses, and assessment of CVT activities.

Based on the data collected through the survey, two databases were created, which could be used as
reliable proxies to estimate the cost incurred by enterprises for training an individual:

e 'Cost of CVT courses by type and size class — cost per participant's5;

e 'Cost of CVT courses by type and size class — cost per person employed in enterprises
providing CVT courses’*.

The first database is the 'Cost of CVT courses by type and size class — cost per participant'. This
database provides an annual average cost per MS per participant for continued vocational training. It
employs the same unit of measurement as the common result indicator, specifically the number of
training participants. As a result, it can serve as a reliable proxy for the development of a scheme based
on the RCRY8 indicator.

The second database is the 'Cost of CVT courses by type and size class — cost per person employed in
all enterprises. It is worth noting that this database is not fully consistent with the definition of the
indicator RCR98 presented in Table 27. It indeed presents data on the number of employees receiving
training over a year, while RCR98 is based on the number of participants receiving training. In the
indicator's logic, if a person participates in multiple training sessions, each participation is counted

4 Database TRNG_CVT_19S,
https://ec.europa.eu/eurostat/databrowser/view/TRNG_CVT_19S/default/table?lang=en&category=educ.educ_part.trng_cvt.trng_cvt_03

4 Database TRNG_CVT_18S,
https://ec.europa.eu/eurostat/databrowser/product/view/TRNG_CVT_18S?lang=en&category=educ.educ_part.trng_cvt.trng_cvt_03
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separately, while in the database an employee participating in one or more training sessions is always
counted as one. Therefore, this database can be used for the development of a different scheme based
on the number of employees receiving trainings annually.

Box 4. Participant vs Employed

Participant

It refers to a unique instance of an individual worker's participation in a training course. If a worker
participates in multiple courses, each instance of his / her participation is counted separately. This
means that the participant count includes multiple entries for the same worker if they engage in
multiple courses throughout the specified period (e.g. a year). Therefore, the participant count
reflects the total number of participations by workers, including multiple instances by the same
individuals.

Employed

Number of employees of a company who can have participated in one or more CVTs. According to
this definition, if the same worker participates in multiple courses within a specified period, they are
counted as one participant rather than being counted multiple times. This approach ensures that
each employee is only counted once, regardless of the number of CVT courses they attend during
the designated period.

Both databases cover the years 2005, 2010, 2015, and 2020, and the enterprises are categorised according
to their size:

e From 10 to 49 persons employed;
e From 50 to 249 persons employed;
e 250 persons employed or more.

However, the data lack specific information regarding the types of courses and trainings included.
Consequently, it is challenging to determine if all the training activities recorded in the data align with
the activities covered by the desired result indicator. Access to microdata collected through the survey,
which could be made available upon request, has the potential to address this limitation by providing
more comprehensive details. In fact, the survey asked enterprises to identify the three most significant
skills covered by the funded courses, including general IT skills, IT professional skills, management
skills, team working skills, customer handling skills, problem-solving skills, office administration skills,
foreign language skills, technical or job-specific skills, oral or written communication skills, numeracy
or literacy skills, and other skills. If the data are available a selection can be made by focusing on IT and
management skills to identify the training programmes that contributed the most to smart
specialisation, industrial transition, and entrepreneurship.

It is worth mentioning that the databases offer information on various aspects related to the cost of CVT
courses, including total course cost, direct costs, labour costs of participants, and net contributions to
training funds.
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Finally, both databases have two complementary databases available for consultation, which can
provide additional details*®. The data cover the years 2010, 2015, and 2020, and the enterprises
providing CVT were classified using aggregation of NACE codes. In particular the enterprises are
classified according to the following categories:

e Industry, excluding construction (NACE sections: B-E);
e Construction (NACE section F);

e Wholesale and retail trade, transport, accommodation, and food service activities (NACE
sections: G-I);

e Information and communication; financial and insurance activities (NACE sections ] and K);

e Real estate activities; professional, scientific and technical activities; administrative and
support service activities; arts, entertainment and recreation; other service activities (NACE
sections L-N, R and S).

However, the two databases do not provide classifications based on the size of the enterprises, which
means that it is not feasible to determine the specific costs associated with SMEs. Instead, these
databases can be used as an approximation or proxy to gain insights into the variations in training costs
across different industries. This enables a more comprehensive analysis at the sector level, providing a
broader understanding of the trends and patterns related to training expenses.

Table 28. Overview of potential data sources to establish financial amounts in the area of skills for
smart specialisation and transition

POTENTIAL
RELATED
DATA ADVANTAGES LIMITATIONS
INDICATORC(S)
SOURCE(S)
Cost of CVT SME:s staff completing Provide the average cost of an ~ No microenterprises
courses by type training for skills for SME employee attending a included in the data;
and size class -  smart specialisation, for training; Do not allow access to info
cost per industrial transition and Provides estimates for all EU on the typology of training
participant entrepreneurship countries; funded;
(RCR98). Possible to have access to Data are based on a survey
microdata for further details; carried out on a five-year
Detailed information on the basis and therefore not

costs are provided (e.g. direct promptly updated.

cost, labour cost...).

% Database TRNG_CVT_19N2,
https://ec.europa.eu/eurostat/databrowser/view/TRNG_CVT_19N2/default/table?lang=en&category=educ.educ_part.trng_cvt.trng_cvt_03v
Database TRNG_CVT_18N2,

https://ec.europa.eu/eurostat/databrowser/view/TRNG_CVT_18N2/default/table?lang=ené&category=educ.educ_part.trng_cvt.trng_cvt_03
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POTENTIAL
RELATED
DATA
INDICATORC(S)
SOURCE(S)
Cost of CVT n. of employees being
courses by type trained over a year.

and size class —
cost per person

employed in

ADVANTAGES

Provide the average annual
cost for an SME to train an
employee;

Provides estimates for all EU

countries;

LIMITATIONS

No microenterprises
included in the data;

Do not allow access to info

on the typology of training
funded;

enterprises Possible to have access to Data are based on a survey
providing CVT microdata for further details; carried out on a five-year
courses .
Detailed information on the basis and therefore not
costs is provided (e.g. direct punctually updated;
cost, labour cost...). It adopts a different unit of
measurement than the
common indicator RCR98.
2.4.2.4 Feasibility assessment

As established in earlier sections, the potential to develop an FNLC solution(s) was assessed in one
intervention field related to sustainable smart specialisation sub-area: developing skills for smart
specialisation, industrial transition and entrepreneurship. A total of 14 Member States support
operations in the field, covering 98 % of programmes in the examined area.

