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1 Introduction

The European Commission and the Member States are mandated by the
regulations that lay down the rules for the European Structural and Investment
Funds! (ESIF), Horizon 2020, and other EU programmes directly managed by the
Commission in the areas of research, innovation and competitiveness - in
particular COSME, Erasmus+, Creative Europe, European Union Programme for
Employment and Social Innovation ("EaSI")? and the digital services part of the
Connecting Europe Facility> - to ensure coordination, synergies and
complementarities®.

Although there has been a substantial increase in the budget of Horizon 2020
(almost EUR 80 billion) compared to the previous research framework
programmes and although there has been a steep increase of the innovation and
competitiveness-related budgets under cohesion policy over the past decade’, it
is of utmost importance to ensure optimal synergies between the funds to face
the ever increasing competitive pressure from global markets and maximise
impact and efficiency of public funding®. The European Parliament and Council
made it clear that this approach is no more a "nice to have" but a "need to
implement". This political will needs to permeate all layers of stakeholders, at
Member State level as well as Commission services level, including
intermediaries and facilitators' networks.

To achieve this, it is crucial to align strategies and implementation modalities and
complement existing and future roadmaps. However, translating this new reality
will be a learning process, given that ESIF implementation is under Member
States' shared management rules while Horizon 2020, COSME, Erasmus +, etc.
support is allocated at EU level (directly or indirectly by the Commission). A first
effort lies in making strategic choices and planning on the side of the regions and
Member States, i.e. to foster excellence in the smart specialisation areas. On the
Horizon 2020 side, it consists of implementing the programmes in a synergies-
friendly manner in terms of raising awareness, providing information, engaging
in communication campaigns, and connecting National Contact Points (NCP) as
much as possible to national and regional ESIF policy makers and managing
authorities.

! ESIF refers to: ERDF - European Regional Development Fund, Cohesion Fund, ESF - European Social Fund,
EAFRD - European Agricultural Fund for Rural Development and EMFF — European Maritime and Fisheries Fund.
2 See also guide to social innovation: http://s3platform.jrc.ec.europa.eu/quides

3 The broadband part of digital CEF is addressed in a separate guide on broadband investments to be published
here: http://s3platform.jrc.ec.europa.eu/digital-agenda

4 Regulation 1303/2013 laying down common provisions of the ERDF, ESF, Cohesion Fund, EAFRD and EMFF;
Regulation 1299/2013 on specific provisions for the support from the ERDF; Regulation 1300/2013 on the
Cohesion Fund; Regulation 1304/2013 on the ESF and Regulation 1302/2013 on a European grouping of
territorial cooperation (EGTC).

5 From some 6% of the funds in the 2000-06 period to around 25% in the 2007-13 period with a further
increase in the 2014-2020 Cohesion policy programmes. Already in 2008 around 9% of the public spending on
R&I in the EU came from the EU budget, roughly half and half from the 7th Framework Programme and the
European Structural Funds. See Innovation Union Competitiveness report 2011.

¢ The thematic concentration of ERDF on research, innovation, ICT, SME competitiveness, energy efficiency and
renewables is expected to result in EUR109.5 billion (current prices) ERDF investments into these
competitiveness drivers.
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This staff working document is thus a guide geared at (but not limited to) staff
and organisations involved in the strategy development - in particular smart
specialisation strategies (RIS3)’, design of ESIF programmes and work
programmes or work plans, design of the implementation modalities, making
choices in terms of support tools, project formats, reporting requirements, audit
systems and the drafting and interpretation of ESIF, Horizon 2020, COSME,
ERASMUS+, Creative Europe and other regulations, rules for participation,
delegated acts, etc. It targets public authorities at EU, national and/or regional
levels, including agencies in charge of payments, control and audit; members of
programme and monitoring committees, managing authorities in charge of
designing and implementing ESIF programmes; institutions involved in the
implementation of policy instruments for research, innovation and
competitiveness at EU, national and regional levels; intermediaries that facilitate
access to funding, such as NCPs for Horizon 2020, the Enterprise Europe
Network, National Agencies for Erasmus +, etc.

The guide contains explanations on the basic rules and principles for obtaining
synergies and combining the different funds, and contains recommendations to
the relevant actors, as well as Commission support to facilitate synergies. It is
accompanied by explanations on each programme (Annex 1) and guidance to a
set of scenarios to inspire programme designers and implementers regarding
project formats and potential and non-exhaustive combination schemes (Annex
2).

