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Abstract  

A. With Poland, Czech Republic, Slovakia and Hungary sharing similar conditions for growth 
and similar objectives of economic development, the Visegrad Group (further on in the text 
V4) would be well advised to act as a joint platform for identifying common goals under the 
EU’s Multiannual Financial Framework 2014-2020 (further on in the text the MFF), 
coordinating their MFF negotiating positions and identifying methods for MFF 
implementation. Recent years (2010-2012) have shown a significantly strong level of V4 
states cooperation regarding the overall support provided under the EU’s financial 
framework, EU policy towards less developed regions and its links with sectoral policies 
and proposals of innovative financial instruments to ensure flexible support for 
development. It is advisable to further develop this course of action.  

B. The MFF is central to ensuring cohesion between less developed regions and the rest of the 
EU. Efforts to align the EU’s financial framework to the requirements of the Treaty of 
Lisbon and new rules for EU financial instruments should not reduce the funding available 
under the current instruments to V4 countries. It is in the interest of V4 states to ensure that 
revised EU regulations do not have a negative impact on how much support will be 
available in real terms under cohesion policy. 

C. The EU’s new financing system (own revenue from the goods and services tax (VAT) and 
tax on financial transactions) takes care of the formal requirements of Article 311 of the 
Treaty on the Functioning of the European Union (TFEU). It creates a transparent and fair 
system of how the costs of the functioning of the EU are financed. It removes the 
consequences of what happened historically regarding rebates which were probably 
justified at the time but not any longer. From the perspective of V4 countries the changes 
could reduce the lack of proportion and replace it with a more transparent and solidarity 
based EU financing mechanism. If levied on the finance sector, the tax on financial 
transactions could ensure a fairer playing field within the EU and reduce speculation 
transactions, especially regarding the non-euro zone countries. 

D. V4 countries do not have identical goals regarding the future structure and size of structural 
funds. On the other hand, countries who are net contributors, have similar expectations 
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when it comes to reducing funding for regional development and the relevant structures. 
Increased spending on research and innovation is a welcome move. With regional 
development funding subjected to new rigours such as analyses of the socio-economic 
potential of regions, lower caps for the particular countries and new technical conditions, 
there may be risks to a stable development of V4 countries designed to bridge the gap 
between them and more developed EU countries. 

E. Cohesion policy budget should not only be large enough to support the targets, but also 
include a spending rule to meet the actual needs. This applies to the eligibility of non-
recoverable VAT and the performance rules which should remain unchanged (n+3/2).  

F. While the Connecting Europe Facility is in principle a good instrument for V4, its 
implementation may have a negative impact on the delivery of cohesion policy. Because 
these instruments may be in competition with each other, project synergy may be difficult to 
achieve. In addition, the structure of Connecting Europe funding sources and eligibility 
rules may weaken the development of V4 countries. 

G. The proposed system of macroeconomic conditionalities, with funding awarded based on 
member states’ macroeconomic results, calls for some caution. The consequence is that 
policies co-funded with EU money would be linked to economic performance with regions 
undeservedly punished for central government policy. If it is not precise enough, such 
conditionality may discourage investment risk taking, especially in those regions of the EU 
that are lagging behind. 

H. With the MFF process running late, there may be negative implications for net recipients, 
which include V4 countries. It should be expected that further MFF changes and 
negotiations will not help to increase the budget or facilitate access to the funds. This is why 
it is in the interest of these countries to take the relevant decisions as soon as possible.  

1. Common goals of V4 countries and methods to achieve them  

Similar history and geographical location were the foundation for a closer cooperation between 
Poland, Czech Republic, Slovakia and Hungary which formed the so called Visegrad Group 
(further on in the text “V4”). This form of cooperation between countries is increasingly more 
important both within the European Union (further on in the text “EU”) and other areas. A 
growing spectrum of countries keen to cooperate with V4 makes it an important platform for 
pursuing common and particularistic interests and determines future orientations of cooperation.  

As we know from experience, V4 countries pursued diverging interests, which when combined 
with the lack of consistency in working towards common goals, undermined the significance of 
V4 as an effective form of realising common goals. The recent move towards a close 
cooperation, e.g. in the electricity and natural gas market, sends an important signal regarding 
the orientations of future cooperation.  

An important area of joint action is the EU’s Multiannual Financial Framework 2014-2020 
(further on in the text the “MFF”) which is ultimately designed as a driver of continued 
sustainable development of V4 countries. It may also bring about change for future funding of 
infrastructure projects with regional development support moved to other areas of the EU with 
different territorial features and scope. This could have significant negative consequences for V4 
countries. 

Given the current level of economic development, V4 countries cannot afford to give up on 
support under regional programmes. Reduced levels of support in real terms may affect the 
speed of development of national economies and their capacity for achieving other EU 
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objectives such as environmental protection, security (including energy security), education, 
research and development and social policy. 

