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I. EXECUTIVE SUMMARY 

 

The hearing on the Role of the EU budget contribution to public investment in Europe 

was organised by the committee on Budgets as part of the European Parliament's 

annual programme of hearings for 2013, on the initiative of our Rapporteur, Mr Ivailo 

KALFIN (MEP, S&D). 

 

The meeting started at 9.00h with Ms Jutta HAUG (MEP, S&D) in the chair, followed 

by an introduction to the topic by Mr Ivailo KALFIN. The aim of the hearing was to 

put forward current mechanisms and innovative ways on how the EU Budget should 

enhance its role of catalyst for growth and job creation across Europe. 

 

The hearing's structure focused on evidence on the role that the EU Budget has had in 

strengthening public investment and to provide common sharing of experiences when 

using EU funds between Members of the European Parliament and representatives 

from Member States, the Committee of the Regions and the European Investment 

Bank. Therefore, a broad outlook of national and sub-national perspectives was 

planned to merge, aiming to offer a high encompassing overview of the subject to the 

audience. 

 

The hearing started with an introductory presentation by Mr Zsolt DARVAS 

(Bruegel) on the state of the play and perspectives for public investment with an 

emphasis on the EU budget as a tool for strengthening it in Europe. 

 

Afterwards, Ms Marta FERNANDEZ CURRAS (Secretary of State for Budget and 

Public Expenditure in the Ministry of Finance and Public Administrations of Spain) 

provided an overview of Spain's experience in using EU funds and on the role that the 

EU Budget has had in strengthening public investment in Spain. 

 

The third speaker was Mr Pawel ORŁOWSKI (Undersecretary of State in the 

Ministry of Regional Development of Poland), who shared Poland's views on the role 

that EU Budget has as a catalyst for employment and economic growth. 
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Ms Elena MUÑOZ FONTERIZ then offered a regional perspective on how using EU 

funds has had an effect on Galicia's public investment. 

 

Ms Mercedes BRESSO (First Vice-President, Committee of the Regions) was the 

fourth speaker, who provided a broad overview on the state of the play and the 

perspective on European Budget contribution to public investment in European 

Union's regions, thus emphasizing the sub-national scope of EU Budget's funds. 

 

The last expert speaker was Mr Nick JENNETT (Director for New products and 

Special Transactions, European Investment Bank), who offered an outlook on the role 

of the Innovative Financial Instruments in leveraging investments across Europe, 

along with lessons learned and future opportunities, with a particular focus on the 

2014-2020 programming period. 

 

A debate between Members of the European Parliament and the aforementioned 

speakers followed. 
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II. PRESENTATIONS 
 

Mr Ivailo KALFIN gave an introduction on EU Budget contribution to public 

investment in the EU Member States highlighting the importance of how efficiently 

EU funds have been implemented beyond how large the actual funding amount have 

been. Mr KALFIN also put emphasis in Committee of Budgets' interest in good 

practices in both cohesion policies and regional development. Indeed, he pointed out 

that the greatest share of EU funds go back to Member States, are spent in foreign 

affairs issues or either end in EU administration, stressing that only a few part of the 

total funding amount actually ended up in cohesion and structural policy. 

 

Mr KALFIN emphasized that the European Parliament is particularly interested in the 

synergies provided by the EU Budget funding, as it regards to the issue of European 

added value. The tricky question turned out to be how to measure added value, but 

several studies have shown that EU funding really has an impact on Member States' 

decision to enforce public investment, highlighting its role as a trigger to the national 

government spending. 

 

The European Parliament wanted the hearing to lead to a strong evidence exchange of 

view to be able to present well-founded arguments when dealing with the Council of 

the European Union on EU public investment, as Ms Jutta HAUG expressed. 

 

 2.1. The state of the play 

Mr DARVAS from Bruegel presented empirical data of the current amounts and 

impact of EU Budget and public investment in diverse sub-areas of the European 

Union. 