The guide is complemented by separate guidance on financial instruments® and
by guidance for potential beneficiaries of R&I and competitiveness related EU
programmes”’.

2 Basic principles and concepts for synergies

Combined funding of ESIF programmes and Horizon 2020:

¢ NO substitution of national/regional or private co-funding to EU
projects/programmes under direct Commission management by ESIF money
(and vice versa).

¢ NO double financing: in no circumstances shall the same costs be financed
twice by any budget.

7 Smart specialisation strategy means the national or regional innovation strategies which set priorities in order
to build competitive advantage by developing and matching research and innovation own strengths to business
needs in order to address emerging opportunities and market developments in a coherent manner, while
avoiding duplication and fragmentation of efforts; a smart specialisation strategy may take the form of, or be
included in, a national or regional research and innovation (R&I) strategic policy framework. The development
of smart specialisation strategies through involving national or regional MAs and stakeholders such as
universities and other higher education institution, industry and social partners in an entrepreneurial discovery
process is compulsory for the regions and Member States that wish to invest ERDF into research and
innovation. Smart specialisation strategies shall include up-stream and down-stream actions with Horizon 2020.
See: RIS3 Guide: http://s3platform.jrc.ec.europa.eu/s3pguide

8 See http://ec.europa.eu/regional policy/thefunds/fin inst/pdf/fi esif 2014 2020.pdf and
http://ec.europa.eu/regional policy/thefunds/fin _inst/index en.cfm

9 An up-date of the “Practical Guide to EU funding opportunities for research and innovation”
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e Synergies among programmes: Synergies mean joint or coordinated
efforts to achieve greater impact and efficiency, not only combining ESIF and
Horizon 2020 money in the same project!

Synergies can be achieved through:

e bringing together Horizon 2020 and ESIF money in the same project (that
could be a single action or a group of coordinated actions/operations, but
always provided that there is no double funding of the same expenditure
item) in view of achieving greater impact and efficiency'’;

e successive projects that build on each other or;
o parallel projects that complement each other.

e ESIF programmes could also be designed and implemented!! to take up high
quality project proposals from Horizon 2020 or other centrally managed
programmes, for which there is not enough budget available in the respective
programmes.

2.1 Concept of Synergies

The Commission services identified synergies between the different Union funds
as amplifying the research and innovation investments and their impact,
combining different forms of innovation!? and competitiveness support®®, or
carrying innovative ideas further along the innovation cycle or value chain to
bring them to the market. Synergies are thus about obtaining more impacts on
competitiveness, jobs and growth in the EU by combining ESIF, Horizon 2020
and other EU instruments in a strategic and also cohesion-oriented manner.

In order to achieve such synergies, the Commission services paved the way for a
strategic approach with a medium to long-term perspective, starting at the stage
of involvement of stakeholders ('entrepreneurial discovery process') to shape the
smart specialisation strategies (RIS3 - Research and Innovation Strategies for
Smart Specialisation). Such RIS3 strategies set out the national or regional
frameworks for investments in research and innovation not only from ESIF, but
from all funding sources. Authorities directly concerned by Horizon 2020 and
other EU programmes in the given territories shall thus be associated in this
process'®.

The Commission services strongly encourage synergies through bringing together
Horizon2020 and ESIF money in the same project (possible only for Horizon
2020), or through successive projects that build on each other or parallel
projects/roadmaps that complement each other (see funding options in annex 2).

10 Nota bene that this is only possible for Horizon 2020 not other EU programmes

11 Notably in compliance with Art. 125(3) of CPR as regards the selection processes and criteria for operations.
12 This concerns all forms of innovation, including social innovation, service innovation, design, creativity,
process innovation, work place innovation, user-driven innovation, public sector innovation, etc.

13 E.g. by fostering SME internationalisation, the development of innovation and specialised business support
services and improved policy making and analysis

4 The same goes for the digital growth strategies as regards ICT-based innovation
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2.2 Regulatory scope for synergies

The Regulations of 2014-2020 EU programmes contain a number of novelties
that enlarge the possibilities for synergetic use of the EU funds.