Based on a preliminary analysis of the most frequently adopted indicators by the OPs under the sub-
area of skills for smart specialisation and transition, along with the results of the desk research to
identify potential data sources, two main options were identified.

The first option relies on the common result indicator ‘/RCR98 — SMEs staff completing training for
skills for smart specialisation, for industrial transition and entrepreneurship’ focusing on the
expenses associated with an employee's participation to a training activity.

The second option relies instead on data provided by the database Cost of CVT courses by type and
size class cost per person employed in all enterprises . Specifically, this option examines the average
cost incurred by an SME to train an employee in one year. Based on these data, a scheme reimbursing
on the basis of each employee trained in the given period of time could be potentially built. In this
approach, the average cost incurred by an SME to train an employee within a one-year period is
examined. By analysing these data, it becomes possible to establish a scheme that offers reimbursement
based on the number of employees trained during a specific timeframe.

These approaches allow for a potential incentivisation mechanism, where SMEs are encouraged to
invest in training their workforce by offering them financial support proportional to the number of
employees they train.

The table below summarises the potential FNLC solutions identified by the research team for the
development of skills for smart specialisation, industrial transition. For each solution, we provide the
results to be achieved, indicator name, measurement unit, verification mechanism, key risks and
potential data sources to establish financial amounts.
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Table 29. Summary of potential FNLC solutions in the area of skills for smart specialisation and

transition

COMPONENT

Potential data sources

Potential FNLC approach

Description of the operation
type

Description of results to be

achieved with a timeline

Indicator name

Measurement unit

Verification mechanism

Key risks and measures to
prevent them

OPTION 1

OPTION 2

Developing skills for smart specialisation, industrial transition
and entrepreneurship

EUROSTAT database ‘Cost of
CVT courses by type and size
class — cost per participant’.

Target-based approach based
on the number of participants
completing training.

EUROSTAT database 'Cost of
CVT courses by type and size
class -

cost per person

employed in enterprises

providing CVT courses’.

Target-based approach based
on the number of employees
one or

completing more

trainings in one year.

Operation targeting the development of skills for smart

specialisation, industrial transition, and entrepreneurship through

the provision of training. It focuses on creating a skilled workforce

that can seize opportunities from the green and digital transitions

within businesses.

The release of funds is based on
numbers of participants in

training courses (for skills for

smart specialisation, for
industrial ~ transition  and
entrepreneurship).

SMEs staff completing training
for skills for

specialisation, for

smart
industrial
transition and entrepreneurship
(RCR9S).

The measurement wunit is
‘participant’.
Documentation providing

evidence of the number of
participants, such as proof of
course attendance.

Documentation providing
evidence of the employment

status of the participants.

Beneficiaries may choose to
offer training courses of low

The release of funds is based on
numbers of employees in

training courses (for skills for

smart specialisation, for
industrial transition and
entrepreneurship).

N. of employees trained.

The measurement unit is
‘employee’.
Documentation providing

evidence of the number of

employees trained, such as

proof of course attendance.

Documentation providing
evidence of the employment

status of the participants.

In the case under analysis, the
main concern is the potential
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quality or courses that are not
entirely relevant to the scope of
the intervention field, with the
the
number of participations rather
than the the
training. To such

intention of increasing
quality  of
mitigate

unintended consequences, it is
beneficial to request
the

covered in the training. This

information on topics
helps in assessing the relevance
and alignment of the training
with the intervention field. By
obtaining information about the
training topics, it becomes
possible to evaluate whether
the courses align with the
intended objectives and are in
desired

outcomes of the intervention.

accordance with the

perverse incentive of providing
a smaller number of trainings
than what could be provided
with the sum received from the
programme. This incentive may

arise when organisations choose

to offer fewer training
opportunities than their
allocated budget allows,

potentially limiting the reach
and impact of the programme.
To mitigate such unintended
consequences, it is beneficial to

request information on the
number and duration of
trainings.  This  helps in
assessing the relevance and

alignment of the training with
the field. By
obtaining information about the

intervention

training topics, it becomes
possible to evaluate whether the
courses align with the intended
objectives and are in accordance
with the desired outcomes of

the intervention.
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2.4.3. FC3: Climate change adaptation and risk prevention

In line with Article 5(1) of Regulation (EU) 2021/1060, the ERDF/CF will provide support for various
objectives, including the aim to contribute to ‘a greener, low-carbon transitioning towards a net zero
carbon economy and resilient Europe by promoting clean and fair energy transition, green and blue
investment, the circular economy, climate change mitigation and adaptation, risk prevention and
management, and sustainable urban mobility” (Policy Objective 2).

This feasibility assessment focuses on one specific objective within Policy Objective 2, which is
promoting climate change adaptation, disaster risk prevention and resilience, taking into account
ecosystem-based approaches (RSO2.4).

The section is organised as follows. Firstly, we present the primary findings, providing detailed
information on the operations under consideration for the result-based tools, along with potential
indicators and data sources that could be utilised to determine the funding associated with achieving
the desired results. Secondly, we provide an overview of the potential alternatives for the selected area,
highlighting the most promising options.
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2.4.3.1  Operations considered for result-based tools

The initial stage of the analysis carried out by the research team involved reviewing, classifying, and
defining operations that were considered for result-based tools. To accomplish this, we examined the
available information on 119 programmes scheduled for the period 2021-2027, spanning 21 Member
States, funded by either the ERDF or the CF (according to the Dataset ‘2021-2027 Finances details” of
the European Commission Cohesion Open Data Platform)>*. Having conducted this review, it was
observed that programmes falling under the sub-area of climate change adaptation and risk prevention
were classified into 22 different intervention fields. Table 30 shows a list of the most common ones.