 

After putting forward the difficulty of accurately defining public investment due to 

lack of certain data and the inexistence of well-structured comprehensive databases, 

he turned to public investment trends in the European Union, showing a sharp 

slowdown in European public investment figures (in the case of old EU Cohesion 

states, it decreased from 4% in 2009 to 1.5% in 2012). He stressed the impact of this 

fact when summed up with the economic crisis and the European fiscal consolidation 

rules. 
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When it comes to evidence on correlation between public investment and growth, it 

has turned out to be that infrastructure and education are the factors which most 

positively enforce this link. He ended his presentation pointing out that because EU 

fiscal rules do not foster counter-cyclical public investment, EU Budget should be 

increased to counteract this fact. 

 

 2.2. The Spanish national perspective 

Ms Marta FERNANDEZ CURRAS gave a presentation on the effect that EU Budget 

has had over Spanish public investment. The overall figure shows a huge increase in 

Spanish GDP: whereas in 1994 its GDP was lower than 75% of the European average, 

currently Spain is one of the countries over the EU27 average. 

 

The EU funds have basically interacted with the poorest Spanish regions, therefore 

helping to narrow the territorial wealth gap in Spain. Most of the funds have promoted 

modern infrastructure and transport networks, giving special emphasis on sustainable 

investment. The information and communication sectors, which are part of the 

strongest value adding ones, have also been the priorities of Spanish and European 

public investment, a share of which has also been used to improve education and 

health care institutions during the last twenty years. 

 

In the side of "know-how", EU funding contributions have led to better water 

resources management, especially in the 2007 - 2013 period, and also to better waste 

management. This fact has brought Spain up to the top 5 EU countries with better 

environmental output resources, providing a glimpse of the approach Spanish 

institutions have followed when promoting more sustainable development through EU 

co-financing. 

 

Ms FERNANDEZ CURRAS finally wanted to stress the fact that SMEs have become 

one of the largest beneficiaries sectors of the Spanish-EU public investment. 

 

 2.3. The Polish national perspective 

The Polish case was afterwards presented by Mr ORŁOWSKI, who pointed out how 

important cohesion funds are to counteract the impact of the economic crisis. 
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The main evidence for this fact is Poland being the country which performed the best 

within the whole EU during 2007 - 2012 in terms of GDP increase, thus taking 

advantage of the convergence factor. Mr ORŁOWSKI also argued that between 22% 

and 25% of Polish public investment would not have happened in that period without 

the financial aid from the EU budget, what in turn had an impact on labour market in 

2004 - 2011, that suffered an increase of employment rate of 1.6% to 2.4%. This fact 

has turned Poland into the EU country with less unemployment after Germany. The 

estimated rate of return of European public investment in Polish territory is 125%, 

considerably high bearing in mind the economic recession currently suffered by the 

EU. 

 

Mr ORŁOWSKI is particularly fond on letting the regions play a greater role when it 

comes to public investment, since they are the main providers of added value for that 

kind of investments. 

 

 2.4. The Spanish regional perspective 

Ms Elena MUÑOZ FONTERIZ (Regional Minister of Finance, Region of Galicia, 

Spain) presented a particular case of regional performance in the use of EU funds for 

public investment: the one from Galicia, a North-Western Spanish region. 

 

According to Ms MUÑOZ FONTERIZ, EU Budget input promotes two kinds of 

investment encompassing direct fund injection and leverage effect. Between 1989 and 

1993, Galicia economic status improved to become 93% of EU average GDP. This 

has been possible thanks to a reinforcement of policy-making efficiency, basically 

redirecting EU funds to improve access to financing in order to invest in infrastructure 

and transport networks. Waste management and clean energy creation have also been 

strongly financed by EU funds, thus channelling investment to technology intensive 

sectors. 

 

The main impact that a cheaper access to finance has had on Galician economy has 

been the ease on setting up new companies. Moreover, the leverage effect has led to a 

huge mobilisation of resources and people. 
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The government of Galicia expects from the next 2014 - 2020 Multiannual Financial 

Framework to boost competitiveness and to fight youth unemployment in a regional 

level. In order to achieve such a goal, intelligent growth and prioritizing is needed, as 

well as ensuring effectiveness and efficiency of public investment. In order to 

improve the use of EU funding in Galicia, Ms MUÑOZ FONTERIZ suggested better 

research on whether proposed projects are mature and well-structured enough before 

they are selected to be funded. At the same time, a regular monitoring for them should 

be provided, as well as an objective approach on their performance to better improve 

investments in the future.  