V4 countries show stable economic growth with average values exceeding the EU average since 
accession to the European Union. Yet the gap in economic development which grew in the past 
continues at a high level. This is illustrated in the map below showing the relation between GDP 
per capita in the region and the European Union average. According to Eurostat 2009 data the 
majority of V4 countries fall within the range of 20-50%, significantly behind the EU average. It 
is only regions around capital cities, i.e. Prague and Bratislava, that can boast a good or 
relatively good economic growth. This shows the significance of external funding from EU 
funds for the development of these regions. 

Map 1: Relation between GDP per capita in V4 regions and the EU average in 2009. 

 
Source: Eurostat 

With V4 countries sharing similar conditions for growth and similar objectives of economic 
development, V4 would be well advised to act as a joint platform for identifying common goals 
under the MFF and methods to achieve them and for coordinating their MFF negotiating 
positions.  

Recent years (2010-2012) have shown a significantly strong level of V4 states cooperation at the 
governmental level in a number of areas. V4 countries are working to identify common goals 
and subsequently take further steps at the EU level. With regard to the MFF their common goals 
refer to the overall support provided under the EU’s financial framework, EU policy towards 
less developed regions and its links with sectoral policies and proposals of innovative financial 

more than
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instruments to ensure flexible support for development (bonds, increasing the capacity of the 
European Investment Bank)1.  

2. The significance of the new financial perspective for V4 countries 

The Treaty of Lisbon (Official Journal of the European Union C 306 of 17 December 2007, 
 s.1.) which introduced the Treaty on the Functioning of the European Union (TFEU) and 
amended the Treaty on European Union (TEU) regulates the multiannual financial framework.  
As set out in Article 312 of the TFEU, the multiannual financial framework ensures that EU 
expenditure develops in an orderly manner and within the limits of its own resources. It 
emphasises two elements financial perspective has to include, i.e. orderly manner, transparency 
and simplicity and staying within the limits of resources. Under the regulation the financial 
framework is established for a period of at least five years and the annual budget must comply 
with the multiannual financial framework. The financial framework determines the amounts of 
the annual ceilings on commitment appropriations by category of expenditure and of the annual 
ceiling on payment appropriations. The categories of expenditure, limited in number should 
correspond to the Union’s major sectors of activity. The financial framework should lay down 
any other provisions required for the annual budgetary procedure to run smoothly. 

While the MFF principally follows the above rules, a more targeted set of rules in some areas 
could be of importance for V4 countries. The first issue relates to the time period of the MFF 
which runs from 2014 to 2020. While it corresponds to the Treaty of Lisbon framework, a 
longer-term perspective would be more appropriate, especially for infrastructure projects 
supported under regional programmes. With a stable financial perspective over an extended 
period, beneficiary countries can improve the rationale and internal cohesion of projects and 
secure their own contribution. The second issue is the lack of consistency of support across 
different EU programmes. Because not all programmes are covered by the MFF, it affects the 
transparency of their legal framework and curbs the democratic control over the goals and 
expenditure.  

If possible, the setting up of separate earmarked funds to support European Commission actions 
which are not necessarily in the interest of V4 countries should be limited. What makes the 
current round of MFF negotiations different is that the new financial instruments are made part 
of the MFF. This could reduce the pool of funds available under the current instruments to V4 
countries. It is in the interest of V4 countries to ensure that this sort of change does not reduce 
the support in real terms under cohesion policy. 

3. The significance of the new EU financing rules for V4 

The Treaty of Lisbon also regulates the EU budget. As set out in Article 311 of the TFEU, EU 
member states agreed that the EU will provide itself with the means necessary to attain its 
objectives and carry through its policies. Another important provision in this context is that 
member states must ensure that the EU budget will be financed wholly from own resources. 

When analysed, the current MFF negotiations show a number of points of conflict, one of them 
being the system of EU revenue sources. Following up on the solutions provided in the Treaty 
of Lisbon, the European Commission proposed to build the EU’s system of own resources 
                                                 
1 Conclusions from the meeting of Ministers responsible for Cohesion Policy of the Visegrad Group countries, 
Bulgaria, Romania and Republic of Slovenia in the presence of the Member of European Commission responsible 
for regional policy, Visegrad Group Presidency Communication on Multiannual Financial Framework of 14 
October 2011, Letter of the Prime Ministers of the Visegrad Group Countries to the President Barroso, President 
Van Rompuy, President Schulz of 22 June 2012.  
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receipts on revenue from value added tax (VAT) and a new tax on financial transactions. The 
new system would replace part of the current financing system where member states make direct 
payments based on their gross national income with corrections and rebates which the particular 
countries are entitled to.  