5t Available at: https://cohesiondata.ec.europa.eu/2021-2027-Categorisation/2021-2027-Finances-details-categorisation-multi-fu/hgyj-gyin. Last
access: 6 Apr 2023.

111



https://cohesiondata.ec.europa.eu/2021-2027-Categorisation/2021-2027-Finances-details-categorisation-multi-fu/hgyj-gyin



Study to develop EU level SCOs and other EU level results-based tools. Final Study Report

Table 30. Intervention fields in the area of climate change adaptation and risk prevention

BE
BG
CY
Ccz
DE
EE
EL
ES
FI
FR
HR
HU
IT
LT
LV
PL
PT
RO
SE
SI
SK
Total

Adaptation to
climate change
measures and
prevention and
management of
climate-related
risks: floods and
landslides

KoK RK K K XK XK KK KKK XK XK XK XK X XK XX

oo
(==}

Adaptation to
climate change
measures and
prevention and
management of
climate-related
risks: fires

KKK KK XK

HKKRK KK KK XK K KX

—_
©

Adaptation to
climate change

measures and
prevention and
management of
climate-related

risks: others, e.g.

storms and
drought

X

P I I o R R B

—_
©

Risk prevention
and management
of non-climate-
related natural
risks and risks
linked to human
activities

bl

KKK KA

HKooxKoX X

<

Source: Prepared by the study team, based on the dataset ‘2021-2027 Finances details’.

Note: Only fields covered by programmes in three or more Member States are included in the table.

Water
management and
water resource
conservation

Nature and
biodiversity
protection, natural
heritage and
resources, green
and blue
infrastructure

KRR XK

Support to entities
that provide services
contributing to the
low-carbon economy
and to resilience to
climate change,
including
awareness-raising
measures

Other measures to
reduce greenhouse gas
emissions in the area
of preservation and
restoration of natural
areas with high
potential for carbon
absorption and storage
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In Box 5, we illustrate a potential intervention in climate change adaptation and risk prevention by
presenting an example of a regional programme in Spain that covers five different intervention fields.

Box 5. Programme Galicia ERDF 2021-2027 (Spain)

The ERDF funds support investments in priority areas through regional and interregional programmes, which
include investments in various areas, such as business competitiveness, sustainability, connectivity and social
inclusion. Among these areas, one topic is the funding of initiatives aimed at adapting to climate change and
implementing measures to enhance preparedness and response to manage high-priority risks such as floods,
droughts, and fires. Below are some examples of operations covered within this domain in Programme Galicia:

e Actions to preserve water resources, their ecosystems and preparation, protection and response to floods,
such as actions against the deterioration of the riverbanks and their ecosystems, actions to prepare, protect
and respond to floods, protection and prevention of deterioration of wetlands and flood plains and
restoration of fluvial continuity;

e Actions that contribute to mitigating this risk of more intense rainfall through the execution of works
guaranteeing the safety of slopes and walls that prevent landslides;

e  Preventive actions to reduce the risk derived from extreme weather events associated with climate change,
reinforcing the preparation and response actions necessary to address the management of these risks
comprehensively, such as providing the operational and technological equipment, facilities and
infrastructures destined for the anticipation, prevention, planning and immediate response to natural risks,
climatic phenomena and derived from human action;

e  Measures aimed at increasing resilience to climate change, such as improving the early warning tools that
currently exist for risks derived from climate change (e.g. climate observation systems and their effects,
improvements in numerical models and data processing systems), development of sectoral risk assessment
tools, collaboration with the local administration in the development and implementation of the adaptation
measures, encouraging the dissemination of knowledge by promoting synergies of actions as well as
promoting the training and awareness of Galician society in the face of the challenges of climate change
through training and other types of initiatives;

e  Acquisition of different integrated vehicles equipped with the necessary elements to carry out prevention
actions against forest fires, as well as their employment as support vehicles for defence/extinction efforts.

Intervention fields covered by projects within the programme:

Adaptation to climate change measures and prevention and management of climate related risks: fires;

2. Adaptation to climate change measures and prevention and management of climate related risks:
floods and landslides;

3. Adaptation to climate change measures and prevention and management of climate related risks:
others, e.g. storms and drought;

4. Risk prevention and management of non climate related natural risks and risks linked to human
activities;

5. Support to entities that provide services contributing to the low carbon economy and to resilience to

climate change, including awareness-raising measures.

Source: Dataset “2021-2027 Finances details’, complemented by official programme documentations2.

%2 Available at: https://www.fondoseuropeos.hacienda.gob.es/sitios/dgfc/es-
ES/ipr/fcp2020/P2127/PF/Documents/Programa_de_Galicia_ FEDER_2021-2027.pdf and https://ec.europa.eu/regional_policy/in-your-
country/programmes/2021-2027/es/2021es16rfpr014_en. Last access: 8 May 2023.
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Having reviewed the compilation of intervention fields found in the list of 119 ongoing programmes
mentioned above funded by the ERDF/CF, it becomes clear that projects in this domain can have a
wide-ranging scope, encompassing operations across multiple fields of intervention simultaneously (as
can be observed in the Spanish example). However, despite the diversity of intervention fields within
the selected sub-area, a notable degree of overlap is also observed among the supported operations in
the analysed programmes.

For example, when examining the overlap of the top intervention fields within the realm of climate
change adaptation and risk prevention (Figure 5), it becomes evident that the most prevalent one is the
prevention and management of floods and landslides, featured in 90 % of the programmes. Following
closely, the second most prominent field is the prevention and management of other climate-related
risks, such as storms and droughts, encompassing 71 % of the programmes. Ranking third, projects
associated with the prevention or management of fires are included in 55 % of the programmes.
Finally, the prevention or management of non-climate and human-induced risks is present in
approximately one third of the programmes.

