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WHAT IS THIS PROJECT ABOUT?

The National Recovery and Resilience Plans represent
the new framework in which European member states
identify their development strategies and allocate Eu-
ropean and national resources — with the objective of
relaunching socio-economic conditions following the
coronavirus pandemic.

This process, initiated as part of the European re-
sponse to the global health crisis, follows the con-
struction of NextGenerationEU. It combines national
and European efforts to relaunch and reshape the
economy, steering the digital and climate transitions.

For European progressives, it is worth assessing
the potential of these national plans for curbing in-
equalities and delivering wellbeing for all, as well as
investigating how to create a European economic
governance that supports social, regional, digital and
climate justice.

The Foundation for European Progressive Studies
(FEPS), the Friedrich Ebert Stiftung (FES) and the Insti-
tut Emile Vandervelde (IEV), in partnership with first-
rate knowledge organisations, have built a structured
network of experts to monitor the implementation of
National Recovery and Resilience Plans and assess
their impact on key social outcomes. Fact- and da-
ta-based evidence will sharpen the implementation of
national plans and instruct progressive policymaking
from the local to the European level.

The Recovery Watch will deliver over 15 policy stud-
ies dedicated to cross-country analysis of the National
Recovery and Resilience Plans and NextGenerationEU.
Monitoring the distributive effects of EU spending via
NextGenerationEU, and the strategies and policies
composing the national plans, the project will focus on
four areas: climate action, digital investment, welfare
measures and EU governance.
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EXECUTIVE SUMMARY

In addition to its remarkable financial envelope, the
Recovery and Resilience Facility (RRF) also marks an
important qualitative step forward in EU governance,
as it introduces a new "demand-driven and perfor-
mance-based" governance design. The RRF introduces a
number of novelties compared to existing EU economic
governance and ensures a better link between invest-
ments and reforms, thus putting meat on the bones
of the Semester’s country-specific recommendations
(CSRs). As such, it acts as an amplifier of economic
transitions in member states and is generally considered
to be a game changer in terms of impact. At the same
time, performance-based financing is not new and has
been heavily criticised in other settings, both domes-
tic and international, in terms of both its efficiency and
effectiveness. Performance-based financing with fixed
milestones and targets may also lead to difficulties in
coping with unanticipated implementation problems and
changes in external circumstances.

In this study, we assess the effectiveness and legitimacy
of the RRF'’s design, by analysing its practical functioning
during the drafting, implementation and monitoring of the
National Recovery and Resilience Plans (NRRPs) in eight
member states (Belgium, Croatia, Estonia, Italy, Latvia,
Portugal, Slovakia and Spain) together with a number of
contrasting "shadow" cases already described in the lit-
erature. More specifically, we assess the extent to which
governments took ownership of the plans, the inclusivity
of their drafting and the role of the European Commission
in steering the process. On implementation and moni-
toring, we assess how RRF governance has affected
domestic policy-making; what obstacles have arisen in
the implementation process and how monitoring by the
Commission works in practice, with particular attention
to its interpretive flexibility and administrative load. The
study is based on extensive documentary analysis and
supporting interviews with key officials involved in draft-
ing, implementing and monitoring the plans.

Whereas the Commission has assessed all plans as con-
tributing sufficiently to addressing a significant subset
of CSRs, we observe significant difference in their levels
of ambition. Member states like Portugal, Spain, Croa-
tia, and Slovakia seized the occasion of RRF funding
and presented ambitious plans, with significant social
policy components, sometimes going beyond the CSRs.
In Italy, the focus on public administration and justice
reforms has been enhanced, but on the social side sig-
nificant gaps in fulfilment of CSRs remain. The Belgian
plan addresses the CSRs, but the level of precision and
ambition in the proposed measures has been repeatedly

criticized by the Commission. Estonia and Latvia were
more reluctant to link investments to reforms, and we
observe a lower level of ownership, which can also be
linked to the lower size of the grant allocations, and the
higher ongoing expenditure commitments demanded
from the national budget. The social focus in the plans
of these countries is largely due to pressure from the
Commission. In our Northern contrast cases, Germany,
the Netherlands and Austria, levels of ownership and
ambition are significantly lower, leaving a substantial
set of CSRs unaddressed, including in the social domain.

Stakeholder involvement in drafting the plans has been
generally low, both on the side of local and regional
authorities and in terms of social partners and civil soci-
ety. Member states have stuck to formal requirements to
consult stakeholders, but the quality of the process has
been low. Plans have been drafted in a centralized manner
and under heavy time constraints. Notable exceptions
are Portugal and Belgium, and to a lesser extent Spain.

The negotiation process between Member States and
the Commission was long, detailed, and intensive. On
the side of investments, the Commission’s role was to
act as a gatekeeper, ensuring that projects are in line
with the criteria of the RRF Regulation. On reforms, it
has pressed for their alignment with the CSRs, especially
where major social vulnerabilities were identified in the
EU Social Scoreboard. In some cases, the Commission
also pushed for specific reforms, such as the liberaliza-
tion of regulated professions in Portugal, or indexation
of minimum income provisions in Latvia. In most cases,
however, the Commission was prepared to defer to
domestic policy choices and negotiating timetables in
order to enhance national ownership of reforms, even
where the particular measures proposed ran contrary
to CSRs, as in the case of pension reforms in Spain and
Croatia, provided that these addressed the CSR’s under-
lying objective by a different route. On investments, too,
such as the Tallinn hospital in Estonia or the Pisdo dam
in Portugal, the Commission deferred to domestic policy
choices even where it remained critical of them. The
Commission’s preference was generally to secure a
maximum implementation of CSRs. In Croatia, which
receives the largest relative amount of grants, it ensured
implementation of all CSRs. In Italy, which receives a
similar relative grant allocation, the Commission did not
demand specific social reforms, although the Draghi
government was more ambitious itself in other policy
fields. In Member States like Belgium and Slovakia the
Commission’s role was also to ensure that the plans are
streamlined and focus on priorities.
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The most visible and widespread effect of the RRPs,
common across all member states covered in our study,
has been to reinforce the centralisation of authority and
decision-making within national governments, although
with some national variety (lower in Belgium and Portu-
gal, higher in Italy). Furthermore, a major attraction of the
RRF's performance-based financing model for national
governments is the enhanced leverage for overcoming
domestic opposition to controversial reforms and stream-
lining the delivery of investments created by the tight
linkage between fulfilment of milestones and targets on
one hand and approval of payment requests on the other.
This "Hand-tying" or "vincolo esterno" strategy may help in
pushing reforms over the finish ling, enhancing accounta-
bility by making commitments transparent and concrete,
and putting pressure on administrative actors to deliver
on time, but can also lead to domestic political backlash
if based on insufficient stakeholder buy-in.

The Commission’s role in the monitoring phase is perhaps
even greater than during the drafting of plans, as it must
assess whether milestones and targets are sufficiently ful-
filled to warrant payment. Assessment of milestones and
targets is based on operational agreements that, again, go
into a high level of detail in specifying documents needed
for their verification. In assessing implementation, the
Commission is under pressure to ensure precision in jus-
tifying payment requests from the Council as the ultimate
decider, as well as from the European Court of Auditors.
At the same time, the Commission’s internal assessment
capacity is limited. This has resulted in two key issues
when it comes to monitoring implementation. Firstly, it
has reinforced information asymmetries, which allows
for gaming by member states, through setting purpose-
fully unambitious targets. Secondly, it leads to a high level
of rigidity in the monitoring process. Interviewees from
nearly all countries studied complain about inflexibility in
assessment of the fulfilment of milestones and targets,
coupled with a high administrative burden in the verifica-
tion process, which leads to a loss of ownership within
the government and implementing bodies. Whereas the
RRF was supposed to be performance based, it is now
widely perceived as overly bureaucratic, without any clear
sense that such monitoring leads to better results. We
note here that the Commission has been pushing back
against the European Court of Auditors, which argues for
further limiting space for flexible interpretation of the ful-
filment of milestones and targets.

In addition to our critical assessment of the limited real-
isation of the performance-based promise of the RRF
in implementation practice, we also point to a number

of principled doubts about the feasibility of maintain-
ing fixed milestones and targets over a six-year period,
as envisaged in the RRF governance design. Based on
experience from the first two-and-a-half years of the RRF
documented in this study, there was wide agreement
among our national interviewees that any future iteration
of its governance model would need to incorporate lighter
procedures for monitoring and assessing the fulfilment of
milestones and targets, focused more on the underlying
purpose of the measures concerned than on their precise
description in legally binding texts. Such a revised govern-
ance model would likewise need to include more flexible
processes for modifying investment and reform commit-
ments in response not only to unanticipated changes in
external circumstances, but also to lessons learned in the
course of project implementation itself.

The study concludes that the RRF's governance has a num-
ber of major strengths. Most notably, it reinforces national
ownership and commitment to NRRP objectives, provides
more direct linkages between reforms and investments,
contributes to improved horizontal and vertical coordina-
tion of policy-making, focuses on policy outputs rather
than cost-based project inputs, promotes the develop-
ment of more effective structures for monitoring policies
and projects; enhances transparency and accountability
expectations for governments on the fulfilment of their
commitments and increases the leverage for governments
to overcome domestic opposition to promised reform. At
the same time, our study also shows that the RRF govern-
ance design displays a number of serious weaknesses.
The mechanical linkage of payments to the fulfilment of
fixed milestones and targets often shifts the attention of
both national authorities and the Commission away from
the underlying purpose and objectives of reforms and
investments to verification and documentation proce-
dures, wasting human resources and sapping ownership
at all levels of governance. The inflexibility of the perfor-
mance-based financing and verification system makes it
difficult to adjust predetermined milestones and targets
in response to unforeseen or changing circumstances
and leaves little space for revising and improving projects
based on learning from implementation experience. The
centralisation of the plan’s formulation under time pressure
makes it difficult to involve local and regional authorities
and social actors. The reinforcement of leverage for gov-
ernments can empower governments in pursuing reforms,
but also risks leading to political backlash if interpreted as
external imposition. And finally, the unclear and opaque
procedures for ensuring that NRRPs effectively address
all, or a substantial subset, of the CSRs create risks of
unequal treatment across member states.
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The Commission is aware of many of the problems
identified in this policy study and has sought practical
workarounds for them. In a recent communication, it
stresses the need for flexibility and introduces tools to
enhance predictability and transparency of implemen-
tation. These tools represent a welcome recognition of
the need for greater flexibility, but we consider them to
be insufficient to overcome the fundamental weakness
identified in our study, as the scope for deviating from
preagreed commitments remains explicitly minimal.

Ideally, our recommendations would be applied to the
RRF in its present form. But if that is not practically feasi-
ble given the short period remaining before the end date
of the Facility in December 2026, we would urge for these
recommendations to be incorporated into the governance
design of any successor to the RRF itself, as well as to
any future similar EU funding instrument.

1) Revise the RRF’s performance-based financing system
to allow greater flexibility in modifying investment and
reform commitments, through a multitiered system
of diagnostic monitoring.

