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Structural funds and the fight against
poverty. Beyond competitiveness,
how to work towards social inclusion?

Elodie Fazi
Policy Officer, European Anti-Poverty Network

Often presented as the EU’s main success story and solidarity instrument, structural
funds have been at the heart of the EU’s 50" anniversary in 2007. Yet as the 2007-2013 pro-
gramming period is entering its operational phase, time has come to go beyond self-celebra-
tion, learn lessons from the past and make them a better tool against exclusion.

This contribution will therefore look at the structural funds’ contribution to the fight against
poverty and social exclusion, by raising three main questions:

How can European Social Fund measures better contribute to the fight against poverty?
Why is partnership with social NGOs so important in this purpose and how to improve it?
How to make sure the fight against exclusion is taken into account in the whole scope of
structural funds instruments, and not only the Social Fund?

From cohesion to competitiveness policy? An increasing subordination
to “growth and jobs”

Despite the rather limited amount specifically devoted to social cohesion, structural funds
have made a difference for people in poverty. But what will be the reality in the new program-
ming period (2007-2013)? Initially meant to tackle economic and social disparities, are struc-
tural funds on the way to become a mere competitiveness tool?

78 million citizens facing poverty: which role for the EU and structural funds?

Two years before the deadline the EU set itself to “make a decisive impact on the eradication
of poverty”. Relative but also absolute poverty remain widespread in the EU: in 2004, 16% of EU-
25 citizens lived under the risk of poverty threshold and it is commonly admitted that 78 million cit-
izens are currently at risk of poverty in the EU-27%. Perception in many Member States is that of lit-
tle or no progress towards the eradication of poverty by 2010. Besides, the actual value of the pover-
ty threshold (how much money somebody has to live on if they are on the poverty line) can vary
greatly between countries, in particular between the “convergence”* and other areas.

Despite the limitation of EU competences, significant steps were made in recent years to
tackle this social emergency: commitment to make a decisive impact on the eradication of pover-
ty with the creation of the Open Method of Coordination on Social Inclusion, emergence of a

29 Assessing relative poverty and defined as 60% of median income.
30 Covering regions with a GDP less than 75% of the Community average.
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European debate on “active inclusion”, legislation on equality and non-discrimination. From
the budgetary side, following the loss of specific Poverty Programmes in the 80s, the fight against
poverty has been integrated as key priority in programmes such as PROGRESS (Community Pro-
gramme for Employment and Social Inclusion). Yet PROGRESS focuses primarily on policy instru-
ments, networking and exchange of good practices, when it comes to financial redistribution,
structural funds remain the key instrument the EU has in the fight against social exclusion.

Beyond competitiveness, the need to keep social cohesion as a priority

Although structural funds are primary known for their contribution to major infrastruc-
ture projects, they have proved to be a significant tool to tackle poverty since the early years
of the EU and the creation of the European Social Fund (ESF) in 1957. Over the period 2007-
2013 some €75 billion will be distributed to the EU Member States and regions through the
European Social Fund, which focuses on five priority themes: (1) adaptability of workers, (2)

access to employment and inclusion of job seekers and “inactive people”, (3) social inclusion
of disadvantaged people, (4) enhancing human capital, and (5) promoting partnership ap-
proaches. For Member States in the “Convergence Area” (mostly those that joined in or af-
ter 2004), another priority is also devoted to capacity-building of public services, social part-
ners, and non-governmental organizations.

On paper, social inclusion has been given a high level of priority, with approximately
12% of the total ESF funding available. Yet, concerns have emerged that the funds are used
to promote a “labour market activation” at the expense of a broader approach, putting an
increasing pressure on people experiencing poverty.

Promoting quality jobs and taking the root causes of poverty into account

Integration in the labour market remains the key goal of the ESF and it is thus not sur-
prising to see it as the major objective of most programmes (through training, lifelong learn-
ing and “employability” measures). Yet EAPN is concerned that “activation of the economi-
cally inactive” has become the main strategic approach to the fight against poverty, some-
times regardless of the quality of jobs created and impact on those most remote from the

labour market. While the inclusion of excluded groups into occupational activities can be seen
as a positive development, it all too often appears to be driven by public finance and labour
market rather than social inclusion needs. In order to have a real impact in the fight against
poverty, ESF projects should support “good activation” policies, aiming to improve personal,
social and vocational skills and to enable further social integration of marginalized groups.