2.2.1 Synergy-enabling rules in the ESIF regulations

The Regulation laying down common provisions (CPR) for ESIF sets out the
following:

Article 15(1)b(i): Partnership Agreements (PAs) are to contain arrangements, in
line with the institutional framework of the Member States that ensure
coordination between ESIF and other EU and national funding instruments and
with the European Investment Bank (EIB).

Article 65(11) provides for a possibility of cumulating grants from different EU
funding instruments (or from one or more ESI Fund through one or more
programmes and other Union instruments) for the same beneficiary or the same
project, provided that the same expenditure/cost item does not receive support
also from another EU fund (from the same Fund under different programmes,
from another Fund or from other Union instruments).

Article 67(5)b and 68(1)c allows for an alignment of cost models (scales of unit
costs, lump sums and flat rates) for corresponding costs and similar types of
operations and beneficiaries in Horizon 2020 and other EU programmes.

Article 70(2) stipulates a possibility of up to 15% of the support from the ERDF,
Cohesion Fund and EMFF at the level of the priority (up to 5% of the support
from the EAFRD at the level of the programme), and up to 3% of the budget of a
ESF operational programme (Article 13(3) ESF) to be allocated to operations
located outside the programme area'®.

15 Art. 13(3) of the ESF Regulation (Regulation (EU) N°1304/2013 of the EP and of the Council of 17/12/2013-
OJ L 347/470 of 20.12.2013) allows that up to 3% of the budget of an European Social Fund (ESF) operational
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Article 96(6)a: ESIF programmes are to set out the mechanisms that ensure
coordination between ESIF and other EU and national funding instruments, and
with the EIB, taking into account the relevant provisions laid down in the
Common Strategic Framework (annex I to the CPR).

Article 96(3)d: programmes shall describe arrangements for interregional and
transnational actions within the national and regional ESIF programmes with
beneficiaries located in at least one other Member State.

ANNEX I - Common Strategic Framework, sections 3 and 4, requires the
Commission and Member States to foster synergies, effective coordination and
complementarity between the different programmes.

2.2.2 Derogation of non-cumulative principle for combination with
Horizon 2020'¢

ESIF Horizon2020
Art. 65(11) CPR: "An operation may receive Article 37 Rules for Participation:
support from one or more European Structural "Cumulative funding:
and Investment Funds or from one or more An action for which a grant from
programmes and from other Union instruments, the Union budget has been

provided that the expenditure item included in a ' awarded may also give rise to the
request for payment for reimbursement by one of | award of a grant on the basis of

the ESI Funds does not receive support from Regulation [Horizon 2020]
another Fund or Union instrument, or support provided that the grants do not
from the same Fund under another programme.” cover the same cost items."

Regulation EU No 1290/2013 laying down the Horizon 2020 rules for participation
(Article 37) and the Common Provisions Regulation on the ESIF (Article 65(11))
allow for the funding of the same project (action/operation) through several
grants from different EU instruments, including from different ESIF funds and
programmes, subject to the absence of double funding.

To ensure the latter, Horizon 2020 and ESIF funding shall not cover the same
cost / expenditure item.

The right to combine ESIF and Horizon 2020 does not waive the obligation for
the beneficiaries to provide national/regional/private co-funding, if required by
the grant agreement.

The non-cumulative principle set out in Article 129 of Regulation (EU, Euratom)
No 966/2012' applies only to grants. Hence, the derogation can only apply to
grants and must be authorised in the relevant basic acts.

programme or ESF part of a multi-fund OP may be allocated to operations located outside the programme area,
provided that it concerns the thematic objective 'promoting sustainable and quality employment and supporting
labour mobility' or 'investing in education, training and vocational training for skills and life-long learning”, and
provided that the relevant monitoring committee has given its agreement to the operation or types of
operations concerned.

6 Nota Bene: this section applies exclusively to the cumulation of ESIF and Horizon 2020 funding. The
interpretation of the rules for cumulation of ESIF with other EU instruments or the cumulation of funding from
different ESIF programmes may differ.

17 Reqgulation (EU, EURATOM) No 966/2012 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 25
October 2012 on the financial rules applicable to the general budget of the Union (OJ L 298, 26.10.2012, p. 1)
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There is no derogation from the non-cumulative principle in the regulations on
Erasmus+, Creative Europe, CEF and COSME'®, meaning that for these
programmes a combination of funds within the same project is not possible.