2) Make effective inclusion of key domestic stakehold-
ers in the drafting and implementation of the NRRPs
a binding assessment criterion for approval of plans
and payment requests.

3) Establish explicit and transparent procedures for
ensuring that NRRPs address all, or a significant
subset, of the CSRs, including in member states that
receive low relative grant allocations.

4) Revise the procedures for adoption of the CSRs, by
reducing the voting threshold for amendments to
the Commission’s proposal and ensuring a greater
role for multilateral peer review in assessing their
implementation.

The lessons from our study may also have wider implica-
tions for other areas of EU policy, as performance-based
financing is seen as a model for the future of fiscal gov-
ernance and potentially for that of the cohesion policy
funds and other programmes funded from the EU budget.

GOVERNING THE RRF
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1. INTRODUCTION

The ambitious size and financing of the Recovery and
Resilience Facility (RRF) through common EU debt make
it a breakthrough for European integration. Yet, beyond its
remarkable quantitative scope (€723 billion over six years
from 2021 to 2026), the RRF marks an important qualita-
tive step forward in EU governance, as it links, for the first
time, the implementation of structural reforms and invest-
ments with financial support forMember States through
non-repayable grants as well as loans. To underpin this
financial support, the RRF incorporates an innovative
"demand-driven, performance-based" governance design,
in which member states, in consultation with the Com-
mission and approval by the Council, formulate National
Recovery and Resilience Plans (NRRPs), comprising an
agreed set of investments and reforms, operationalised
into a series of specific milestones and targets, the satis-
factory completion of which are conditions for the release
of successive tranches of EU funds. The goal of this
policy study is to investigate empirically how effectively
the RRF’s governance design has contributed to advanc-
ing the Facility's declared goals, what impact it has had
on domestic policy-making in the member states (MSs)
and how far it should be regarded as a desirable model
to be applied to other areas of EU policy-making.

i

The RRF's innovative governance
design has inspired widespread
debate about its potential
application to other EU policies,
above and beyond the highly
controversial question of whether
and in what form the Facility itself
should become a permanent
feature of the Union's budget.

n

The RRF'’s innovative governance design has inspired
widespread debate about its potential application to
other EU policies, above and beyond the highly contro-
versial question of whether and in what form the Facility
itself should become a permanent feature of the Union’s
budget. Already, the RRF governance framework has been
extended to address the global energy crisis triggered by
the invasion of Ukraine through the REPowerEU Plan, which
encourages MSs to add new reforms and investments to
their NRRPs, aimed at reducing dependence on Russian
fossil fuels, accelerating the clean energy transition and
alleviating energy poverty, financed by additional grants
and the repurposing of the remaining RRF loans as well as
other previously allocated EU funds." Looking to the future,
there is also considerable discussion — including between
the Commission and national officials we interviewed for
this study - about whether the RRF governance approach
should be applied to other EU programmes funded through
the multiannual financial framework (MFF), notably the
cohesion policy funds.? The Commission has likewise
explicitly drawn inspiration from certain aspects of the
RRF governance model in its recent proposals for reform
of the Stability and Growth Pact and the EU economic gov-
ernance framework more generally.®

Understanding the effectiveness and legitimacy of the
RRF’s governance design and operation is thus of utmost
importance, for both EU institutions and the MSs. The
RRF's success will ultimately depend on the implemen-
tation of the NRRPs, and the extent to which they meet
the expectations and advance the reform and investment
goals agreed upon by national governments and the Com-
mission. Hence, it is crucial to understand how the NRRPs
have been formulated and are now being implemented, as
well as how they are being monitored and, where neces-
sary, revised at both national and European levels.

This policy study focuses on two sets of research
questions about the governance of the RRF: the first con-
cerning the drafting of the NRRPs, and the roles played in
this process by national governments, the Commission,
and other domestic actors; and the second concerning
the arrangements for implementing the NRRPs and for
monitoring their progress at both national and European
levels. Based on the answers to these questions, the
study provides policy recommendations aimed at feeding
into the broader EU debate on socio-economic govern-
ance, in relation to both the functioning of the current
framework and to proposals for extending its principles
and methods, including through a potential permanent
successor to the RRF.

GOVERNING THE RRF
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1. INTRODUCTION

In relation to the drafting of the NRRPs, we focus on the
following set of questions:

- To what extent did national governments take own-
ership of the plans and seize the opportunity of RRF
funding to launch ambitious investment and reform
programmes?

- How far were other domestic stakeholders, such as
social partners and local and regional authorities,
involved in the drafting of the plans, and what influ-
ence, if any, did this have on their content?

- What role did the Commission play in shaping the
content and objectives of the NRRPs? How far, in
what ways and with what effects did it seek to use
the power to approve the plans to steer domestic
reform and investment paths? Did this vary across
MSs, depending, for example, on the relative scale
of RRF funding?

In relation to the implementation and monitoring of the
NRRPs, we focus on the following set of questions:

- How has the performance-based financing of the
RRF affected domestic policy-making processes
and power relationships within and beyond cen-
tral governments?

- To what extent are problems experienced with the
implementation of specific investments and reforms
linked to the limited participation of affected par-
ties, such as social partners and local and regional
authorities, in the drafting of the NRRPs?

-How does the Commission’s monitoring and
assessment of national milestones and targets
work in practice? How much flexibility is there in
this process, for example, to accommodate the out-
comes of reform negotiations between domestic
social and political actors?

- Does the RRF's performance-based financing model
genuinely reduce administrative burdens on both
sides compared to the cost-based payment system
associated with the structural and cohesion funds?

- What scope is there for modifying or renegotiating
investment and reform commitments in the face of
unanticipated changes in circumstances, such as
high current levels of inflation?

10

While the RRF and the Next Generation EU (NextGenEU)
programme (of which the RRF comprises 90%) have
attracted widespread attention among academic and
policy researchers, few studies, to date, have sought to
tackle these questions empirically based on real-time
evidence about the operation of the NRRPs. Most of the
literature that has so far appeared focuses either on the
political processes leading up to the agreement of the
unprecedented NextGenEU package by European and
national leaders,* or on analysing the policy content
and potential impact of the NRRPs.® A few pioneering
studies have examined the drafting and negotiation of
the NRRPs, focusing mainly on individual countries,
above all Italy and Spain, as the largest single bene-
ficiaries of RRF funding,® while scarcely any research
has investigated the implementation phase itself. This
study, to the best of our knowledge, is thus the first
to analyse comparatively the drafting, implementation
and monitoring of the NRRPs across a substantial
number of MSs, based on in-depth empirical research
through extensive interviews with key policy actors at
both European and national levels, as well as official
documents and media coverage.

Our study covers eight MSs: Italy; Spain; Portugal; Cro-
atia; Slovakia; Latvia; Estonia; and Belgium. We chose
deliberately to focus mainly on southern and eastern
European countries, which are the primary beneficiaries
of the RRF, in terms of initial grant allocations as a share
of gross domestic product (GDP, ranging in our cases
from 3% for Estonia and 5.6% for Latvia to 10.8% for
Italy and 11% for Croatia), and where the Commission’s
potential influence on the drafting of the recovery and
resilience plans (RRPs) might be strongest. Most (though
not all) of these countries also suffer from high levels of
public debt, which constrained their ability to carry out
large-scale infrastructural and social investments over
the decade following the financial and sovereign debt
crises, enhancing their motivation to treat RRF funding
as a transformational opportunity. (For the figures cited
in this paragraph, see Annex 1, Tables 1 and 2.) Among
northern MSs, whose RRF grant allocations typically
amount to less than 1% of GDP, we chose to focus on
Belgium, as a heavily indebted country (108% of GDP
in 2021) for which RRF funding might be significant for
domestic policy actors, and as a federal state, in which,
unlike others in our sample, regional governments played
a central role in the drafting and implementation of the
NRRP. By way of contrast, we also draw on interviews
and other evidence collected for previous studies of
NRRP drafting in Austria, Germany, and the Netherlands.”

GOVERNING THE RRF
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Taken together, the eight MSs covered in this study
account for more than half of the RRF grant funding
(51.4% of the initial provisional allocation and 53.4%
of the final adjusted allocation).® Hence, while it would
certainly be worthwhile extending the analysis to other
large relative beneficiary MSs, notably Greece (16.7% of
GDP) and Romania (12.2 % of GDP), we consider that
these eight countries together form a sufficient basis
for answering the key governance questions outlined
above concerning the drafting, implementation, and
monitoring of the RRF.

In substantive terms, we focus primarily on the social
dimension of the RRF, broadly defined to include meas-
ures addressing employment and skills, education and
childcare, health and long-term care, as well as social
protection and inclusion policies such as pensions and
minimum income support. According to the Commis-
sion’s RRF scoreboard, MSs, on average, have allocated
28% of their RRF funds to supporting social objectives in
these areas. Across our eight countries, the proportion
of social expenditure in the NRRPs ranges from 22.8%
in Spain and 28% in Italy to 42% in Slovakia and 43.5%
in Portugal. In all of these countries, governments have
committed to major social reforms in their RRPs, even
where these are not directly funded by the RRF itself.
The policy study’s focus on the social dimension of
the RRF partly reflects the substantive expertise of the
authors, but also enhances the thematic coherence of
our comparative analysis. Since many of the most polit-
ically sensitive and contested reforms addressed by the
NRRPs are concentrated in the social policy field, and are
frontloaded in the early years of their lifespan, this focus
likewise enables us to shine an especially powerful light
on the key questions about the RRF's governance and its
effects outlined above. In addition, however, we also dis-
cuss major reforms and investments in other policy fields,
such as liberalisation of closed professions and water
management, insofar as these have emerged as espe-
cially significant and controversial in our country cases.