This change should benefit V4 countries. First, it would build a transparent and fair system of 
paying the costs of the functioning of the EU. Second, the system would do away with the 
consequences of what happened historically regarding rebates which were probably justified at 
the time but not any longer. The objective of the EU is to act in the spirit of solidarity among 
member states with solidarity equally present in the system of financing EU expenditure. After 
all, V4 countries joined the EU under conditions that were less favourable than those applied to 
EU15 countries. They had to follow the regime of opening their domestic markets for EU15 
goods and services and were awarded less support for regional development and agriculture. In 
addition, they had to accept rebates “with the benefit of inventory” that were enjoyed by some 
EU15 countries of a much higher level of development. The new system of EU financing should 
remove or significantly reduce the disproportions and adopt a more transparent and solidarity-
based mechanism. EU support funds for V4 countries, among others, help to amortise to some 
extent the inequality and improve the competitiveness of these countries. In addition, tax levied 
on the financial sector would contribute to a more a level playing field in the EU and could 
reduce speculation transactions, especially with regard to non-euro zone countries. 

4. The significance of the new structure of development programmes  

Agriculture and regional development funds are the main areas of European Union expenditure. 
Due to political considerations support for agriculture is not likely to change significantly except 
a possible shift from direct aid to rural support. The majority of savings can be made in regional 
development funds.  

V4 countries do not have identical goals regarding the future structure and size of structural 
funds. On the other hand, countries who are net contributors, have similar expectations when it 
comes to reducing funding for regional development and the relevant structures. Increased 
spending on research and innovation is a welcome move. If they are to be accomplished, V4 
common goals must be coordinated as to the amount and structure of regional development 
funds. While this process is already under way, V4 countries should consider the possibility of a 
stronger joint action.  

The proposed change in funds operation involving a simplified awards system and multi-fund 
support, seems a reasonable move. As we know from national practice, the allocation of funds 
and coordination of spending has increased the administrative burden. While a more centralised 
operation at the EU level could help with the absorption of funds, it should not limit the scope of 
potential beneficiaries compared to today.  

In order to make EU expenditure more efficient, the European Commission proposed a joint 
strategic framework to cover all EU funds and transform Europe 2020 Strategy objectives into 
investment priorities. The Commission’s plan is to enter into partnership agreements with each 
member state. These would include a commitment of national and regional level partners to 
spend their allocations by contributing to Europe 2020 delivery. Progress on the commitments 
will be measured against the agreements. According to the European Commission’s plans there 
will be a percentage allocation for the funds, investment priorities and thematic objectives which 
will be identical for all regions within the same category. This would bring the decision-making 
powers above the level of member states who have the best understanding of their areas, needs 
and legal and institutional setup.  
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While it is clear that the rate of funds absorption depends on a number of factors, a boost in 
absorption can be achieved through fund information and promotion. This should be supported 
by advisory services at EU level. Because regional and local authorities are important 
contributors to funds coordination, a stronger involvement on their part should be envisaged. 

The planned increase in research and innovation spending is a welcome move. They are 
important funds for countries pursuing a long-term development based on high technologies 
which is true not only for V4 countries but also for net contributors to the EU budget.  

The question is whether it makes sense to reduce the funding in relation to the regions’ 
economic potential (more support for the poorest regions) or introduce country limits based on 
the previous availability of funding (e.g. in a previous year). This could reduce the potential 
amounts available to V4 countries.  

At times of cuts to national budgets, the EU budget should provide an incentive for Europe to 
grow. In particular, cohesion policy covering all of the EU’s regions and focussing on the least 
developed ones, cannot be curtailed by cuts or by moving spending to other areas. As a result, 
cutting the amount available to a single member state under cohesion policy from the current 4% 
to 2.5% of gross national income does not seem right. This could affect the delivery of cohesion 
policy focus on the poorest regions. On the one hand, the European Commission is looking to 
increase the efficiency of cohesion policy expenditure by identifying a limited number of 
priority objectives linked to Europe 2020. On the other, it is reducing the maximum level of 
funds. The result could be a further widening of the gap between EU regions, especially during 
the crisis. 

5. Maintaining the n+ rule under MFF programmes  

The 2007-2013 financial perspective allowed a more flexible spending rule than the proposed 
MFF. Operational programmes followed the “n+3” rule which meant that allocations to a 
beneficiary country for 2007 (year “n”) could be spent until 2010 (year “n+3”), 2009 allocations 
could be spent until 2012 and 2010 allocations could be spent until 2013. Between 2011 and 
2013 the “n+2” rule was implemented with a shorter spending regime. When this period ended 
the difference between the allocation from the EU budget and payment claims submitted to the 
European Commission was withdrawn.  