Besides, the fight against poverty cannot be limited to integration in the labour market. Us-

ing structural funds for this purpose also means supporting a wider range of measures, tak-
ing into account the root causes of poverty, through:
e measures allowing a wider integration and empowerment of excluded groups (for ex-
ample, through community projects, or social services);
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e social economy initiatives and inclusive entrepreneurship approaches;
e infrastructure linked to social inclusion (community, health centres, etc.);
e capacity building for social NGOs (in particular in the convergence areas).

The need for increased coordination with the EU social inclusion process

The lack of a holistic approach taking into account the root causes of poverty reflects
the difficult position of the EU strategy on social inclusion. While structural funds 2007-2013
are marked by an increasing link with the Lisbon Strategy, the new framework has overlooked
the contribution of the Open Method of Coordination on Social Protection and Social Inclu-
sion (“the EU social inclusion process”), which was initially one of the key pillars of the Lis-
bon Strategy. It is crucial for the credibility of cohesion policy to better take into account ob-
jectives of the OMC on inclusion. In addition, after the programmes are launched, more en-
ergy needs to be invested in strengthening the coherence between the two processes, in par-
ticular regarding the monitoring and evaluation of ESF projects.

Because the “how” matters as well: improving partnership with social NGOs

Assessing structural funds’ impact on the fight against poverty also implies looking at
the method of governance and delivery. While partnership with NGOs is an obligation upon
Member States and has been increasingly acknowledged, more steps need to be made to en-
sure a consistent approach throughout the EU.

Towards a better partnership in structural funds governance

For the first time, Article 11 of the Structural Funds General Regulation explicitly rec-
ognizes the principle of partnership with civil society organizations and NGOs, which cov-
ers planning (through consultation on programming documents), monitoring (participation
in monitoring committees) and evaluation. Experience has proved that partnership con-
tributed to strengthened legitimacy of the structural funds process, improved the transparen-
cy and the quality of information towards potential beneficiaries and led to a better absorp-
tion of funds.

Yet efficient partnership also means holding consultations that really make a difference,
enlarging the scope of NGOs beyond environmental and gender equality organizations to
cover social inclusion NGOs, having a real mandate for the organization sitting in the com-
mittees. Despite significant progress in some Member States, the lack of level playing field
across the EU and of common guidance seem to indicate that no real effort was made to en-
sure that the new partnership principle is translated into concrete actions.

Partnership in the implementation of the funds: acknowledging the added value of NGOs
Beyond governance, partnership in the delivery of the funds is essential to ensure an ef-
ficient use of EU monies by their beneficiaries. NGOs appear particularly suited to implement
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structural funds projects in the field of inclusion, given their roots in the communities and
more flexible approaches. Yet they still face many obstacles to access structural funds, among
which, difficulty to use the funds for micro-projects, financial requirements (co-financing), as
well as lack of information and of capacity to follow-up project applications. Despite the ab-
sence of obligation upon Member States to develop targeted approaches, some mechanisms
have been put in place throughout the EU, which contributed to a better and easier use of
the funds by their beneficiaries.

The "global grants” mechanism was introduced in 1989 to ensure that the funds reach

those most in need, especially for purposes of local development. For this reason, it is some-
times designed as a “small” or “micro” grants mechanism. In practice, this happens through
the delegation of the management and implementation of an Operational Programme to one
or more intermediate bodies, which might be local authorities, regional development bodies,
or non-governmental organizations. Global grants systems often include facilities in terms
of co and pre-financing, allowing better outreach to small and local organizations and help-
ing them to overcome financial obstacles.

Often seen as complementary to global grants, technical assistance is designed to sup-

port the smooth running and management of structural funds’ operation, for instance by
covering studies concerning the operation of the Funds, the exchange of information and ex-
perience, and reaching out to final beneficiaries. In a number of countries, it has been used
to support potential beneficiaries’ access to the funds, through information and training pro-
grammes, as well as ongoing tailored support to some groups throughout different phases
(e.g. applications, follow-up and reporting).

So far only a limited number of governments (including Britain, Czech Republic, Slovenia,
Hungary, Malta and Ireland) have announced their willingness to make use of global grants and/or
technical assistance for NGOs in 2007-2013. At this stage, it is hard to avoid the conclusion that
a major opportunity is being lost to create a better environment for NGOs as beneficiaries.

Beyond the social field, the need for real inclusion proofing of structur-
al funds

Maijor steps still have to be made to ensure that European Social Fund programmes de-
liver better on social inclusion. However, limiting the fight against poverty to the employment
and social policy field would be a critical mistake and additional energy is needed for a bet-
ter integration of social concerns in the whole range of structural funds instruments.