As indicated above, this study is based on extensive inter-
views with EU and national policy actors involved in the
drafting, implementation and monitoring of the NRRPs
at both European and domestic levels, as well as the
analysis of official documents and media coverage. EU
officials interviewed were drawn mainly from Commis-
sion officials dealing directly with the RRF. National policy
actors interviewed include key figures within central gov-
ernment involved in drafting the NRRPs, coordinating and
monitoring their implementation, and negotiating with the

Commission at both stages, as well as representatives
of major spending ministries, social partners, parliamen-
tarians and in the case of Belgium regional government
officials. Altogether 56 interviews were conducted, with
some interviewees being interviewed more than once.
A full but anonymised list of interviewees can be found
in Annex 3.°

The body of this policy study is organised into five main
parts. The next section sets out the theory underlying
the RRF's "demand-driven, performance-based" govern-
ance model, before going on to highlight some important
limitations of performance-based financing based on
international assessments of past experience with this
approach in other settings. Sections 3 and 4 analyse com-
paratively the drafting, implementation and monitoring
of the NRRPs in our eight MSs as an interactive process
between national governments, the Commission and
other domestic actors, providing empirical answers to
the key questions outlined above, drawing on our detailed
country case research. Based on these comparative anal-
yses, the concluding section discusses the strengths and
weaknesses of the RRF governance design, proposes a
series of policy recommendations to redress the prob-
lems identified in this study, and considers how far and
in what ways elements of the RRF governance designs
should be extended to other EU policy fields, such as the
reform of the economic governance framework or the
cohesion policy funds.
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2. THE GOVERNANCE THEORY
OF THE RRF AND ITS LIMITS

The RRF, as the Commission proclaims, is "a demand-
driven, performance-based instrument”, which "supports
the implementation of a combination of mutually rein-
forcing reforms and investments, which are designed
together with member states, and tailor-made to their
needs, and provide the adequate incentives to ensure
their implementation over the medium term".’®

The RRF is demand driven, insofar as MSs draft NRRPs
and propose coherent packages of reforms and invest-
ments, in consultation with the Commission. At the
same time, however, these plans must also meet a
series of specific requirements set by the EU. Each
plan should show how it represents "a comprehensive
and adequately balanced response to the economic
and social situation of the MS concerned", while con-
tributing appropriately to the recovery and enhanced
resilience of the Union through support for measures
in key policy areas of European relevance (the "six pil-
lars": green transition; digital transformation; smart,
sustainable and inclusive growth; social and territorial
cohesion; health and economic, social and institutional
resilience; and policies for the next generation). The
NRRPs must further devote minimum percentages of
expenditure to the green and digital transitions (37%
and 20%, respectively), and respect the principle of do
no significant harm (DNSH) to the EU’s environmental
objectives. In addition, they must demonstrate how
they contribute to the implementation of the European
Pillar of Social Rights (EPSR), "thereby enhancing the
economic, social, and territorial cohesion and coher-
ence within the Union", and "effectively address all or
a significant subset of challenges identified in the rele-
vant country-specific recommendations" (CSRs) under
the European Semester."

As the Commission emphasises in a recent communi-
cation reviewing the first two years of experience with
this instrument,

One of the main strengths of the RRF is that invest-
ments are combined with reforms. The RRF supports
member states in addressing relevant country-spe-
cific recommendations adopted by the Council as
part of the European Semester. As such, the RRF pro-
vides political momentum and financial incentives
for member states to deliver on long-standing and
newly emerging reform needs [...] which is essential
to enhance the resilience and competitiveness of
the European economy and to contribute to upward
social convergence.

These reforms, the Commission explains, "are typically
designed to have an enabling effect for both public and
private investments, by setting the right framework con-
ditions, removing absorption bottlenecks, addressing
labour market mismatches and skills shortages, and
improving the business environment". While they "typi-
cally do not carry a large budgetary cost [...] they must
also be delivered by the member states"."?

¥

This governance approach
based on reform and investment
plans proposed by MSs and
supported by positive financial
incentives rather than negative
sanctions is explicitly designed
"to ensure national ownership".

n

This governance approach based on reform and invest-
ment plans proposed by MSs and supported by positive
financial incentives rather than negative sanctions is
explicitly designed "to ensure national ownership". As the
Commission underlines, MSs "have flexibility in designing
and implementing the measures in a way that suits their
national conditions, which increases their ownership of
plans”. Hence, in assessing the NRRPs, the RRF regulation
stipulates that "the Commission should fully respect the
national ownership of the plan and should therefore take
into account the justifications and elements provided by
the member state concerned".”
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These design features of the RRF’s governance
approach respond directly to critical reflections within
the Commission and other EU institutions on past
failures of EU policies to promote national reforms
effectively. These include both the Economic Adjust-
ment Programmes (EAPs) during the euro crisis,
which were widely considered to lack national own-
ership, and the CSRs under the European Semester,
the implementation of which often remained limited,
according to the Commission’s own assessments,
despite the (theoretical) possibility of sanctions under
the Stability and Growth Pact and the Macroeconomic
Imbalance Procedure.™

As the Commission recently communicated, the RRF:

is an innovative, performance-based instrument,
where payments are made to member states,
as beneficiaries, upon delivering reforms and
investments preagreed in national recovery and
resilience plans [..] Focused on the timely and
efficient implementation of member states’ plans,
the performance logic of the RRF makes payments
conditional on concrete outcomes. Disbursements
thus depend on the delivery of the preagreed
investments and reforms rather than the final
costs incurred.”

The RRF regulation states that the NRRPs

should set out the detailed set of measures for
[their] monitoring and implementation, including
targets and milestones and estimated costs [...]
For reasons of efficiency and simplification in
the financial management of the Facility, Union
financial support for recovery and resilience plans
should take the form of financing based on the
achievement of results measured by reference to
milestones and targets indicated in the approved
recovery and resilience plans [...] The release of
funds under the Facility is contingent on the sat-
isfactory fulfilment of the relevant milestones and
targets by the member states set out in the recovery
and resilience plans, the assessment of such plans
having been approved by the Council.’

Here, too, the Commission argues that because these
"milestones and targets are designed individually to
fit the specific investments and reforms the member
states commit to implement, this gives them full own-
ership to ensure a successful delivery"."”

As with the demand-driven, incentive-supported elements
of the RRF governance design, these performance-based
features were likewise based on a critical reflection of
the perceived failures of previous EU policies. These
include not only the CSRs, whose limited implementation
has already been mentioned, but also notably the cohe-
sion policy funds, where monitoring and reimbursement
are based primarily on financial audits of expenditure
against agreed costs, rather than substantive progress
towards achieving project objectives, and where efforts
to introduce ex ante policy conditionalities and perfor-
mance-based financing are widely considered to have
yielded meagre results.®

The governance design of the RRF appears to have been
taken over more or less directly from the Reform Support
Programme (RSP) proposed by the Commission in 2018
for all MSs and the budgetary instrument for convergence
and competitiveness (BICC), endorsed by the Euro Group
in 2019 for eurozone MSs and open to ERM Il countries
on a voluntary basis. The RSP and BICC were both based
on grants to be provided on the basis of "duly substan-
tiated reform and investment proposals" submitted by
MSs, reflecting strategic guidance from the EU through
the CSRs, with disbursement of funds contingent on
implementation and fulfilment of agreed milestones and
targets.’ Both instruments, in turn, drew on an earlier
unsuccessful proposal by the Commission, with political
support from Angela Merkel, for a "convergence and com-
petitiveness instrument (CCI)" involving voluntary "reform
contracts" between individual MSs and the Commission
underpinned by financial support.?

The adoption of this template, which can already be found
in the July 2020 European Council conclusions, appears
to have been driven by the Netherlands, which had been
involved in developing the BICC as an alternative to more
ambitious proposals for a eurozone fiscal capacity that
it opposed.?’ Very significantly, the financial envelope of
both the RSP and the BICC was limited to €25 billion over
a six-year period (it was supposed to form part of the
MFF 2021-2027), while the funding available for the RFF
is nearly 30 times larger, with obvious implications for the
scale of tasks involved in negotiating the plans, monitor-
ing their implementation and verifying the fulfilment of
the relevant targets and milestones.
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2. THE GOVERNANCE THEORY
OF THE RRF AND ITS LIMITS

2.1 LIMITS OF
PERFORMANCE-BASED
FINANCING

The demand-driven, positive, incentive-supported design
of the RRF is genuinely innovative, and does appear to
represent a thoughtful and imaginative response to the
limited reform achievements and political backlash pro-
duced by the EAPs imposed on debtor countries during
the euro crisis. This governance design likewise responds
to the perceived failures of conditionality-based lending
and structural adjustment programs undertaken by the
International Monetary Fund (IMF) and World Bank over a
much longer period, where lack of ownership of promised
reforms by national elites and broader social groups is
widely agreed to have resulted in low levels of implemen-
tation and compliance in most cases.?

According to an early analysis by the European Central
Bank (ECB), "the RRF’s design and its clear focus on
performance” broadly fulfil the theoretical criteria set
out in the political economy literature on using financial
incentive mechanisms effectively to promote structural
reforms, which this literature finds "to be more persuasive
for reform implementation than the mere threat of sanc-
tions". The ECB authors observe that,

Making RRF funding conditional on reform perfor-
mance provides a positive incentive for compliance.
Furthermore, the RRF encourages reform implemen-
tation by mitigating short-term negative effects and
enabling countries to complement legislative changes
with adequate resources [...] Milestones and targets
must be met throughout the life cycle of the RRF and
measures related to such milestones and targets
must not be reversed by the member states.

Moreover, as the political economy literature has argued,
“financial incentives can be useful to overcome the issue
of veto players in the political system that have vested
interests and benefit from the institutional status quo".?®

But in designing the governance of the RRF, there seems
to have been much less reflection on practical experi-
ence with performance-based management of public
investment and reform programs, the effectiveness of
which, even according to some of their leading advo-
cates, appears to have been decidedly limited.?* Thus,
for example, the Organisation for Economic Co-operation
and Development (OECD), which is perhaps the leading
international exponent of the use of performance-based
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budgeting systems, acknowledges that, despite high-pro-
file efforts to advance substantive goals such as value
for money and prioritisation, "performance budget-
ing systems are more likely to promote legal/financial
compliance than to influence the design of public sec-
tor management practices”, while evidence from OECD
countries shows that "financial rewards and penalties are
rarely used in practice and the most common response
to poor performance is still a nil response”.?®

In a similar vein, an study published by the World Bank
identifies a persistent gap between the "normative aspira-
tions” of performance budgeting and "how performance
data are actually used" in public management. This "gap
between promise and practice”, the authors observe,

gives rise to a series of ironies: while performance
budgeting promises evidence-based decision-making,
the evidence to support its adoption is weak; while it
seeks to increase organisational learning, as yet little
has been learned about what makes these systems
more or less successful over time; while it demands
objective evidence of improved performance, evidence
of its own effectiveness is questionable.?

Most analyses of performance-based reforms of pub-
lic financial management in developed countries focus,
as the studies just cited indicate, on the budgeting pro-
cess at different levels of government. Experiments with
performance-based finance (PBF) of externally funded
reform and investment projects, by contrast, are more
prominent in developing countries, especially in the health
sector, where they have been promoted over the past two
decades by leading international donors, notably the
World Bank. Here, too, however, careful reviews of prac-
tical experience with programs inspired by this approach
in different national and local contexts cast significant
doubt on both its efficiency and effectiveness. These
studies also call attention to widespread distortions and
perverse effects of performance-based incentives on
healthcare agencies and providers, including "oversupply
of unnecessary services, gaming and data manipulation
[..] cherry-picking of purchased services [...] hiding stock-
outs of essential medicines, respecting norms only during
PBF supervision, [and] inducing work overload [..] leading
to dissatisfaction among health staff".?’

More generally, the comparative literature on performance
management in the public sector through target-setting
and financial incentives has documented the frequent
incidence of their perverse consequences and distor-
tive effects. Examples include "gaming" the system by
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deliberately setting unambitious targets that are easy
to meet; "creaming" or "cherry picking", by concentrat-
ing resources on the easiest to serve clients rather than
those in greatest need; focusing on short-term quantitative
targets at the expense of long-term service quality; manip-
ulating reporting systems to present results in a more
favourable light; and outright data falsification. Even where
agents are operating in good faith, the consequence of
such incentive-based performance management systems
is often goal displacement, as resources and energy come
to be focused on meeting the targets and milestones set by
or with principals, while redirecting attention away from the
underlying or unmeasured objectives of the program itself.
The higher-powered the financial incentives, the more com-
plex the task environment, and the greater the information
asymmetry between principals and agents, the more likely
performance management systems are to produce these
perverse and distortive effects. Given the imperfect nature
of simple performance metrics under conditions of infor-
mation asymmetry and task complexity, some prominent
analysts have argued that a key step to reducing perverse
behaviour is actually to sever the linkage between such
metrics and high-powered financial incentives.?