Figure 5. Overlap of intervention fields in the sub-area of climate change adaptation and risk
prevention (Venn diagram)

Risk prevention and management Adaptation to climate change
of non climate related natural risks measures and prevention and
and risks linked to human management of climate
activities (including related risks: others, e.g.,
awareness raising, civil storms and drought (including
protection and disaster awareness raising, civil
management systems, protection and disaster
infrastructures and management systems,
ecosystem based infrastructures and ecosystem
approaches) based approaches)

PREVENTION OR MANAGEMENT
OF FLOODS AND LANDSLIDES

Adaptation to climate change measures Adaptation to climate change measures and

and prevention and management of climate related prevention and management of climate related
risks: floods and landslides (including awareness raising, risks: fires (including awareness raising, civil

civil protection and disaster management systems, protection and disaster management systems,
infrastructures and ecosystem based approaches) infrastructures and ecosystem based approaches)

Source: Prepared by the study team, based on the dataset ‘2021-2027 Finances details’.

Considering the weight of these four intervention fields, the next sections of the present feasibility check
will focus on potential FNLC(s) for investment in the prevention or management of floods and
landslides, fires, other climate-related risks and non-climate and human-induced risk.
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2.4.3.2 Resultindicators considered for result-based tools

In this section, we provide a detailed explanation of the potential indicators that have been taken into
account for the development of FNLC solutions. To illustrate the intervention logic for climate change
adaptation and risk prevention, Figure 6 presents the outcomes and results of funded operations within
the specific area of investment under examination. The focus is primarily on operations relating to the
prevention or management of floods, landslides, fires, and other climate-related risks, as well as non-
climate and human-induced risks. The outputs, results, and impacts depicted in the figure draw
inspiration from Regulation (EU) 2021/1058 of the European Parliament and Council, which establishes
common indicators for assessing each specific objective for the ERDF and the CF53.

Figure 6. Climate change adaptation and risk prevention intervention logic

OBJECTIVE: promoting climate change adaptation and disaster risk prevention, and

resilience, taking into account eco-system based approaches

OUTPUT RESULTS IMPACT @
Establishing or upgrading Increased strategies and Increased population Increased climate change
disaster monitoring, investments against benefiting from protection mitigation and adaptation
preparedness, warning and ngtural disasters, non- measures againsg climate ' '
response systems against: c_Ilmate rel_ated natural related natural disasters Increased disaster risk
risks and risks related to prevention and
. human activities Increased population management

- natura! disasters benefiting from protection
- non-climate related Increased area covered by measures against non- Increased resilience

natural risks protection measures climate related natural
- risks related to human risks and risks related to

activities human activities

Source: Prepared by the study team based on Regulation (EU) 2021/1058.

The common indicators utilised by ERDF and the CF serve as valuable resources when selecting
indicators for developing FNLC solutions. These indicators are particularly useful because they are
aligned with the core strategies of the European Union, enabling comparisons across various
programmes and Member States. By relying on these indicators, a consistent and standardised
approach can be taken.

The primary source of up-to-date information regarding the common ERDF/CF result indicators is
national agents, such as programme Managing Authorities. However, an initial glance at the indicators
being tracked in the current period can be obtained from the dataset ‘2021-2027 Achievement Details’,
available on the European Commission Cohesion Open Data Platform*. This dataset contains
information on the indicators used to measure the performance of adopted programmes for the period
2021-2027, such as common and specific output and result measures. Currently, the dataset provides
information on the planned indicator values. However, starting from 2023, it is planned to incorporate

% Available at: https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:02021R1058-20210630&qid=1681300139712&from=en. Last
access: 13 Apr 2023.

5 Available at https://cohesiondata.ec.europa.eu/2021-2027-Indicators/2021-2027-Achievement-Details-multi-funds-/xi3a-zddk. Last access: 12
Apr 2023.
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time-series information on targets, as well as cumulative amounts reported for decided and
implemented values.

Based on the above-mentioned dataset, we identified the following result-based indicators being
tracked during the 2021-2027 period by projects funded by ERDF/CF in climate change adaptation and
risk prevention:

e Estimated greenhouse emissions (RCR29);

e Jobs created in supported entities (RCR01);

e Population benefiting from flood protection measures (RCR35);

e Population benefiting from protection measures against climate-related natural disaster
(other than flood and wildfires) (RCR37);

e Population benefiting from protection measures against non-climate-related natural risks
and risks related to human activities (RCR96);

e Population benefiting from wildfire protection measures (RCR36);

e Population having access to new or improved green infrastructure (RCR95);

e Users of new and upgraded public digital services, products and processes (RCR11);

e Visitors of cultural and tourism sites supported (RCR77);

Table 31 shows the number of Member States tracking each indicator mentioned above. It can be seen
that the most used common indicators in the current period for programmes related to climate change
adaptation and risk prevention are: population benefiting from flood protection measures (RCR35),
which is being tracked by 20 Member States; population benefiting from protection measures against
climate-related natural disaster (other than flood and wildfires) (RCR37), which is tracked by 16
Member States; population benefiting from wildfire protection measures (RCR36), tracked by 14
Member States; and population benefiting from protection measures against non-climate-related
natural risks and risks related to human activities (RCR96), tracked by 9 Member States. Table 32
shows an overview of these indicators.