The need for real assessment of the social impact of EU policies and programmes

Economic, internal market, education, transport, enterprise and energy policies have a
major impact on the reality of people experiencing poverty. Yet they are so far only subject
to a limited social impact assessment, which was developed as part of the EU “better requ-
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lation” agenda®'. The new Horizontal Social Clause integrated in the EU Treaty** has the po-
tential to fill the gaps of the current social impact assessment procedure and integrate the
fight against social exclusion in the whole scope of EU policies, as it provides a stronger legal
basis. Yet, in order for the Clause to make a real impact, it has to be supported by new ef-
fective tools, including a real “social inclusion” proofing of policies and programmes.

For social inclusion proofing of all structural funds instruments

Aiming at economic and social cohesion, structural funds should be a key target in the
development of new inclusion proofing mechanisms. If not carefully designed, structural fund
measures can indeed contribute to producing poverty and exclusion rather than reducing
them. Examples of structural fund measures that lead to exclusion include, for example, health
services which provide high-tech equipment - when disadvantaged urban and rural commu-
nities have a poor quality local health service; entrepreneurship programmes which benefit
existing businesses - but not people trying to escape poverty and unemployment; or trans-
port measures which build motorways - but do nothing for isolated, excluded rural commu-
nities that need small bus services. While applying inclusion proofing to labour market and
similar interventions is relatively straightforward, it is more challenging to apply it to areas
outside those traditionally considered the social inclusion part of the structural funds, such
as ICTs, transports, education, enterprise, culture, or sustainable development.

The development of common social inclusion indicators to be used in the planning, man-
agement and evaluation of all structural funds instruments would be a very first step in this
direction, which will probably not be reached before the beginning of the next programming
period. Yet it would show the EU’s concrete commitment to translate the new “horizontal
social clause” into concrete action, provided it ever enters into force.

Possible social inclusion indicators, beyond the social area
EAPN is currently developing a note on social inclusion indicators. You will soon be able to
find it on: www.eapn.org

Theme/measure Suggested indicators (with type of indicator)

Broadband % access to broadband in disadvantaged areas (location)
% use of broadband by excluded groups e.g. unemployed (outcome)

Urban renewal % projects in disadvantaged areas (location)
% rating of consultation process (participation)

31 ttp://ec.europa.eu/enterprise/regulation/better_regulation/impact_assessment/docs/sec_2005_791_guidelines_annexes.pdf.

32 Formulated as follows “In defining and implementing its policies and activities, the Union shall take into account requirements linked to the promotion
of a high level of employment, the guarantee of adequate social protection, the fight against social exclusion, and a high level of education, training and
protection of human health”.

4



001_224:Layout 1 2-04-2008 19:25

Pagina 96 $

Budgeting for the Future, Building another Europe

Agricultural aid

Enterprise grants

SMEs

Transport

Childcare facilities

Energy

Housing projects

Culture, sports projects

Health projects

Environment

What now?

% going to farmers of less than 150 agricultural units (targeting)
% of improved farm incomes (outcome)

% in disadvantaged locations (location)

% going to groups identified as at risk of poverty

% for social economy organizations (participation)

% improvement in incomes, employment in district (outcome)

% in disadvantaged districts (location)
% led by people in target groups identified as disadvantaged

% public transport facilities improved (services, speed) (outcomes)
% disadvantaged groups now able to use transport (outcomes)

% located in disadvantaged districts (location)

% used by parents from disadvantaged groups (targeting)

% parents progressing to training, work, employment (outcome)
% used by people living in fuel poverty (targeting)

% perceiving improvement as a result (participation)

% low income homes fuel costs down, temperatures up (outcome)

% beneficiaries from persons living in poverty (targeting)
% beneficiaries of extreme need categories (e.g. homeless) (targeting)

% using from disadvantaged backgrounds, disability (targeting)

% beneficiaries from groups living in poverty (targeting)
% of targeted groups with improved health (outcomes)

Air quality in disadvantaged locations

Though the planning phase is coming to an end, structural funds are not fixed once and

for all: many channels still exist to develop innovative governance and projects. At this stage,

priority should be given to promote, use and disseminate good practices from across the EU,

which should be better known and used by NGOs themselves, as well as by management
and monitoring committees.
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On mid-term, the current consultation on the future of EU policies and the interim eval-
uation of structural funds will be important opportunities to stress that beyond economic con-
vergence, structural funds can still be a tool for more social cohesion.

Yet this will not happen without efforts, and it is crucial for all stakeholders to keep mo-
bilized and monitor how structural funds are used in practice, but also develop a common vi-
sion for a cohesion policy that really puts sustainable development at its heart.