Beyond these perverse effects of high-powered finan-
cial incentives on agents’ behaviour, a central problem
with performance-based management systems is their
difficulty in coping with unanticipated changes in environ-
mental conditions and uncertainty about future states of
the world more broadly. The more innovative and complex
the project, the less plausible it is that its goals and the
intermediate steps to achieve them can be fully specified
in advance. Under such conditions, leading private busi-
nesses do not use the putatively complete contracting
approach underlying the RRF, in which compensation for
collaborators is tied to the realisation of predetermined
milestones and targets, which cannot be modified, except
in extreme circumstances. Instead, the parties to such
“contracting for innovation", like a biotech firm and a
pharmaceutical manufacturer seeking to develop a new
type of drug or vaccine, typically set broad common goals
for the project and establish a joint governance system
to oversee it. In this joint governance system, while suc-
cessful completion of milestones and targets — such
as a round of clinical trials — may trigger predetermined
payments, their primary purpose is to serve as the basis
for monitoring the project, assessing whether it is on
track, and deliberating about what needs to be done if
it is not. Where milestones are missed, representatives
of both parties analyse jointly the source of the problem,
discuss what remedial measures should be adopted
and decide whether to continue or terminate the project.

Where the two sides cannot agree, the issue is "bumped
up" to a higher-level joint body of top leaders from both
sides, which has the additional benefit of disincentiv-
ising and, if necessary, sanctioning uncooperative or
obstructive behaviour, such as information hoarding, on
the part of the lower-level managers directly responsible
for the project.?

Such governance structures for managing complex,
innovative projects involving multiple parties under
conditions of uncertainty are not confined to contract-
ing between private businesses. Similar structures and
practices are also characteristic of the most successful
public industrial policy bodies in both developed and
developing countries, such as the Advanced Research
Projects Agency-Energy (ARPA-E) in the USA and the Per-
formance Management and Delivery Unit (PEMANDU)
in Malaysia. Each of these public agencies, despite
their differences, sets open-ended goals for innovative
projects, ranging from the development of new energy
decarbonisation technologies and investment in mass
rapid transit systems to taxation and regulatory reforms,
and establishes joint committees to monitor and review
their performance, using progress against initial mile-
stones and targets as a basis for re-examining and
revising both goals and means of achieving them where
needed, with termination as an ultimate sanction in the
case of persistent failure.®°

Underlying these forms of contracting for innovation in
both the public and private sectors is what governance
scholar Charles Sabel calls "diagnostic monitoring":
arrangements for ongoing supervision and periodic
review by stakeholders of "problems encountered in real-
ising initial and avowedly provisional plans, with the aim
of devising effective methods of implementation when
that is possible or revisiting project goals when there is
good reason to think it is not". Such diagnostic monitor-
ing is a response to increasing levels of uncertainty and
heterogeneity, which undermine the possibility of relying
on ex ante plans, the assumptions for which will likely
prove incorrect or incomplete and be in need of revi-
sion during the course of the implementation process.
In contrast to standard forms of compliance monitoring,
which presuppose a stable and homogeneous world,
“where principals can make detailed plans and reduce
them to precise instructions to agents to carry them out",
because in such a world experience can be relied on
to teach what works, the aim of such diagnostic moni-
toring is "to facilitate and organise problem solving by
the actors, not to use the threat of punishment for bad
performance as an incentive for good behaviour".?
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3. DRAFTING THE NRRPS: BETWEEN
NATIONAL GOVERNMENTS,
DOMESTIC STAKEHOLDERS AND
THE EUROPEAN COMMISSION

How has the governance theory of the RRF as a demand-
driven, incentive-supported, and performance-based
instrument worked out in practice? In this section, we
focus on the drafting phase of the NRRPs, looking, in par-
ticular, at how far national governments took ownership
of the plans and used RRF funding to propose ambitious
investment and reform programmes; to what extent they
involved other domestic stakeholders in their prepara-
tion; and what role the Commission played in shaping the
plans’ contents and objectives across different MSs. We
address these questions through a comparative analysis
of the findings of our in-depth case studies of eight MSs
(Belgium, Croatia, Estonia, Italy, Latvia, Portugal, Slova-
kia and Spain), drawn predominately from Eastern and
Southern Europe. We complement these findings with
contrasting evidence from three additional northern MSs,
drawn from previous studies of NRRP drafting in Austria,
Germany and the Netherlands.?? Unless otherwise indi-
cated, empirical statements about the eight MSs covered
in this study are drawn from these country case studies,
whose principal findings are summarised in Annex 2.
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3.1 NRRPS: OWNERSHIP
AND AMBITION

To what extent did national governments take ownership
of the NRRPs and seize the opportunity of RRF funding to
launch ambitious investment and reform programmes?
We answer this question, which varied widely across the
countries covered in our study, by reference to the follow-
ing indicators and assessment criteria: the relative size
and scope of the plan; the additionality of the investments
involved; the scope and ambition of reforms, including
those not covered by the CSRs; the extent to which plan
was based on national governmental programmes or
prior plans; and assessments of ambition by the Com-
mission and national officials.
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3.1.1 PORTUGAL

We begin our comparative analysis with the case of Por-
tugal, perhaps the most ambitious of the plans covered
in our study, with the highest level of national owner-
ship. As shown in the tables in Annex 1, the initial size
of the RRP, which included €2.7 billion of loans3® and
€13.9 billion in grants (later increased to €15.6 billion),
amounting to 7.9% of GDP, to finance 82 investments
and 32 reforms. 43.5% of Portugal’s RRP expenditure
(the highest in our sample) was devoted to social com-
mitments, focused particularly on urban regeneration,
social housing and healthcare infrastructure, but also
on qualifications, skills and "social responses”, includ-
ing the implementation of national strategies against
poverty and disability, and the development of support
schemes for underprivileged communities in metro-
politan areas. Reforms include measures aimed at
overhauling teaching and vocational training, imple-
menting an agenda for the promotion of decent work
and fighting gender inequality in the labour market; the
most significant and controversial measure concerns
the liberalisation of closed professions (e.g. law). 64%
of this social expenditure was devoted to new (not
previously budgeted) projects, ensuring a high level of
additionality.3* Unlike in other MSs, the RRP addressed
all social CSRs, and was assessed as "very ambitious”
by both the Commission and national authorities (e.g.
EU6). The RRP was largely based on the Strategic Vision

for the Portuguese Recovery Plan, led by Antonio Costa
Silva, subsequently Economy Minister, and driven by
a socialist-led left coalition re-elected in 2022 with an
absolute majority. It was seen as an historic opportunity
to escape the constraints of Portugal’s high debt-to-GDP
ratio of 125.5% and to reverse social damage caused
by austerity and public underinvestment under the EAP
and conservative governments during and after the
euro crisis. The plan clearly represents the priorities of
the Portuguese governing coalition, which coincided
with the 2019-2020 CSRs. Commission officials were
positively surprised by the high social content of the
Portuguese plan and emphasised its resonance with the
government'’s focus on enhancing social coherence and
fighting inequalities (EU7).
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3. DRAFTING THE NRRPS: BETWEEN NATIONAL
GOVERNMENTS, DOMESTIC STAKEHOLDERS
AND THE EUROPEAN COMMISSION

3.1.2 SPAIN

Another plan characterised by a high level of ambition
and national ownership is that of Spain. The initial grant
allocation of €69.5 billion (later increased to €77.7
billion), equivalent to 5.8% of GDP, was the highest in
absolute terms in the EU. While Spain did not originally
request any loans, it has now asked for an additional
€84 billion from this source.®® The Spanish RRP
includes 112 investments and 102 reforms. Only 22.8%
of expenditure is devoted to social commitments,
prioritising social expenditure and housing, adult learn-
ing and general education policies, as well as social
services and inclusion policies, including long-term
community-based care, but 60% of social investments
are devoted to new projects.*® The Spanish plan also
includes 33 social reforms, including a major reform
of the labour market to promote transitions from tem-
porary to permanent jobs; a pension reform, enhancing
adequacy by indexing benefits to inflation and decou-
pling initial level from life expectancy, compensated for
by active ageing measures to raise the effective age of
retirement; and the introduction of a national plan for
long-term care. The Spanish plan addresses all social
CSRs (and vulnerabilities identified in the Social Score-
board), while also including reforms in three areas not
addressed by CSRs: pension adequacy; long-term
care; and social inclusion of people with disabilities.?”
The RRP was much driven by the policy agenda of the
socialist-led coalition (re-elected in 2020 without a full
majority, by 167 of 350 votes in parliament, including
18 abstentions), but also reflects broader inputs from
within and beyond central government, as discussed
in Section 3.2. As in the case of Portugal, the Spanish
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plan was seen as an historic opportunity to escape
the constraints of high indebtedness (118.3% of GDP),
compensate for social damage caused by austerity and
public underinvestment during and after the euro crisis,
and revise the neoliberal labour market and pension
policies enacted under previous conservative govern-
ments. It is considered a very ambitious plan by all
assessments, with a high level of national ownership,
despite some compromises with the Commission on
labour market and pension reforms (see Section 3.3).
As one top national official explained:

The RRF has changed the meaning of national own-
ership. It implies a big leap forward with respect to
what was understood by national ownership before,
especially during the financial and euro crisis, when
national ownership basically meant transposing into
national legislation what had been decided elsewhere
at a higher level. Enshrining in national constitutions
(or very high-ranking pieces of legislation) of socially
harsh prescriptions aimed at gaining credibility in
financial markets but which have proven to be polit-
ically non-viable and socially unsustainable. Reforms
inspired by troika-like mindsets, many times against
the will of both national governments and social con-
sensus. And it didn’t work. The RRF has managed
to foster a higher degree of CSR implementation
while ensuring that reforms and investments are
truly the result of a democratically backed political
agenda and, in many cases, including the agreement
between social partners. (ES-GOV1)
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3.1.3 CROATIA
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The size of the Croatian plan (initially set at €6.3 billion
in grant allocations, subsequently revised downwards
to €5.5 billion), equivalent to 11% of GDP, is one of the
highest in relative terms in the EU. Compared to Portugal
and Spain, Croatia is less debt constrained (with general
government debt at 78.4% of GDP in 2021) and is also
a high relative beneficiary of cohesion policy funding,
which helps explain why the government did not ini-
tially request loans, even though these were available
at below market rates.®® The Croatian plan includes 146
investments and 76 reforms. The plan has an extensive
social focus, with 22.7% of expenditure devoted to social
commitments. Reforms and investments aim, amongst
others, to achieve full territorial coverage of pharmacy
care and medicine availability; investments in expand-
ing childcare by 22,500 places are coupled with reforms
guaranteeing a place for each child after the age of 4;
investments in education are coupled with reforms to
increase mandatory teaching hours in primary schools,
review the curricula and modernise higher education;
furthermore, the plan includes a wide range of reforms
and investments in the area of labour markets and social
services, including on guaranteed minimum benefits and
minimum wages. Social investments include, to a large
degree, infrastructure investment, such as new childcare
facilities and centres for elderly people. The Croatian RRP
addresses all CSRs (and vulnerabilities identified in the
Social Scoreboard), while also intervening in three areas
not mentioned in the CSRs (pensions, long-term care and
the inclusion of people with disabilities).*® As in Portugal
and Spain, the plan was driven by the policy priorities of
the incoming government. While the composition of the

government coalition is similar to its predecessor, social
and employment priorities are not new, but the high level
of funding from the RRF has allowed for a significant
expansion in the ambition of measures undertaken, for
example, when it comes to the abovementioned childcare
places or investments in skills development for vulnerable
groups. The Croatian plan was assessed as "expected
to bring a lasting impact, reinforce structural changes
[..] and help strengthen institutional resilience" by the
Commission, and reforms are supported by a rather
strong domestic consensus.*° In the wake of the euro
crisis, Croatia has focused for a number of years on fiscal
sustainability, cost reduction and efficiency gains in its
policy plans. The current plan is focused on the buildup
of services in light of a tightening labour market that is
still suffering from low activity and skills mismatches.
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3. DRAFTING THE NRRPS: BETWEEN NATIONAL
GOVERNMENTS, DOMESTIC STAKEHOLDERS
AND THE EUROPEAN COMMISSION

3.1.4 SLOVAKIA

The initial allocation to the Slovak plan, at €6.3 billion in
grants (later decreased to €6.0 billion), equivalent to 6.5%
of GDP, was smaller in relative terms than that of Croa-
tia and Portugal. No loans were requested, although the
country is moderately debt constrained (62.2% of GDP in
2021), as it is a high relative beneficiary of cohesion pol-
icy funding, and officials felt that they were reaching the
limits of absorptive capacity of EU funds. The Slovak RRP
is nonetheless ambitious, comprising 58 investments and
58 reforms, with 45.1% of expenditure devoted to social
commitments. The plan has a significant focus on social
policy areas, with €1.4 billion earmarked for healthcare
and €1.4 billion for education and research. Amongst the
reforms are legal entitlements to a place in kindergar-
ten and preprimary education linked to investments in
childcare capacity; reforms in higher education in terms
of governance, financing, accreditation and evaluation
linked to investments in digital equipment, training and
scholarships; reforms in the health sector, with enhanced
access to primary care services in regions that suf-
fer from a gap compared to needs; the introduction of
multiannual expenditure ceilings in fiscal governance;
a justice reform to improve the integrity of the system
and a pension reform that links the retirement age to life
expectancy. On social policies and investments, the plan
pays specific attention to disadvantaged groups, such as
the Roma population, although the plan does not include
specific social inclusion measures, as also pointed out by
the Commission’s assessment. The drafting of the RRP
followed shortly after the election of a new government
in March 2020, which, for the first time in nearly a dec-
ade, produced a coalition without the social democratic
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Smer-SD. The incoming coalition aimed at building a
reform-committed public profile and focused on the same
priorities as those formulated in the CSRs. Slovakia put
many of the major reforms of the coalition agreement
into the RRP. The success of the plan is therefore central
to the political debate in Slovakia and closely tied to the
reputation of the prime minister (PM). The plan is seen
by the Commission as contributing significantly to eco-
nomic growth, employment creation and addressing the
challenges set out in the CSRs.*'
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3.1.5 ITALY
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In total €191.5 billion, comprising €68.9 billion in grants
plus €122.6 billion in loans, equivalent to 11.1% of GDP,
the Italian RRP is by far the largest in the EU in abso-
lute terms, and the second-largest grant beneficiary in
relative terms.*? To this funding from the EU, Italy then
added €30.6 billion in national resources to cover current
expenses linked to the plan but not fundable under RRF
rules. The Italian plan comprises 151 investments and
63 reforms, with 28.8% of expenditure devoted to social
commitments, of which 64% was directed to wholly new
projects.*® Major social investments include €4.6 billion
for the expansion of early childhood education and care
facilities, €2.1 billion to update and digitalise school
facilities, €3.3 billion dedicated to social housing and
infrastructure in urban municipalities, and €4.05 billion
to digitalise healthcare infrastructure. The Italian RRP
does not address all the social CSRs, most importantly
to "provide adequate income replacement and access to
social protection, notably for atypical workers",* where
the "impact of social transfers other than pensions on
poverty reduction was considered a “critical situation” in
the Social Scoreboard.* Proposals to extend the cover-
age of social insurance to precarious and self-employed
workers, based on the recommendations of an official
review committee convened by the Conte Il government,
were dropped by the Draghi drafting team.*® Although the
Italian RRP foresees major infrastructure investments in
childcare facilities, it does not link these investments to a
reform, as Slovakia or Croatia do, despite the recommen-
dation in the 2019 CSRs for a comprehensive strategy to
support female labour participation. This absence of a
comprehensive strategy for young people and families

is identified in the 2022 Country Report for Italy as one
of the key gaps in the plan.#’

The Italian plan, however, does includes other inter-
ventions that did not feature in the social CSRs, such
as interventions supporting people with disabilities
or granting new scholarships for university access.*?
As the second-most highly indebted country in the EU
(150.3% of GDP), Italy approached the RRF as a "now
or never opportunity” and was among the first group
of countries to begin preparing its plan after the July
2020 European Council. Drafting of the plan was very
significantly affected by the change from the Conte I
to the Draghi government in February 2022. The number
of proposed reforms nearly doubled, and detail included
in some of them greatly increased, especially in public
administration and justice. National authorities used the
RRF to pursue long discussed but never implemented
reforms, also in fields of administrative simplification
and competition regulation.

As acknowledged by our interviews, the RRF was con-
sidered an important opportunity, a trigger and a tool
for the implementation of social reforms that would
either not been adopted because of lack of adequate
funding or would have been further delayed. Overall,
the RRF gave an incentive to implement reforms or
investments that were postponed or delayed in the
past and was thus an opportunity used by domestic
actors to accelerate them.*
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3.1.6 BELGIUM

With an initial size of €5.9 billion in grants (later
reduced to €4.5 billion, one of the largest decreases in
the EU), the Belgian NRRP, equivalent to 1.2% of GDP,
was a quite different order of magnitude to those of the
other plans discussed so far.>® At the same time, how-
ever, Belgium’s high level of debt-to-GDP ratio (109.2%)
meant that the RRF funding was seen as a significant
opportunity by both federal and regional government
officials. Belgium’s NRRP comprised 105 investments
and 35 reforms, with 32.2% of expenditure devoted to
social commitments, 65% of which consisted of new
projects.5' Social spending in the plan focused mainly
on general education, adult learning, and social housing
infrastructure.5? The Belgian plan leaves some social
CSRs unaddressed, such as those on increasing the
sustainability of long-term care and removing disincen-
tives to work. But the plan includes a strategy for the
Walloon region to delay or avoid institutionalisation of
the elderly, as well as a social housing and childcare
investment plan, not foreseen in the CSRs nor by the
Scoreboard.%® The Commission’s assessment is rather
critical of the plan’'s ambitions, not only in terms of the
measures proposed to advance the green transition, but
also in the social sphere. Here the Commission raises,
amongst others, the following concerns: Belgium has
committed to announce a submission of a proposal to
reduce the tax burden on labour, but has not provided
a commitment and timeline for the adoption of the
announced reform. Therefore, it has not been included
as a measure in the RRF. The pension reform is only
described in general terms, without providing details
on the envisaged measures. Belgium also proposes a
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number of measures to promote the inclusion of vulner-
able groups on the labour market; however, the overall
plan is seen as falling short of presenting a holistic
and integrated approach to support social and labour
market inclusion of vulnerable groups. On education,
the proposed investment and reforms are expected to
make a contribution to improving education outcomes,
but measures are generic, rather than targeting vul-
nerable pupils and teachers, and thus, insufficient to
address inequality in education outcomes, despite the
significant disparities in educational outcomes being
considered a real concern. On lifelong learning, Bel-
gium invests in widening the offering of training and
Wallonia invests in the construction and renovation
of training centres, but the plan does not present a
comprehensive strategy to strengthen participation in
lifelong learning; again the Commission here points to
the issue of structural inequalities.

In contrast to other MSs, the Belgian NRRP was based on
separate plans drawn up by three regional governments,
responsible for 80% of public investment. The Flanders
region had already drafted a €4.3 billion COVID recov-
ery plan and transferred elements of pre-existing plans
most relevant to CSRs and criteria for digital and climate
investment to the national plan. The Flemish plan, fur-
thermore, includes investments and reforms focused
on education (digital investments and investments in
higher education); lifelong learning provisions; renovation
of social housing and inclusivity on the labour market,
such as the integration of migrants. For Wallonia, there
are also new priorities in the plan that otherwise would
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not have been initiated, such as investments in childcare
facilities for vulnerable groups. Importantly, it was the
Commission who pushed for targeting the investment
to the most vulnerable municipalities, in terms of income
and female employment, which led to a different targeting
than otherwise would have been chosen by the region
itself. For the Walloon government, trying to achieve the
European Barcelona targets for childcare capacity, which
aims at a minimum coverage of 33% for children under
3in EU countries, plays a leading role in this policy area,
and thus, it is committed to try to achieve new capacity.
Local priorities were coordinated at the federal level and
combined with national reforms. Among the most impor-
tant of these is a pension reform focused both on social
adequacy and financial sustainability. The milestones
promise to increase minimum pensions, strengthen the
link between contributions and benefits, and improve the
gender balance and regional disparities. These measures,
most notably the increase in minimum pensions, raise
pension expenditure in the medium to long term. To
offset the rise in cost, Belgium plans to invest in longer
working lives. The NRRP suggests that such measures
could include part-time pensions, the introduction of a
pension bonus, increased investment in lifelong learning
or the facilitation of career reorientation for older workers.
Rather than specifying a concrete output, Belgium com-
mitted itself to the goal of financial sustainability in the
plan, as also stipulated in the coalition agreement, from
which the language in the plan was copied and pasted.