Table 31. Common ERDF/CF indicators in the area of climate change adaptation and risk prevention

RCR35 RCR37 RCR36 RCR96 RCR95 RCR01 RCR11 RCR29 RCR77
BE X X

BG X X

CY X X

czZ X X

DE X X X
EE X X X

EL X X X X

ES X X X X X

FI X
FR X X X

HR X X X X

HU X X X

IT X X X X X X
LT X X X X
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RCR35 RCR37 RCR36 RCR96 RCR95 RCR01 RCR11 RCR29 RCR77
LV X X X X
PL X X
PT X
RO
SE
SI
SK
TOTAL 20 16 14 9 4 2 2 1 1

X X X X X X
X X X X X X
X X X X X X

Source: Prepared by the study team, using the dataset "2021-2027 Achievement Details".
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Table 32. Overview of most common indicators in the area of climate change adaptation and risk prevention

CODE

RCR35

RCR36

RCR37

RCR9%6

INDICATOR NAME

Population benefiting from flood

protection measures

Population benefiting from wildfire

protection measures

Population benefiting from protection
measures against climate-related
natural disaster (other than flood and

wildfires)

Population benefiting from protection
measures against non-climate-related
natural risks and risks related to

human activities

MEASURE
MENT
UNIT

persons

persons

persons

persons

Source: Metadata of common ERDF/CF/JTF indicators.

DEFINITION AND CONCEPTS

Population living in areas where protection infrastructure (including also green infrastructure for
adaptation to climate change) is built or significantly upgraded in order to reduce vulnerability to

flood risks. The indicator counts the resident population at risk of flooding.

Population living in areas exposed to wildfire risks and where vulnerability to wildfires decreases as
a result of the supported projects. The indicator covers protection measures which are clearly localised
in high-risk areas and which directly address wildfires risks, as opposed to more general measures

implemented at national or regional level.

Population living in areas exposed to climate-related natural risks, other than floods and wildfires
(storms, droughts, heatwaves), and where vulnerability to such risks decreases as a result of the
supported projects. The indicator covers protection measures, areas at risk and which directly address

the specific risks, as opposed to more general measures implemented at national or regional level.

Population living in areas exposed to non-climate-related natural risks and risks related to human
activities, and where vulnerability to such risks decreases as a result of the supported projects. The
indicator covers protection measures which are clearly localised in high-risk areas and which directly
address the specific risks, as opposed to more general measures implemented at national or regional

level.

% Available at: https://cohesiondata.ec.europa.eu/2021-2027-Indicators/2021-2027-ERDE-CF-J TF-Common-Indicators/4t73-mihb. Last access: 13 Apr 2023.

TIME
MEASUREMENT
ACHIEVED

Upon completion
of output in the

supported project

Upon completion
of output in the

supported project

Upon completion
of output in the

supported project

Upon completion
of output in the

supported project
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After conducting desk research, we evaluated each of the chosen result-based indicators according to
the criteria outlined in Table 33. Our assessment of these indicators can be found in Table 34.

Table 33. Criteria for feasibility assessment

CRITERIA

Relevance

Robustness

Practicality

perversity

&

DESCRIPTION

Relevance of the results indicator towards main EU strategies, based on desk
research and/or consultation with Member States.

Relates to the available data, its completeness and comprehensiveness. This
presumes that all data points needed for calculations and establishment of a
particular FNLC are sufficiently covered in the data sample, whereas the latter
provides a reasonable coverage of Member States. Incomplete data (i.e. provisional
|/ estimated data or data gaps) are as dangerous as inaccurate data. Gaps in data
lead to a partial view of the overall picture. Without a complete picture, FNLC may
be calculated through uninformed actions.

Relates to the administrative burden of the prospective arrangements for the audit
trail and the documentation required to verify that results have been achieved
and/or conditions were met. Administrative burden level depends on the scope,
detail and accessibility of evidence required to validate or invalidate the
achievement of results. It also relates to the possibility of undesirable effects of the
ENLC, risks of perverse incentives or unintended negative effects of applying the
proposed FNLC solution (such as creaming / cherry-picking in the selection of
participants or parking).

Source: Prepared by the study team.

Table 34. Assessment of selected indicators in the area of climate change adaptation and risk

prevention
CRITERIA DESCRIPTION
Relevance These common ERDF/CF indicators are overall relevant, as they are rooted in the main EU

strategies, being directly related to the area of climate change adaptation and risk prevention.

More precisely:

e population benefiting from flood protection measures is related to the
intervention field of prevention and management of floods and landslides;

e population benefiting from wildfire protection measures is related to the
intervention field of prevention or management of fires;

e  population benefiting from protection measures against climate-related natural
disaster (other than flood and wildfires) is related to the intervention field of
prevention and management of other climate-related risks;
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CRITERIA

Robustness

Practicality &

perversity

DESCRIPTION

e population benefiting from protection measures against non-climate-related
natural risks and risks related to human activities is related to the intervention field
of prevention or management of non-climate and human-induced risks.

Based on desk research and information available on programmes being implemented in the
2021-27 period and on information on indicators in the area of climate change adaptation and
risk prevention provided by 21 Member States the result-based indicators on:

e population benefiting from flood protection measures is tracked by 20 Member
States in the current period, indicating high comprehensiveness of the indicator;

e population benefiting from wildfire protection measures is tracked by 14
Member States in the current period, indicating high comprehensiveness of the
indicator;

e population benefiting from protection measures against climate-related natural
disaster (other than flood and wildfires) is tracked by 16 Member States in the
current period, indicating high comprehensiveness of the indicator;

e population benefiting from protection measures against non-climate-related
natural risks and risks related to human activities is tracked by 9 Member States
in the current period, indicating moderate comprehensiveness of the indicator.

At the moment, the study team does not have access to the collected data from countries in
order to verify its completeness / quality. The information will be fact-checked after further
consultations with the Member States.

An FNLC based on population benefiting from protection measures should not be
administratively burdensome, as data on population living in areas benefited by the projects
should be easily accessible through statistical agencies and/or local authorities.

Perverse incentives such as creaming and cherry-picking are reduced for the four indicators,
but still present. Beneficiaries might, for instance, choose to implement projects in more
populated areas to receive a larger outcome-based payment, therefore neglecting less populated
areas that could potentially be more prone to disasters. There is also a risk that beneficiaries
focus more on increasing the coverage of the project (i.e. increasing population covered) than
the quality of the service provided. Additionally, the pressure to deliver results may also cause
the beneficiaries to downplay certain risks or exclude them from the project scope, potentially
leaving gaps in the effectiveness of the operations. To address these aforementioned perverse
incentives, conducting a thorough evaluation of potential risks and establishing quality
assurance mechanisms can be useful. These measures are, however, advisory and thus do not
require inclusion in the audit trail within a potential EU-Level FNLC scheme but could be
potentially implemented at the programme level in due course.