 

 2.5. The European-wide regional perspective 

A European encompassing outlook of the role of regions in public investment was put 

forward by Ms Mercedes BRESSO (First Vice-President of the Committee of the 

Regions). According to Ms BRESSO, about two thirds of total public investment is 

channelized through regional institutions. That shows the high importance of regions 

in investing public resources. 

 

Ms BRESSO also argued that public investment in EU Member States is strictly 

conditional to European funding, since the use of European funds provide long term 

stability, thus making public investment more attractive to private bodies, which in 

turn provide a multiplier effect on funds.  

 

Regarding the next financial perspective, Ms BRESSO is concerned on giving a 

strong importance to public investment as an instrument to get out of the crisis by 

strengthening long term competitiveness. The cooperation between public and private 

funding is essential to ensure the efficiency and effectiveness of investment, and this 

can only be achieved if the EU Budget provides enough incentives for private 

institutions to work on it. According to Ms BRESSO, a joint push by budgetary and 

monetary policy to the right direction would result in enormous beneficial impacts in 

both economy and employment, but before doing so, the competences for each level 

of European, national and sub-national governments have to be settled.  

 

Ms BRESSO put emphasis on the current programmes to achieve such a goal, such as 

the Competitiveness and Convergence Programme, and sees future improvements on 
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the issue through innovative financial instruments, the initiative of project bonds and 

providing certainty to private corporations to invest. 

 

 2.6. The European Investment Bank perspective 

The European Investment Bank, represented by Mr Nick JENNETT (Director for 

New products and Special Transactions), wanted to focus its presentation to the 

Innovative Financial Instruments (IFI) developed by the EIB so far. 

 

For the time being, the EIB along with the European Commission have developed a 

huge variety of instruments in order to support public investment projects. For 

instance, Mr JENNETT cited the creation of a range of twenty different holding funds 

to support local efficient energy projects; the development of the equity funds, aimed 

to programmes regarding infrastructure and energy; and also the green for growth 

efficiency fund. The main objective of IFI is to promote the leverage effect between 

private financing institutions and public investment. 

 

Mr JENNETT argued that the IFI have two main characteristics: sustainability and 

smart design. The sustainability factor aims to design public contributions to provide 

high returns for reinvestment; while the smart design seeks using high targeted public 

money to make effectiveness testing easier so as to spend only the exact amount 

needed for a project and avoid money waste.  What the EIB really wants to stress is 

that public money has to create leverage, not to substitute private funds, since public 

investment is needed to be attractive for investors. 

 

The lessons learnt that Mr JENNETT wanted to put forward are that financial 

instruments must work at the same extent that market does and that they need to be 

flexible to ease the path to achieve their goals, along with governments providing new 

skills and ways to invest. 

 

III. QUESTIONS & ANSWERS 

 

After the presentations section of the hearing, Ms HAUG gave floor for the Members 

of the European Parliament to give an overview of their experience and to put forward 
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their feelings on future challenges when it comes to EU Budget contributions to 

national public investment. 

 

Ms HAUG firstly put forward the issue on how can the EU manage to cope with the 

current contractive economic situation with the fund reduction that the European 

Union's budget is facing. 

 

Mr Salvador GARRIGA POLLEDO (MEP, EPP) agreed with some of the speakers in 

that infrastructure investment is the one with the largest impact on softening the 

economic crisis. Mr GARRIGA POLLEDO made emphasis on avoiding redundant 

investments, which can be achieved by targeting only value adding projects for 

funding. He also wanted to make a point that if the next MFF negotiations succeed, 

the European financial framework for 2014 - 2020 will nevertheless be lower than the 

current one, which in turn collides with huge national finance stress, thus making 

flexibility a prerequisite for European funds to achieve efficiency anyway. This is 

why he directly asked the speakers which instruments they feel can be the most 

efficient ones in the near future. 