The regional focus and priorities of the Belgian NRRP
mean that there is a high level of domestic ownership of

the proposed measures, especially investments, which
are mostly new, and which had been constrained by
previous lack of financial resources and fiscal capacity.
Overall, the level of ambition in the Belgian plan may be
considered adequate, since it does address some of the
CSRs, but compared to other MSs in our sample, such as
Portugal, Spain, Croatia, or Slovakia, the plan does not
stand out in this respect.
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3.1.7 ESTONIA

With an initial size of €1 billion (later reduced to €0.9 bil-
lion), equivalent to 3.2% of GDP, the Estonian plan is also
relatively small. Estonia did not request any loans, as the
country is a significant relative beneficiary of cohesion
policy funding, and its debt-to-GDP ratio of 17.6% is the
lowest in the EU. The plan comprises 25 investments and
16 reforms, devoting 37% of total expenditure to social
commitments, of which 90% is for health and long-term
care and 10% is for employment and skills. One third
of total expenditure in the originally approved plan was
devoted to the construction of a new modern hospital in
the capital city, Tallinn (replaced in the revised plan, cur-
rently under review, by the construction of a smaller and
less expensive hospital in a different town because of
high cost inflation and vulnerability to potential Russian
aggression in the wake of the invasion of Ukraine). The
main social investment funded by the RRP concerned
labour market measures to reduce youth unemployment,
notably a wage subsidy and a training allowance. Gov-
ernment officials initially did not understand and were
extremely reluctant to accept that reforms addressing
social CSRs and vulnerabilities had to be included in
the plan, even if these involved future budget commit-
ments not fundable through the RRF. In response to
Commission pressures, a number of significant social
reforms were included in the plan, the ambition of which
exceeds that of neighbouring Latvia, notably measures
addressing long-term care (requiring local authorities
to improve long-term services, especially for children
with high care needs), healthcare (comprehensive sys-
tem reorganisation, including a hospital development
plan, measures to address staff shortages, revision of
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staff reimbursement schemes and increasing support
for general practitioners, especially in remote areas), the
social safety net (extending the duration of unemploy-
ment insurance benefits) and the gender pay gap (the
development of strategic objectives for reducing gender
inequalities and a digital tool for employers to monitor
gender wage disparities). By all accounts, the level of
domestic ownership of the plan is limited: major infra-
structure projects, including Tallinn hospital, have had to
be dropped or scaled back drastically because of rising
costs; while support for social reforms funded from the
state budget remains relatively low, outside the Ministry
of Social Affairs. As in Latvia, this stance reflects the
long-standing liberal orientation of governments and
the electorate, as well as uncertainties about current
and future coalition politics. At the same time, however,
Estonian policymakers are more "reform oriented" than
their Latvian counterparts and more willing to improve
the country’s social and economic systems in response
to challenges identified by external interlocutors, such
as the Commission (EU2, EE-GOV3).
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3.1.8 LATVIA

While the initial size of the Latvian plan of €2 billion
in grants (decreased to €1.8 billion) is also relatively
small, it is higher as a share of GDP (5.6%) than that
of Estonia or Belgium. Like the other Central and East-
ern European MSs in our study, Latvia did not request
loans from the RRF, as it is a high relative beneficiary
of the cohesion policy funds and has a debt-to-GDP
ratio of 43.6%, among the lowest in the EU. The Lat-
vian plan consists of 60 investments and 25 reforms;
34% of expenditure is devoted to social commitments,
mostly focused on health and long-term care, espe-
cially expansion of hospital facilities (40%); education
and childcare (38%); and employment and skills (19%),
but only 3% for social protection and inclusion policies
(RRF Scoreboard). As in Estonia, initial government
proposals focused exclusively on infrastructural invest-
ments, ignoring reforms; it was "basically a cohesion
plan".54 Latvian authorities took a long time to accept
that it was necessary to include reforms in the plan
and tie them to milestones and targets. Until very late
in the drafting process, Latvian officials ignored the
social CSRs and Scoreboard ratings, which, in some
areas (e.g. healthcare), were among the worst in the
EU (Annex 1, Table 4). They proposed to address "tack-
ling inequality" (20% of total plan expenditures) mainly
through regional infrastructural investments (road
repairs and industrial parks) aimed at promoting job
creation. Only at the insistence of the Commission was
Latvia persuaded to include key social reforms, notably
price indexation of the guaranteed minimum income
(GMI) and improvements in the adequacy, quality, and
financing of healthcare services, which involve current

expenditure that cannot be funded through the RRF, but
must instead be funded by the government; see Section
3.3). There is a consensus among domestic experts
that the plan falls short of promising next-level change
and instead focuses on marginal improvements, in line
with established policy directions; both unions and
employers are very critical of the plan, albeit for differ-
ent reasons. The limited domestic ownership of social
investments and reforms, apart from officials of the
Ministry of Welfare, reflects the long-standing liberal
orientation of Latvian governments — and the domes-
tic electorate more broadly — prioritising economic
growth, job creation and labour mobility over reduction
of inequalities through tax-funded redistribution.
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3.1.9 COMPARATIVE PATTERNS

Comparing these eight MSs, a number of clear patterns
emerge. Firstly, the combination of large relative RRF
grants relative to GDP with high fiscal debt constraint
encourages ambitious social investment and reform
plans (Portugal, Spain and ltaly; Croatia and Belgium to
a lesser extent). This pattern is intensified in countries
that had suffered from austerity and reductions in social
and labour rights during the decade following the euro
crisis, and which had new or recently re-elected left-wing
government coalitions (Portugal, Spain). A similar pro-
active pattern of social activism can also be observed
in less heavily fiscally constrained countries with new
governments anxious to break with past policies and
establish a reform-oriented profile (Croatia, Slovakia).
Conversely, a lower relative size of grants, coupled
with low fiscal constraints, high relative availability of
cohesion policy funding, and economically liberal gov-
ernments and electorates leads to socially unambitious
plans with weak domestic ownership, especially where
reform measures demand ongoing current expenditures
from the national budget, which cannot be financed from
the RRF (Latvia, Estonia).

¥

The combination of large relative
RRF grants relative to GDP
with high fiscal debt constraint
encourages ambitious social
investment and reform plans.

"

These comparative patterns and the explanatory fac-
tors underlying them are reinforced when we consider
three contrasting "shadow" cases from Northern Europe:
Austria, Germany and the Netherlands. In all three of
these countries, the relative size of the initial RRF grants
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is smaller: Austria, €3.5 billion, equivalent to 0.86% of
GDP; Germany, €25.6 billion, equivalent to 0.72% of GDP;
and the Netherlands, €6 billion, equivalent to 0.55% of
GDP. All three of these countries also have moderate
to low ratios of debt to GDP: Austria, 83%; Germany,
68.6%; the Netherlands, 52.4%. As a consequence, their
NRRPs include a low total number of investments and
reforms: Austria, 57; Germany, 80; the Netherlands, 49.
The plans of these countries likewise include a low
proportion of expenditure for social commitments,
with very little for improvements in social protection:
Austria, 19.6% (mostly devoted to education and child-
care, employment and skills, and health and long-term
care); Germany, 25.9% (mostly devoted to health and
long-term care, and education and childcare); and the
Netherlands 13.2% (mostly devoted to education and
childcare, health and long-term care, and employment
and skills). In all three countries, the additionality of
social investments was very low, ranging from 31% for
new projects in Austria, 14% in Germany, and 0% in the
Netherlands.5®

In all three MSs, moreover the NRRPs devote limited
attention to the social CSRs and vulnerabilities signalled
in the Social Scoreboard, which are, however, fewer than
in Southern and Eastern European MSs.% Thus, the Aus-
trian plan does not address low participation in early
childhood education and care, the gender employment
gap, rising (regional) inequalities and low integration
of vulnerable people in the labour market. It further
ignores CSRs on sustainability of health and long-term
care, as well as on shifting taxes away from labour.%”
The German plan ignores nine out of 12 social sub-CSRs,
including the sustainability of pensions, disincentives
to work, taxes on labour and opening up of regulated
professions, while reforms included in the plan, like guar-
anteed minimum resources (and the digitalisation of the
pension system), were already adopted before 2021. In
the Netherlands, the key CSR on reducing fiscal incen-
tives on mortgages more quickly was not addressed,
while major reforms promised, for example, a revision
of the pension system or the introduction of new manda-
tory disability insurance and measures to reduce bogus
self-employment, had already been agreed in principle
before the adoption of the RRP, although they still have
to pass through parliament.

NRRPs in these countries were based mainly or exclu-
sively on national recovery plans already adopted and
introduced before the RRF, with a substantial proportion
of spending backdated to 2020, as permitted by the RRF
regulation.®® There was thus little perceived need for RRF
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funding to carry out projects included in the national
plans, especially in the social field. In Austria, one gov-
ernment official interviewed declared that "The RRF is
not a social instrument to us. We have the resources to
cover both capital and current social expenditure”, while,
in Germany, another observed that "the national budget
was enough to cover the national social needs, that is
why the social initiatives were (partially) set aside in
the RRP".* In the Netherlands, the government decided
early on that only existing projects that had already been
fully covered by national funds could be replaced by RRF
funding. Hence, government officials in these countries
were reluctant to have their projects included in the
NRRPs, because doing so involved additional reporting
and monitoring requirements, while the money for them
had already been budgeted.®®

These contrasting "shadow" cases confirm the broader
comparative pattern observable across the eight MSs
on which our study focuses. A small relative size of RRF
grant funding, combined with weak fiscal constraints,
leads to unambitious plans with limited national own-
ership, as in Latvia and Estonia, although ideological
issues around growth strategies and social policy do not
appear to play the same role in Austria, Germany and the
Netherlands. It is worth noting, however, that, although
the RRF grants to these three countries amounted to
only a small proportion of their GDP (less than 1% in
each case), taken together they accounted for a large
share of the grant allocation from the EU to MSs: 10.4%
of the initial total; and 10.8% of the final corrected total.
In return for this very substantial collective funding, the
EU might legitimately have expected more ambitious
reforms and more additional investments from these
MSs, rather than de minimis plans that embodied a ret-
rogressive logic of juste retour.

3.2 INVOLVEMENT OF DOMESTIC
STAKEHOLDERS

How far were other domestic stakeholders, such as social
partners and local and regional authorities, involved in the
drafting of the NRRPs, and what influence, if any, did this
have on their content?

3.2.1 THE RRF REGULATION AND
COMMISSION GUIDANCE

Both the RRF regulation and the Commission’s guidance
on the drafting of the NRRPs are very clear about the need
to consult local and regional authorities, social partners,
civil society organisations and other domestic stake-
holders in the drafting of the plans. As the Commission’s
guidance explains,

Both in preparatory work and implementation, consul-
tations should be conducted in accordance with the
national legal framework and involve as relevant local
and regional authorities, social partners, civil society
organisations, youth organisations and other relevant
stakeholders (e.g. national fiscal boards, national pro-
ductivity boards and other national advisory bodies,
depending on the country-specific decision-making
process and institutional setup).®’

Hence, the NRRPs must include

a summary of the consultation process, conducted
in accordance with the national legal framework,
of local and regional authorities, social partners,
civil society organisations, youth organisations and
other relevant stakeholders, and how the input of
the stakeholders is reflected in the recovery and
resilience plan.5?

Despite these formal expressions of good intentions,
there were serious structural obstacles to deep con-
sultation of domestic stakeholders in the drafting of
the NRRPs. One obstacle was time: the plans had to
be drafted in a great hurry; no more than a few months
in many MSs. Another was centralisation: plans had to
be centrally coordinated by national governments; and
negotiated with the Commission, down to the oper-
ationalisation of milestones, targets and verification
documents for each investment and reform.
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3.2.2 EU-LEVEL ASSESSMENTS

In its 2022 review of the implementation of the NRRPs,
the Commission paints a remarkably rosy picture of the
involvement of these domestic stakeholders in their draft-
ing and implementation:

The success of the RRF also depends on the close
involvement of social partners, civil society organisa-
tions, local and regional authorities, NGOs and other
stakeholders, who have contributed to the design
of the plans and are now playing a key role in their
implementation.®?