Source: Prepared by the study team.

2.4.3.3 Amounts linked to achievement of results

Concerning establishing financial amounts for the selected indicators, the study team revised three

potential data sources.
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One possible way to assign financial values to the indicators presented earlier is by using a disaster
damage database. Using these databases allows us to estimate the economic viability of investments
made to reduce losses (Mazhin et al., 2021)%¢. One example of such data source is the Emergency Events
Database (EM-DAT)%, a global source of information on natural and technological disasters, which
covers over 20 000 disasters worldwide that occurred since 1900. The dataset is maintained by the
Centre for Research on the Epidemiology of Disasters at the School of Public Health of the Université
Catholique de Louvain in Belgium. It is considered the primary source of epidemiological information
about disasters, combining, in a uniform format, information from various sources, including UN
agencies, non-governmental organisations, insurance companies, research institutes, and press
agencies (Mazhin et al., 2021).

The EM-DAT can be useful in assigning financial values to the indicators discussed previously as it
provides geographical, temporal, human and economic information on disasters at the country level.
Among other variables, it records data on the date of the disaster, the number of deaths and people
affected by the disaster, as well as the estimated economic impacts, e.g. the value of all damages and
economic losses directly or indirectly related to the disaster (in US dollars). It also distinguishes
between disaster groups (natural and technological) and disaster types, such as drought, earthquake,
epidemic, extreme temperature, flood, glacial lake outburst, industrial accident, landslide,
miscellaneous accident, storm, transport accident, volcanic activity and wildfire.

The dataset is frequently referenced, as it is an active and well-known data source for the assessment
of disaster management (Mazhin et al., 2021), being also the only disaster database with global coverage
that is publicly accessible (Jones et al., 2022)%. One of its main advantages is that it is internally updated
daily, with publicly accessible information updated every 3 months (after validation and cross-checking
of the data).

However, despite having information on recorded disasters in most EU countries, it has a significant
limitation — data gaps — thus requiring the use of statistical techniques to manage the missing data and
avoid biases in estimations (Jones et al., 2022). Another disadvantage is that the disaster threshold
imposed by the dataset ignores the potential effects of high-frequency and low-intensity types of
disasters (Mazhin et al., 2021). That is because in order to be recorded, disasters must meet at least one
of the following criteria: 1) at least 10 fatalities; 2) at least 100 affected individuals; 3) a declaration of a
state of emergency; or 4) a request for international assistance. Additionally, a downside of using a
disaster damage database to determine financial values based on avoidance costs is the random
occurrence of disasters, which necessitates the selection of equivalent events for the purpose of
comparison between countries. Even considering its limitations, this dataset has the potential to be used
as a source to establish financial amounts, especially if it is used in combination with other sources of
data on natural disasters®°.

Another potential source to establish financial amounts identified by the study team is the indicator
‘climate-related economic losses by type of event’ (cli_iad_loss)®, disseminated by the Eurostat using

% Mazhin, S. A., Farrokhi, M., Noroozi, M., Roudini, J., Hosseini, S. A., Motlagh, M. E., ... & Khankeh, H. (2021). Worldwide disaster loss and
damage databases: A systematic review. Journal of education and health promotion, 10.
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8552254/pdf/JEHP-10-329.pdf

 Available at: https://public.emdat.be. Last access: 3 Mai 2023.

% Jones, R. L., Guha-Sapir, D., & Tubeuf, S. (2022). Human and economic impacts of natural disasters: can we trust the global data?. Scientific data,
9(1), 572. https://www.nature.com/articles/s41597-022-01667-x

% Alternative databases that could be considered as sources to complement the data from the EM-DAT are the Natural Catastrophe Services
(NatCatSERVICE) and the SIGMA (Swiss Re). However, given that these databases are not publicly available, the study team did not have access
to the data in order to evaluate its quality.

% Available at: https://ec.europa.eu/eurostat/databrowser/view/CLI_IAD_LOSS__custom_6201561/default/table?lang=en. Last access: 15 Mai 2023.
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information from the European Environment Agency (EEA). It measures the economic losses from
weather and climate-related events, such as meteorological (storms), hydrological (floods, mass
movements) and climatological (heatwaves, cold waves, droughts, forest fires). Total losses are shown
as million euros and in euros per inhabitant, while losses by type of hazard (i.e. meteorological,
hydrological, and climatological) are displayed as million euro for the EU-27. In addition to the annual
figures, a time-series based on 30-year moving average is also presented. The indicator is based on data
from CATDAT of RiskLayer, a proprietary historical catastrophe loss database, which is not publicly
accessible and was provided to the EEA under an institutional agreement.

An advantage of this dataset is that data are updated every year and adjusted to account for inflation
(currently, values are presented in 2020 constant prices). In addition, the dataset is very comprehensive,
with information on most EU countries. However, the drawback of using this dataset remains the same
as previously mentioned regarding the EM-DAT. It is challenging to establish a direct correlation
between the interventions carried out within the ERDF/CF projects and the seemingly random
occurrence of disasters. Additionally, the Eurostat dataset lacks comprehensive information on events
that would facilitate the identification of comparable disasters and the ability to analyse events of the
same type separately and by different countries. Consequently, while we consider this dataset useful
as a supplementary source for weather and climate-related indicators, without having access to their
source data (i.e. the CATDAT by RiskLayer) we cannot rely on it as the only information source for
determining financial amounts associated with the indicators outlined in the previous section.