Eligible costs/expenditures are costs actually incurred by the beneficiary of a
grant and which meet the criteria of Regulation (EU, Euratom) No 966/2012.

What exactly can be an eligible cost (including indirect cost, and depreciation
costs, etc.) and thus a cost/expenditure item differs under Horizon 2020
depending on the project formats with their different grant agreement types
(e.g. Marie Sktodowska-Curie actions, standard collaborative R&I actions with at
least three legal entities from three different countries, EIT-KIC funding, grants
for pre-commercial public procurement or public procurement of innovative
solutions, ERA Chairs, etc. - see Annex 2). Details regarding the required
(minimum) number of participants, type of participant and geographical spread,
funding rates, lump sums or scale of unit costs that can be used for an action, or
exceptionally, beneficiaries that are identified for grants without a call for
proposals, can be found in the work programmes (and “work plans” for Article
185 and 187 initiatives) of Horizon 2020 and in the general annexes®.

What is a cost / expenditure item?

Taking into account the objective of reference to a cost / expenditure item (i.e.
the absence of double financing by the Union budget) a cost item can be defined
as follows:

A cost / expenditure item is the amount declared as eligible for Union
funding under a budget category.

Depending on the budgeting approach, the budget category may be defined per
activity (e.g. costs of training activities, work package), per nature (e.g.
personnel costs, costs for durable equipment or for consumables, etc.) or by a
combination of the nature and activity (e.g. costs of personnel assigned to the
training activities).

The amount declared as eligible corresponds to the costs complying with the
eligibility conditions set out in the corresponding basic act. Since only costs
incurred in relation to the action funded by the grant are eligible, a cost
/expenditure item is limited to the costs of the resources consumed for
the action (for example the personnel costs for the hours actually worked on
the action or the depreciation costs of equipment corresponding to the duration
of the action and the rate of actual use for the action).

18 Note however that Art. 10(2) COSME regulation allows the following: "The Enterprise Europe Network may
also be used to deliver services on behalf of other Union programmes such as Horizon 2020. This may include
dedicated advisory services encouraging SME participation in other Union programmes". Some services directly
delivered to SMEs by the Enterprise Europe Network partners might also be covered by objectives of OPs and
could therefore possibly be separated and supported by ESIF grants and at ESIF conditions.

v See first calls under H2020:
http://ec.europa.eu/research/participants/portal/desktop/en/opportunities/h2020/index.html

20 http://ec.europa.eu/research/participants/data/ref/h2020/wp/2014_2015/annexes/h2020-wp1415-annex-

ga_en.pdf
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illustration).

21 See also R&D&I State Aid framework: “A R&D project may consist of several work packages, activities or
services, and includes clear objectives, activities to be carried out to achieve those objectives (including their
expected costs), and concrete deliverables to identify the outcomes of those activities and compare them with
the relevant objectives. When two or more R&D projects are not clearly separable from each other and in
particular when they do not have independent probabilities of technological success, they are considered as a
single project.” http://ec.europa.eu/competition/state aid/modernisation/index en.html

22 QOperation is under ESIF a "project, contract, action or group of projects selected by the MAs of the
programmes concerned, or under their responsibility, that contributes to the objectives of a priority or
priorities" of the operational programme from which it is funded. (Art.2(9)CPR)
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3 Recommendations for next steps

3.1 Synergies need preparation and efforts at all stages of
programming and implementation and by all actors involved

To achieve synergies all levels and stages of the programming and
implementation need to be addressed, i.e.

v’ Starting at the strategic level with awareness and understanding of the
opportunities offered by different EU programmes, the development of
smart specialisation strategies and EU level strategies and plans,

v' The development of work programmes and work plans in the framework of
Horizon 2020, and the preparation of the Partnership Agreements and of
ESIF programmes (including the choice of priorities, specific objectives,
types of actions and beneficiaries, on the basis of an analysis of the needs
- 'intervention logic' - see Annex 1) in the ESIF framework,

v' And finally the set-up of the implementation mechanisms, project selection
processes, information services, guidance to potential beneficiaries,
monitoring of the implementation, etc.

At Strategic Level, the Commission made the development of coherent and
comprehensive policy strategies and implementation plans an obligation if
Member States and regions wish to invest ESIF into related policy areas.