Unfortunately, however, there is virtually no support from
other EU-level assessments for this conclusion about the
close involvement of local and regional authorities and
other domestic stakeholders in the drafting of the NRRPs.
Thus, for example, the European Parliament

Regrets that in all member states, local and regional
authorities, civil society organisations, social part-
ners, academia or other relevant stakeholders were
not sufficiently involved, in the design and the imple-
mentation of the NRRPs, in accordance with the
national legal framework, and calls for their involve-
ment based on clear and transparent principles, in
the implementation of the NRRPs to the maximum
extent possible under the national legislation.5*

Opinions and reports by the Committee of the Regions,
the EU Employment and Social Protection Committees,
Eurofound, and the European Economic and Social Com-
mittee (EESC) confirm this pessimistic assessment in
considerable detail, as regards local and regional author-
ities, social partners, and civil society organisations.5®

i

There is wide variation across the eight
MSs covered in our sample, in terms
of levels and forms of participation
by civil society, social partners, and
local and regional authorities.

n
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3.2.3 CROSS-NATIONAL VARIATIONS

As can be seen from the country case studies, there is
wide variation across the eight MSs covered in our sam-
ple, in terms of levels and forms of participation by civil
society, social partners, and local and regional authorities.
It should be noted, however, that our findings about the
latter are based primarily on interviews with national and
Commission officials, as well as secondary documenta-
tion, not interviews with local and regional authorities
themselves; these may thus overstate the extent of the
latter’s participation in the NRRP drafting process relative
to their own subjective assessments.

3.2.3.1 PORTUGAL

As mentioned earlier, the Portuguese RRP was largely based
on an earlier national recovery and development plan, which
itself involved extensive public consultation with a broad
range of civil society representatives.®® Compared to other
MSs, the deliberation over the Portuguese plan has been
widely recognised for its broad involvement of social part-
ners, civil society and municipalities.®” According to several
contacts, the second public discussion resulted in two
additional RRP components “culture” and "sea" being added
to the plan, focusing on the development of tourism and
coastal economies, respectively (EU7; PT-GOV2).

3.2.3.2 SPAIN

In Spain, the design of the recovery plan was described as a
‘choral" exercise by national officials. The lead team asked
line ministries to submit project proposals and was then
in charge of deciding whether and how to include themin
the final plan. Thereafter, a series of consultations with
regions and social partners took place, and the government
opened a platform for receiving inputs on the projects to
be financed with the RRF in some areas, including digi-
talisation. Unlike Italy, the process in Spain was more
"bottom-up", with an attempt to enlarge the ownership with
multiple actors, especially at the regional level. Regional
authorities had to be consulted through the established
system of sectoral conferences, because of their broad
competences for policy fields covered by the plan (as
in Belgium), but some regions nonetheless complained
that they did not feel sufficiently involved in the process
on certain key issues, such as childcare. By contrast, the
involvement of civil society appears to have been weaker.®
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3.2.3.3 BELGIUM

As already mentioned, the Belgian NRRP began with the
preparation of separate recovery plans by the three regional
governments. Where in other MSs steering occurred pri-
marily from the Ministry of Finance and the PM'’s office, in
Belgium, the task of federal coordination was entrusted to
the State Secretary for Strategic Investments and Recov-
ery. The regions themselves came forward with investment
priorities and the federal level focused on reforms, regional
coherence coordination and communication with the
Commission. Consultations were conducted at both the
regional and federal levels and built upon the strong frame-
work of involvement of social partners in the Semester.
Belgium was considered in the Eurofound study as one
of three MSs (along with Spain and Finland) where social
partners were broadly satisfied with the mechanisms for
their involvement in the drafting of the NRRP;®° the same
was less true of civil society, according to the results of the
EESC?° consultation and the ICNL"" studies.

3.2.3.4 CROATIA

The Croatian RRP was drafted and negotiated by a central
coordination team, with the PM’s office and the Ministry
of Finance in the driving seat. Especially in the drafting of
the plans, the quality of consultation left social partners
both on the trade union and employer sides disappointed
(HR-SOCPART1, HR-SOCPART?2). Social partners only
received the final draft of the plan and had only a few days
to assess the many hundreds of pages, which resulted in
shallow involvement, even if the Croatian RRP itself men-
tions "more than 15 significant meetings from December
2020 to May 2021". This was made up for in the implemen-
tation phase, as argued in section 4.2 below. Regions and
municipalities were consulted on both the deadlines and
the drafting of the milestones. While ministries bear the
primary responsibility, the milestones specify the role of
the regions and municipalities in precise terms and include
a few milestones dedicated to strengthening interinsti-
tutional coordination. Involvement of local and regional
actors was therefore assessed quite positively by the Com-
mittee of the Regions.”

Two cases qualify this broadly positive picture. The first is
the reform of water services management, where regional
authorities were consulted in official consultations about
plans to restructure 200 existing water service companies
into 40, but their critical comments and those of munici-
palities were not fully taken on board in setting the RRP

targets. The second concerned labour market reform.
There, the decision to include social partners only in the
final drafting stage was based on time pressure. The rea-
soning in the ministry was that the plans were based on
strategic documents on which the social partners had
already been consulted, but in interviews it was also admit-
ted that it would have been better to include them from
the start (HR-GOV3). Social partners were also surprised
about some of the elements in the plans, which they had
not anticipated. In its assessment of the Croatian plan, the
Commission explicitly refers to the need to better include
social partners in its implementation.

3.2.3.5 SLOVAKIA

The Slovak plan is overseen by a highly centralised coordi-
nation team (NIKA), which drafted and negotiated the RRP.
Slovakia organised widespread stakeholder consultation
on the content of the plan, with roundtable discussions and
possibilities for written comments. A dedicated website
was set up to engage with the public. At the same time,
the quality of the consultation can also be questioned.
In parliament, information sessions were organised, but
there was little substantive debate on the priorities and
possibilities for involvement in the preparations, which was
primarily a process driven by the government (SK-GOV4).
Trade unionists have mostly been disappointed with the
quality of consultation and feel their input was ignored.
According to a senior trade unionist, they had initially been
left out of the relevant committees and were only allowed a
seat at the table once the plans were already approved and
most of the work finished (SK-SOCPART1). One of the ele-
ments that trade unions would have liked to see included in
the plan is lifelong learning, which is indeed mostly absent
from the plan, despite being flagged as a weakness in the
Social Scoreboard (Annex 1, Table 4). On the side of other
social partners, Oellerich and Simons (forthcoming) note
that stakeholders, also on the side of employers, saw little
space for substantive input and were primarily presented
with a fait accompli.

3.2.3.6 ITALY

Under the Conte government, the leading role in plan
negotiations was taken by the Ministry of European
Affairs, which, together with the Ministry of Finance,
created an interinstitutional committee. The line min-
isters were asked in August 2020 to provide a list of
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financeable investment projects, which had to be sent to
this committee by early September of the same year. The
interinstitutional committee submitted the first draft of the
Italian RRP in December 2020 to the Council of Ministers.
The plan was never approved, as the Draghi government
took over in February 2021. This change was also reflected
in the governance of the RRF, which was centralised at the
Ministry of Economy and Finance. As mentioned above,
Decree Law 77/2021 also created a Steering Commit-
tee (Cabina di Regia, chaired by the PM). In terms of the
involvement of subnational authorities, the interactions
were more intensive with the representatives of local
administrations and metropolitan cities than the regions,
but came only at the end of the preparation of the program.
The lack of a structured involvement by these subnational
actors is perceived as a limitation by the national author-
ities, but an unavoidable consequence of the very short
time available for the plan’s preparation, which came on
top of the novelty of the instrument itself. This in turn
prevented a real engagement with these actors who are
nonetheless responsible for the implementation of 35%
(municipalities, metropolitan cities and other local author-
ities) and 15% (regions) of the entire RRF envelope. Social
partners were also consulted only in the very last phase of
the plan’s preparation. There was also some consultation
of civil society through a variety of channels, but with no
visible input into the content of the plan.”?

3.2.3.7 ESTONIA

According to officials at the Ministry of Finance, the Esto-
nian RRP was largely formulated in a "top-down" fashion
(EE-GOV1, EE-GOV2), while incorporating key elements
of "Estonia 2035", a national development strategy dis-
cussed with social partners and other stakeholders
before the COVID-19 crisis.” The first RRP drafts were
mostly debated between the Commission and the gov-
ernment between October and December 2020, while a
public consultation took place when the draft was at a
relatively advanced stage.”®

3.2.3.8 LATVIA

The main contours of the Latvian RRP emerged from
political agreements between the government minis-
tries, whereas the social partners first saw the draft plan
only after it was sent to the Commission in early 2021.
The first consultation with social partners was held only
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in December 2020, when the social partners requested
that a discussion of the RRP be included in the agenda
of the National Tripartite Cooperation Council (NTSP),
the main platform for tripartite agreement.”® However,
after various social actors complained about the lack
of meaningful involvement in the RRF drafting process,
including writing to the Commission Representation in
Brussels and the EESC, the government conducted public
consultations until the spring of 2021. The social partners
have remained highly critical of the RRP, where employ-
ers mostly lament its focus on public spending, while the
unions criticise the lack of coherence and insufficient
focus on human capital, quality jobs and social meas-
ures. These social partner pressures led only to marginal
adjustments of the plan, while most of the requests, par-
ticularly, from the unions, remained unaddressed.””

3.2.3.9 COMPARATIVE ANALYSIS

The case studies show a clear division between three
groups of MSs.

Firstly, we see a group of countries in which the NRRP
emerged from a broad national or regional consultative
process, involving social partners, local and regional
authorities, and civil society: Portugal; Spain (weaker
involvement of civil society); and Belgium (region-led,
strong involvement of social partners, weaker participa-
tion by civil society).

In a second group of countries, there was limited consul-
tation and involvement of domestic stakeholders: Croatia
(better for regions and municipalities than social partners
and civil society); Slovakia (broad but late consultation and
weak incorporation of input from social partners into the
plan); and Italy (intensive but unstructured interactions with
representatives of municipalities and metropolitan cities,
but only at the end of the process; weaker engagement
with regions; social partners consulted only in last phase of
preparation; civil society organisations consulted through a
variety of channels, but with no visible input into the plan).

In the third group of countries, there was barely any mean-
ingful involvement of non-state actors in drafting of the
NRRP. Thus, in Estonia, public consultation occurred only
when the draft plan was at a relatively advanced stage,
though more deliberation with social partners and other
stakeholders had already taken place on the prior Estonia
2035 national development strategy. In Latvia, social part-
ners were consulted only at a late stage, while broader

GOVERNING THE RRF
DRAFTING, IMPLEMENTING, AND MONITORING NATIONAL RECOVERY AND RESILIENCE PLANS



public consultations were only triggered by complaints
to Commission and the EESC, leading only to marginal
adjustments. It is noteworthy too that these cross-coun-
try variations in stakeholder involvement in drafting the
plans appear to have been linked more to the strategy
and ambition of national governments than to historic
patterns of interest representation and corporatist policy
concertation (apart from Belgium).