It is important for beneficiary countries, which include V4 countries, to follow a more flexible 
spending policy. This is particularly important for large projects that require a number of time 
consuming efforts to provide financial security and have to go through a lengthy tendering 
procedure. The end result, however, is that the entire allocation can be spent without 
compromising the EU’s control of expenditure. It is important to takes steps to ensure that the 
MFF maintains this rule. Otherwise this could hurt absorption of funds designed to bridge the 
gaps of regional development across the EU, which includes V4 countries. This is of particular 
importance at a time of economic slowdown which makes access to external financing a more 
time consuming process.  

6. Ensuring the eligibility of non-recoverable VAT 

A practical problem involved in funds absorption is the eligibility of non-recoverable VAT as a 
cost to be reimbursed by the EU. A possible solution to the problem would be a general rule 
making non-recoverable VAT an eligible cost. There must be a uniform eligibility rule on this. 
This could be done by extending the current rules under cohesion policy to other programmes 
operated under the shared management system.  
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7. Negative aspects of Connecting Europe 

The development of infrastructure in the EU is one of EU policies identified in Articles 170-172 
of the TFEU designed to enable citizens of the Union, economic operators and regional and 
local communities to derive full benefit from the setting-up of an area without internal frontiers. 
The Union should contribute to the establishment and development of trans-European networks 
in the areas of transport, telecommunications and energy infrastructures. The EU should aim at 
promoting the interconnection and interoperability of national networks as well as access to 
such networks. It should take account in particular of the need to link island, landlocked and 
peripheral regions with the central regions of the Union. This policy is of particular importance 
for V4 countries whose history meant that their infrastructure is not fully integrated with other 
EU countries or sufficiently integrated internally. From this perspective V4 countries can benefit 
from the Connecting Europe Facility. It raises, however, some important questions for these 
countries.  

First, this instrument of support for projects of European significance can put at risk the 
integrated approach to infrastructure projects supported under the Connecting Europe Facility 
and cohesion policy. By competing with each other, these mechanisms can in fact hamper 
project synergies. Second, the transfer of some of the cohesion fund money to the Connecting 
Europe Facility will weaken the first fund. Finally, the new rules of funds allocation will mean 
less member state involvement and more discretion in the hands of the European Commission.  

8. Negative consequences of macroeconomic conditionality  

Proposed by the European Commission, the draft MFF includes mechanisms of macroeconomic 
conditionality where assistance is allocated based on member state macroeconomic 
performance. As a result, funds can be suspended or reclaimed entirely, unless countries observe 
budget discipline and follow up on recommendations designed to bring back economic stability.  

The idea behind this may be justifiable from the standpoint of other goals of the EU. There is 
some doubt, however, whether it should be applied to assistance. The purpose of the funds is to 
help regions develop, especially those lagging behind. This rule, in fact, penalises regional and 
local authorities for the decisions of central governments. This does not seem justifiable, both 
for reasons of economic and regional development support.  

In addition, the lack of clarity in the regulations may lead to more risks for beneficiaries and 
potential beneficiaries. It is not sufficiently clear what the claw back will entail, i.e. whether it 
will apply to allocations already received or future allocations. Neither is it clear whether 
allocations will be suspended at the level of the EU and member state relations or at the level of 
the actual beneficiary of the funds. There is no clarity regarding the threshold of sanctions 
resulting from these conditionalities. All this adds to the investment risk, an element to be 
considered by the beneficiary and co-financing organisation. Funds availability may suffer and 
costs of financing may increase or even discourage investments altogether. V4 countries as the 
beneficiaries of these funds may be particularly affected by these new solutions. 

Conclusion  

The position of V4 countries and how quickly they can bridge the gap versus the other EU 
member states depend on the amount of structural funding and other elements of cohesion 
policy. The cuts planned to the EU funds budget and the new structure and objectives of the 
funds may weaken the capacity of V4 countries. This is why V4 countries should continue their 
efforts to maintain the size and importance of regional development policy. Despite varying 
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interests, V4 countries should be able to identify and pursue common goals to maximise the use 
of the funds in the V4 region. If adopted, a joint position of these countries can act as a 
counterbalance to efforts pursued by net contributor countries. The net contributor countries can 
make the differences within the V4 group work to their advantage as they argue for a changed 
MFF, which is not necessarily in line with the interests of V4 countries.  

MFF negotiations are a particularly difficult process with clashing interests of EU member states 
trying to strike a balance between money paid and money received from the EU budget. The 
pressures of national interests take over and overshadow strategic thinking, shared interests and 
Europe’s important priorities. This type of particularistic thinking should be remodelled, if not 
in all of the EU, then at least in regions pursuing similar goals, just as V4 countries. Further 
delays in adopting the MFF will have a negative impact on the position of net beneficiary 
countries, which includes V4 countries. It should be expected that further changes and 
negotiations will not increase the budget or facilitate access to the funds. This is why it is in 
their interest to take the relevant decisions as soon as possible. 