 

Mr Ivars GODMANIS (MEP, ALDE) was the third MEP to take the floor, raising the 

issue that there is no correlation between macroeconomic conditionality and the actual 

absorption of funds and even in some cases, he argued that the more funds social 

policy receives, the higher the unemployment rate gets, therefore disputing the 

Commission's plan to provide greater funds to this sector. Mr GODMANIS also 

wanted to make a point on the difference between additionality and co-financing, 

since additionality constraints are becoming asymmetric in different EU Member 

States, thus creating unfairness between the ones who manage to accomplish their 

duties and the ones which do not. 

 

Ms Helga TRUPEL (MEP, Greens/EFA) stressed the need for a well-designed 

strategy in order to put EIB's IFI into practice, since the establishment of EIB's not-

against-the-market rule does not indeed provide information on which market to 

benchmark. 
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Finally, Mr Juan Andrés NARANJO ESCOBAR (MEP, EPP) brought forward the 

issue of the actual objective of EU Budget public investment, growth. Mr NARANJO 

ESCOBAR suggested that, in order to achieve economic growth, fiscal incentives 

have to be provided along with public debt control and monitoring in order to avoid 

Europe from giving contrary overlapping information to Member States and financial 

markets. He claimed for the Council of the European Union to establish its unique 

strategy to approve the next financial framework, as Europe, as he suggested, needs 

good news. Last but not least, Mr NARANJO ESCOBAR wanted to emphasize that 

Spanish SMEs can only access to finance at interest rates that are twice as much than 

in other parts of Europe due to the poorly structured monetary union. He directly 

asked the EIB for measures to achieve homogeneous interest rates within the 

Economic and Monetary Union. 

 

The answers section was started by Mr JENNETT from the EIB, pointing out that IFI 

are policy driven instruments and each one is especially designed for each market 

they act on, thus banishing the idea of a unique benchmark for them. 

 

What Mr DAVAS wanted to focus on was in the ECB policy arguing that a single 

supervisor should be a major element of an efficient and effective future public 

investment policy, since he believed that ECB can really incentivize cheap lending for 

Spanish SMEs. The creation of a European growth fund with attractive interest rates 

would be a superb solution to this problem from his viewpoint. 

 

On her side, Ms BRESSO defended the idea of anti-cyclical regional policy, as funds 

have shown to be profitable under such a policy. Ms BRESSO also wanted to stress 

that regional and social funds have to be balanced to avoid investment overlap by 

having the first of them basically focusing on unemployment, while regional funds 

should take care of the rest. Moreover, she strongly supported the innovative 

instruments' aim to promote public-private funding partnership. 

 

Finally, Mr ORŁOWSKI suggested that the European Social Fund must strengthen its 

role to focus on good governance due to the increase irregularities in institutional 

competences and implementation.  This would overall improve the implementation 
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strategies for future projects by providing a transparent and legal certainty 

environment, which would in turn promote private investment to increase. 

 

 

IV. FURTHER INFORMATION 

 

For further information on the hearing and the topics dealt within, please visit the 

BUDG website: 

 

 EU Budget Contribution to public investment in Europe, Hearing Dossier and 

Background Note, Policy Department D: Budgetary Affairs, European 

Parliament (2013). 

http://www.europarl.europa.eu/committees/en/budg/events.html#menuzone 

 

 Overview of financial instruments used in the EU multiannual financial 

framework period  2007-2013 and the Commission’s proposals for 2014-

2020, Analytical Study, Policy Department D: Budgetary Affairs, European 

Parliament (2012). 

http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageD
ocument=EN&file=73151 

 

 The implications for the EU and national budgets of the use of innovative 

financial instruments for the financing of EU policies and objectives, Study, 

Policy Department D: Budgetary Affairs, European Parliament (2012). 

http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageD
ocument=EN&file=76312 

 

 

http://www.europarl.europa.eu/committees/en/budg/events.html#menuzone
http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageDocument=EN&file=73151
http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageDocument=EN&file=73151
http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageDocument=EN&file=76312
http://www.europarl.europa.eu/committees/en/studiesdownload.html?languageDocument=EN&file=76312