As an alternative to financial data retrieved from disaster databases, financial amounts could also be
established by either extrapolating data from specific Member States to other countries or using their
strategy as inspiration. In that regard, one experience from Croatia can be cited, (see Box 6.). The
experience from Croatia is selected as it is related to the most prevalent intervention field within the
realm of climate change adaptation and risk prevention for ERDF/CF funds, i.e. prevention and
management of floods and landslides, featured in 90 % of the analysed programmes. It also relates to
the most common indicator being tracked in the area under examination, i.e. population benefiting
from flood protection measures (RCR35), which is being tracked by 20 Member States.
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Box 6. Croatia's National Recovery and Resilience Plan

Croatia's National Recovery and Resilience Plan (NRRP) was submitted to the European Commission
on May 2021 under the Recovery and Resilience Facility (RRF) funds. The plan, estimated to cost more
than EUR 6000 million, has two main objectives: 1) reflect the need to ensure Croatia's socio-economic
recovery and long-term development post-Covid-19; 2) rebuild the areas damaged by the two
earthquakes that happened in 2020. The plan's overall structure consists of five components and one
initiative, each to be executed through a mix of 222 measures expected to be implemented through the
successful completion of 166 milestones and 206 targets®*,®.

Within its investments, the plan covers a Disaster Risk Reduction Programme that aims to enhance
measures for protecting against floods, specifically focusing on nature-based solutions. This involves
revitalising watercourses, connecting abandoned sleeves and creating secondary wetland habitats, as
well as removing invasive species. The programme comprises two main sub-measures. The first is a
flood risk reduction programme, which concentrates on mitigating flood risks in the largest Croatian
rivers of the Danube River basin. It involves constructing defensive embankments incorporating broad
inundation areas along watercourses, aligning with nature-based solutions and the principle of ‘give
space to rivers’. The second component focuses on revitalising freshwater systems, including the
restoration and preservation of the Mirna River area, Vransko Lake, and Trakoscan Lake. Additionally,
it aims to remove invasive species within the protected Neretva Delta region®.

The Disaster Risk Reduction Programme has a budget of EUR 157.7 million and, among its targets,
aims to have at least 20 000 residents benefiting from improved flood protection measures by 2026,
i.e. abudget of EUR 7 885 per benefited resident®:.

Table 35 provides an overview of the potential data sources discussed in this section.

¢t Available at: https://www.europarl.europa.eu/RegData/etudes/BRIE/2022/733580/EPRS_BRI(2022)733580_EN.pdf. Last access: 15 May 2023.
62 Available at: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:520215C0197&from=EN. Last access: 15 May 2023.
8 Available at: https://commission.europa.eu/system/files/2021-07/com-2021-401_annexe_en.pdf. Last access: 15 May 2023.

¢ The value of euros per benefited resident is calculated by dividing the total budget for the Disaster Risk Reduction Programme (€ 157.7 million
by the selected target (20 000 benefited residents). However, it is important to note that, to receive the total amount in the Croatian case, other
targets should also be met in addition to the number of residents benefiting from improved flood protection measures. They are: achieving at
least 20 works contracts concluded for projects in the flood protection sector; at least 13 km of flood protective structures built in order to protect
against the harmful effects of water; at least 2 km of restored watercourses including revitalisation of abandoned sleeves, permanent river and
sleeve contact and investment in related infrastructure; at least 65 km of flood protective structures built in order to protect against the harmful
effects of water; at least 16 km of restored watercourses including revitalisation of abandoned sleeves, permanent river and sleeve contact and
investment in related infrastructure; and at least 77 km of flood protective structures built in order to protect against the harmful effects of water.
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Table 35. Overview of potential data sources to establish financial amounts in the area of climate change adaptation and risk prevention

POTENTIAL
DATA SOURCE(S)

Emergency Events
Database (EM-
DAT)

Climate-related
economic losses by
type of event
(Eurostat,
cli_iad_loss)

RELATED INDICATOR(S)

Population benefiting from flood protection
measures;

Population benefiting from wildfire protection

measures;

Population benefiting from protection
measures against climate-related natural
disaster (other than flood and wildfires);

Population benefiting from protection
measures against non-climate-related natural

risks and risks related to human activities.

Population benefiting from flood protection

measures;

Population benefiting from wildfire protection

measures;

Population benefiting from protection
measures against climate-related natural
disaster (other than flood and wildfires);

ADVANTAGES

Very frequent updates;

Information at the
country level;

Uniform and comparable
data;

Publicly available.

Yearly updates;

Information at the
country level.

LIMITATIONS

Data gaps;

Necessity to select comparable
events in order to account for the
seemingly random occurrence of

disasters.

Disaggregation at the country level
is only possible when looking at
total economic losses caused by all
types of disasters (meteorological +
hydrological, + climatological);

Lack of information that would
allow selecting comparable events
to account for the seemingly
random occurrence of disasters.

METHODS TO ADJUST THE
AMOUNTS

For each disaster, the registered
figure corresponds to the
damage value at the moment of
the event. The database,
however, also presents values
adjusted to current values in
US dollars (in thousands)
calculated using a consumer
price index. These values
should be converted to euro by
applying the prevailing
exchange rates.

Data are updated every year
and is adjusted to account for
inflation (currently, values are
presented in 2020 constant
prices). All monetary figures
are presented in Euro.

124





Study to develop EU level SCOs and other EU level results-based tools. Final Study Report

POTENTIAL
DATA SOURCE(S)

Croatia's National Population benefiting from flood protection
Recovery and measures.

Resilience Plan

Source: Prepared by the study team.

RELATED INDICATOR(S)

ADVANTAGES

Financial values are
calculated based on
concrete experience with
result-based financing.

LIMITATIONS

Only one data point;

Necessity to extrapolate data for all
Member States based on
information from one country.