The Commission’s own strategy building efforts started with the adoption of the
Europe 2020 strategy and its seven flagship initiatives that chart out a coherent
jobs and growth agenda. Besides the Innovation Union flagship, in particular the
Digital Agenda for Europe, the industrial policy for the globalisation era and the
agenda for new skills and jobs are particularly relevant for research, innovation
and competitiveness.

The commitment of the Innovation Union regarding improvement of national and
regional policy-making for more innovation impact of its Cohesion Policy and
ensuring that all regions participate in the Innovation Union materialised on the
one hand in the focus of ERDF resources for research and innovation (thematic
concentration) and in the introduction of smart specialisation strategies (RIS3) as
ex-ante conditionality for ERDF investment priorities (see Annex 1). On the other
hand Horizon 2020 pays increased attention to widening the participation and
spreading excellence. It also materialised in the acknowledgement of the
importance of regional policy actors in EU initiatives and translated into the
opening up of certain initiatives to policy actors from regional level, e.g. to
participate in programme coordination actions like ERA-Nets and joint
programming, like the public-public partnerships (P2Ps) under Article 185 TFEU.

RIS3 strategies are required to prioritise fields, identified through the
involvement of stakeholders (‘entrepreneurial discovery process'), in which they
have genuine and distinctive competitive advantages or the potential to develop
competitive advantages. This process is crucial to orientate research and
innovation activities towards the needs of the industries/public sector in the
territory, stimulate private RDI investment, facilitate the information flows and
achieve practical synergies. In this context, it is important to note that RIS3 is
not only about science and technology-driven innovation, but should consider, as
a focus area or as part of the policy mix, other forms of innovation as well, such
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as public sector innovation, social innovation, organisational innovation, service
innovation, user-centred innovation, demand stimulation for innovations, etc. 23

RIS3 strategies shall set out the national or regional frameworks for investments
in research and innovation not only from ESIF, but from all funding sources.

At Programme design level, the Commission services in charge of ESIF and in
charge of the directly managed programmes ensure regular consultation among
them, including on the draft ESIF programmes prepared by Member States and
work programmes, initiatives under Article 185 of the Treaty on the Functioning
of the European Union and ESIF programmes respectively.

At Implementation level, the Commission is in charge of the implementation of
the directly managed programmes, e.g. Horizon 2020, COSME, Erasmus+,
Creative Europe, EaSI" and the Connecting Europe Facility, as well as of the
innovative actions for sustainable urban development under the ERDF. The MAs
of the Member States and regions are in charge of the implementation of the
ESIF programmes. The role of the Commission services with regard to the ESIF
management consists of ensuring that the different authorities in charge of each
programme (MA, certifying authority and audit authority) fulfil their
responsibilities as regards management, selection, monitoring, financial
management and control of operations supported; assessing the various
documents forwarded by these authorities as provided for in the ESIF
Regulations; and where applicable, appraising them and endorsing major
projects.”* The Commission is also responsible for monitoring, disseminating
information and encouraging MA to coordinate.

23 For more information on design of RIS3 strategies see the RIS3 guide:

http://s3platform.jrc.ec.europa.eu/s3pguide
24 Articles 100-103 CPR - projects in the field of research and innovation are considered as "major" when their
total eligible cost exceeds EUR 50 million. This is not to be confused with “/arge research infrastructures” in the
context of Horizon 2020 (above EUR 20 million). See:
http://ec.europa.eu/research/participants/data/ref/h2020/grants _manual/hi/large infra/h2020-hi-large-
infrastructures-ass en.pdf
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3.2 Recommended Actions for National/Regional Policy-makers,
Managing Authorities and intermediaries

3.2.1 How to enable synergies along programming and implementation
stages

National and regional policy-makers in charge of the development of smart
specialisation strategies are recommended to:

e Use the entrepreneurial discovery process to identify synergies: detect
different stakeholders/interest groups, new innovative entrepreneurs (e.g.
technology-based ICT start-ups), hidden champions among existing
enterprises or persons with an entrepreneurial potential and an
international outlook and capacity to create cooperation between the
different groups®>.

This includes:

- Work together with authorities and bodies involved in designing SME
and industry policy and research and innovation policies, e.g.
Horizon 2020 actors®