METHODS TO ADJUST THE
AMOUNTS

After extrapolation of values to
other Member States, they can
be updated using relevant price
index figures from Eurostat
(unit value for Member State X *
index for Member State X), such
as the Harmonised Index of
Consumer  Prices  (annual
average rate of change) and/or
the Labour Cost Index
(percentage change compared
to previous year) in the relevant

areas.
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2.4.3.4 Feasibility assessment

As established in earlier sections, the potential to develop an FNLC solution(s) was assessed in the
intervention fields related to prevention and management of climate and non-climate-related risks,
such as floods and landslides, fires, storms and droughts, as well as human-induced risks. Together,
these four intervention fields are present in all projects related to climate change adaptation and risk
prevention, with the prevention and management of floods and landslides the most common, present
in 90 % of the programmes evaluated by the study team.

Table 36 summarises the potential FNLC solutions identified by the research team for the area under
examination. For each solution, we also provide a description of operation types, results to be achieved,
indicator name, measurement unit, verification mechanism, key risks and potential data sources to
establish financial amounts.
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Table 36. Summary of potential FNLC solutions in the area of climate change adaptation and risk prevention

COMPONENT

Potential
FNLC
approach

Description of
the

type

operation

Description of
results to be
achieved with

a timeline

Indicator name

PREVENTION /
MANAGEMENT OF

FLOODS AND

LANDSLIDES
Target-based approach
based on the number of
from

people  benefiting

flood protection measures.

Operations targeting areas
where protection
infrastructure  (including
also green infrastructure for
adaptation  to  climate
change) is  built or
significantly upgraded in
order to reduce
vulnerability to flood risks
as a result of the supported

projects.

DESCRIPTION
PREVENTION /
PREVENTION /
MANAGEMENT OF
MANAGEMENT OF
OTHER CLIMATE-
FIRES
RELATED RISKS
Target-based approach ~ Target-based  approach

based on the number
of people benefiting
from wildfire

protection measures.

Operations  targeting

areas  exposed  to

wildfire risks and
where vulnerability to
wildfires decreases as a
result of the supported

projects.

based on the number of

people benefiting from

protection measures
against  climate-related
natural disaster (other

than flood and wildfires).

Operations targeting
areas exposed to climate-
related natural risks,
other than floods and
wildfires (storms,
droughts, heatwaves),
and where vulnerability
to such risks decreases as
a result of the supported

projects.

PREVENTION /
MANAGEMENT OF NON-
CLIMATE AND HUMAN-

INDUCED RISKS

Target-based approach based
on the number of people
benefiting from protection
measures  against  non-
climate-related natural risks
and risks related to human

activities.

Operations targeting areas
exposed to  non-climate-
related natural risks and risks
related to human activities,
and where vulnerability to
such risks decreases as a
the

result of supported

projects.

The release of funds is linked to achieving the following outcome: verified number of people benefiting from the

specific protection measures (i.e. flood, wildfire, non-climate etc.) as a result of supported projects. As an example,

the release of funds could be contingent upon reaching a specific number of people within a designated timeframe,

such as in the example of Croatia’s National Recovery and Resilience Plan, which had a programme focused on

measures for protecting against floods that aimed to have 20 000 residents benefiting from improved flood protection

measures by 2026.

It is worth noting that although certain milestones could be established, the study team currently does not have any

specific recommendations

regarding the most optimum milestones and timeframe that would balance the

simplification and financial sustainability aspects of the proposed FNLC solution. Our intention is to engage in

discussions with Member States during the upcoming workshop in order to evaluate the possibility of developing

more concrete and tangible proposals.

Number of people
flood

protection measures as a

benefiting  from

Number of people
benefiting from
wildfire protection

Number  of  people

benefiting from
protection measures
climate-related

(other

against

natural disaster

Number of people benefiting
from protection measures
against non-climate-related

natural risks and risks related
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COMPONENT

Measurement

unit

Verification

mechanism

Key risks and
measures to

prevent them

Potential data
sources to
establish
financial

amounts

DESCRIPTION
PREVENTION / PREVENTION / PREVENTION /
PREVENTION /
MANAGEMENT OF MANAGEMENT OF MANAGEMENT OF NON-
MANAGEMENT OF
FLOODS AND FIRES OTHER CLIMATE- CLIMATE AND HUMAN-
LANDSLIDES RELATED RISKS INDUCED RISKS

result of the supported measures asaresultof than flood and wildfires) to human activities as a result

projects. the supported projects. as a result of the of the supported projects.

supported projects.

Number of persons

Document justifying how the target(s) was satisfactorily fulfilled, with appropriate links to the evidence, such as the
list of protection measures undertaken and a documentary evidence that verifies the population for which the service

is provided.

Perverse incentives such as creaming and cherry-picking are reduced, but still present as beneficiaries might, for
instance, choose to implement projects in more populated areas to receive a larger outcome-based payment,
neglecting less populated areas that could potentially be more prone to disasters. There is also a risk that beneficiaries
focus more on increasing the coverage of the project than the quality of the service provided. Additionally, the
pressure to deliver results may also cause the beneficiary to downplay certain risks or exclude them from the project
scope, potentially leaving gaps in the effectiveness of the operations. To address these perverse incentives, conducting
These

measures are, however, advisory and thus do not require inclusion in the audit trail within a potential EU-Level

a thorough evaluation of potential risks and establishing quality assurance mechanisms can be useful.

FNLC scheme but could be potentially implemented at the programme level in due course.

Emergency events databases, such as the EM-DAT, can be useful in assigning financial values to the indicators
discussed previously, as they provide economic information on disasters at the country level. Among other variables,
it records data on the value of all damages and economic losses directly or indirectly related to the disaster, which
can be useful for an FNLC based on avoidance costs. Supplementary information can come from Eurostat through
the indicator ‘climate-related economic losses by type of event’. To reduce the data gaps and triangulate with the
available data, it would be beneficial to get access to other similar databases, such as the CATDAT, the
NatCatSERVICE and the SIGMA. However, given that these last proprietary databases are not available for public

consultation, the study team did not have access to the data in order to evaluate its quality.

Alternatively, amounts could be assigned based on country examples, such as the case of Croatia's National Recovery
and Resilience Plan, which had its budget released upon the completion of a set of predefined targets (among them

achieving a specific number of people benefiting from flood protection measures).

Source: prepared by the study team.
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