3.3 ROLE OF THE COMMISSION

3.3.1 COMMISSION RESPONSIBILITIES IN
THE DRAFTING AND ASSESSMENT
OF NRRPS

What responsibilities did the RRF regulation and other legal
texts assign to the Commission in the drafting and assess-
ment of the NRRPs? Annex V of the RRF regulation charged
the Commission with two main sets of tasks: to ensure
the relevance; effectiveness; efficiency; and coherence of
the plan, while fully respecting national ownership. More
specifically, the Commission was responsible for ensuring
that NRRPs met the key objectives and requirements of
the RRF, namely, that the plan represented a comprehen-
sive and adequately balanced response to the economic
and social situation of the MS, while contributing to all six
pillars of the RRF; that it effectively addressed all or a sig-
nificant subset of challenges identified in the CSRs, taking
into account the financial allocation provided to the MS and
the scope and scale of country-specific challenges; that
it devoted a minimum share of expenditure to the green
transition (37%) and digital transformation (20%); that it
contained measures to strengthen social cohesion and
social protection systems, contributing to the implemen-
tation of the principles of the EPSR, improving the levels of
the indicators of the Social Scoreboard and mitigating the
economic and social impacts of the COVID-19 crisis; and
that no measures included in the plan did significant harm
to the EU’s environmental objectives. The Commission is
likewise responsible for ensuring the coherence and ability
to implement the NRRPs, meaning that investments and
reforms should complement and reinforce one another;
that MSs should put in place effective arrangements for
monitoring and implementation of the plan, as well as to
prevent, detect and correct corruption and fraud; and that
the estimated total costs of the plan are reasonable and

proportionate to measures’ expected impact and do not
involve double funding from other EU programs. Based on
these criteria, the Commission is responsible for assessing
the NRRPs, proposing a draft Council Implementing Deci-
sion (CID), including a detailed timetable, milestones and
targets, as well as agreeing operating arrangements with
MSs for the implementation of the plan, including specific
indicators for verification of milestones and targets to be
used in approving periodic payment requests. Note that
while MSs were obliged to explain how they had consulted
domestic stakeholders in the drafting of their plans (a pro-
vision inserted in the Regulation at the insistence of the
European Parliament), this did not form part of the criteria
for the Commission’s assessment.

il

The Commission was responsible
for ensuring that NRRPs met the
key objectives and requirements

of the RRF, and the coherence and
ability to implement the NRRPs.

n

3.3.2 FROM THEORY TO PRACTICE:
COMPARATIVE EXPERIENCE
ACROSS MEMBER STATES

3.3.2.1 PORTUGAL

In Portugal, negotiations between the Commission and
the national government were very wide ranging and
labour intensive, discussing every component multiple
times. But compared to other MSs in our sample, they
were also relatively smooth, because of the ambition,
coherence, and broad political and public consensus
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behind the plan, which addressed nearly all CSRs (apart
from one on investment in transport and energy infra-
structure, which is now being financed through other
European sources, including potentially REPowerEU).
The Commission was very happy with the Portu-
guese plan, which they considered excellent from the
beginning, especially in the social sphere. From their
perspective, the socialist government was very open and
receptive, and they did not need to insist on anything,
especially in the social sphere (EU6, EU7).

The Commission strongly pushed for the plan’s most
controversial reform — the liberalisation of regulated
professions — which had been part of the conditional-
ity under the EAP during the euro crisis, but which was
never implemented. The RRF provided another window
of opportunity for the Commission to leverage the pro-
vision of funds in exchange for the promise to carry out
this stalled reform. But this conditionality was embraced
by the socialist coalition government, as a lever to push
through a measure aligned with its own political pref-
erences in the face of tough opposition from vested
interests, following a "vincolo esterno" strategy of using
external constraints to advance its own domestic reform
agenda. According to one national official:

The government wants to do the reform, and the
RRF is an additional carrot. The [law] order must
change, the (law) orders have too much power -
they are acting like unions. So, the government is
using the EU conditionality to push through the
reform. (PT-GOV1)

Where the Commission’s preferences did clash with
those of the national authorities, however, the latter
seem to have prevailed - for better or for worse. The
most significant case regards the construction of the
Pisdo Dam, a large-scale project dating back to the Sala-
zar era. The Commission was unhappy about using the
RRF money for this purpose, which they considered an
outdated approach to water management. During the
negotiations, the Commission aligned with non-govern-
mental organisations (NGOs) opposed to the project on
environmental grounds, invoking its potential violation of
the RRF’s DNSH principle. But due to the complexity of
the project, and its own lack of detailed local knowledge
and technical expertise in this area, the Commission
was not able to block the inclusion of this project in
the RRP. At the same time, however, safeguards were
included in the Council Implementing Decision aimed
at ensuring respect for the DNSH principle.
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Beyond the negotiation of specific investments and
reforms, the Commission’s main role was to help the
Portuguese drafters improve the ability to implement
the planned measures, for example, by making their
timeline more realistic and encouraging the govern-
ment to "calm their horses" to ensure that they could be
achieved. Despite these efforts at simplification, how-
ever, the milestones and targets set by the Portuguese
plan are extremely demanding compared to those of
other MSs (EU6, EU7).

3.3.2.2 SPAIN

As in Portugal, the Commission'’s role in the drafting of
the Spanish RRP reflects the plan’s broad scope, high
ambition and strong commitment to its objectives on
the part of the national government and other domes-
tic stakeholders. Interactions between the Commission
and the Spanish authorities were very intensive, with
more than 80 meetings; in some cases, these involved
direct meetings between the Economics Minister and
European Commissioners. In terms of the content of
the plan, the discussion with the Commission was
largely focused on technical elements for investments
and became more political on reforms. With respect to
investments the discussions mainly revolved around the
compliance with the RRF regulation and especially the
DNSH principle and the non-eligibility of current expendi-
ture. The content of the investment projects themselves
was, in most cases, not the focus of the dialogue with
the Commission, as long as there was broad compliance
with the RRF objectives.

With regards to reforms, the discussion largely focused
on compliance with the CSRs. The main points of dis-
cussion revolved around the labour market and pension
reforms. This discussion took more than five months,
not only on the technical issues but also because of
the divergent positions at the national level. To leave
scope for social dialogue to determine the final content
of these controversial reforms, some of their provisions
were left open in the RRP and the CID, while specifying
their objectives and the direction of the measures to be
taken.”® In relation to the labour market reform, the Span-
ish government could constructively cooperate with the
Commission and use this opportunity to gain leverage in
the internal debate. More specifically, the second-larg-
est political party in the Spanish coalition government,
Podemos, aimed to completely abrogate the 2012
labour market reform introduced by the conservative
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Rajoy government. The Economics Ministry wanted a
reform that could reduce the dualisation of the Span-
ish labour market by reducing temporary employment,
without modifying aspects such as the existing flexibil-
ity and maintaining existing mobility, which was also
the preference of the European Commission. The final
result was thus a balancing exercise between decreas-
ing temporary employment and maintaining mobility
within the labour market, as requested by the CSR, rather
than completely abrogating the 2012 reform. Commis-
sioner Gentiloni himself intervened in the Spanish public
debate on this point, arguing that

the labour and pension reforms should comply with
what has been agreed [...] [T]lhe European Commis-
sion is clear on the objectives of the labour reforms;
it asks for job instability to be reduced, for collective
bargaining to be improved, and above all it asks that
any changes do not reduce the flexibility introduced
by the 2012 reforms.”

Concerning the pension reform, the main point of con-
tention was the government’s decision to index benefits
to the consumer price index and to decouple their initial
level from life expectancy, while compensating for the
resulting cost increases by introducing a series of off-
setting measures to increase the effective retirement
age. Here the discussion was on how to find a balance
between the relevant CSR, which urged Spain to ensure
the financial sustainability of its pension system, and
removal of the not-yet-applied link between the initial
benefit level and life expectancy to accommodate the
socialist-led government'’s concern that it would result
in sharp falls in pension adequacy. On this point, the
Commission agreed with the Spanish government that
the underlying objectives of the CSR could be addressed
through the adoption of complementary active ageing
measures aimed at raising employment rates of older
workers and increasing contributions, while aligning
them with effective incomes, which would contain the
costs of the reform.®

The fact that milestones and targets are not modifia-
ble was also a key object of discussion and especially
careful attention by the national authorities to commit
to credible objectives. With respect to the milestones
and targets, the Commission negotiated with the Span-
ish government those included in the plan. Since the
milestones and targets were considered unnecessarily
numerous, they were streamlined in consultation with
the Commission to reduce the number of intermediate
milestones involved.

3.3.2.3 CROATIA

The Commission’s role in shaping the Croatian RRP was
greater than in Portugal and Spain, in light of the larger
relative size of the RRF grant allocation. In the months
leading up to the submission of the initial draft in April
2021, more than 85 meetings were held with Commission
officials at both technical and political levels. Some of
these meetings were attended by more than 100 Croa-
tian officials. The Commission played an intensive role
in advising Croatia on how to ensure the coherence and
implementation of the plan, including the need to cou-
ple investments with reforms, as well as to set realistic
milestones and targets, resulting in significant revisions
during the negotiation process.

Croatian officials consider that the Commission pushed
rather strongly on the level of ambition in the plan. Given
the size of the RRF allocation, the Commission consid-
ered it important that all CSRs be addressed, where initial
versions of the plan were falling short in this respect.®
The Commission was able to push on issues of sub-
stance, such as the focus on vulnerable groups and
poorer regions in active labour market policy (ALMP),
where it made clear from the start that it wanted to see
greater attention devoted in the plan.

But Croatia also argued that certain elements of CSR
implementation, such as pension reform, would need to
take better account of the domestic context. Hence, for
example, the CSR on linking retirement age to life expec-
tancy could not be pursued at that stage because that
proposal had been rejected in a referendum two years
prior. Here, Croatian officials consider the sessions with
the Commission as genuine negotiations, where, as in
the Spanish case, the Croatian authorities had to show
which measures they would take to boost the effective
retirement age to compensate for the refusal to link the
statutory pensionable age to longevity. In the plan, Croatia
increases incentives for older workers who remain active
longer and makes it more attractive for business to retain
them, but the outcome is much less ambitious than that
requested by the relevant CSR.

However, even if Commission pressure on Croatia was
experienced as strong, it should be noted that the govern-
ment itself had full intentions to pursue further pension
reforms and the outcome is seen as a reflection of domes-
tic priorities that started taking shape after the referendum
(HR-GOV4, HR-GOV1). The pressure from the Commission
was mostly welcomed: "It's okay to push us in terms of the
adequate level of ambition of certain reforms" (HR-GOV1).
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3.3.2.4 SLOVAKIA

In the Slovak case, negotiations with the Commission
consisted of a short period of around three months of
intense daily calls and exchanges, prior to the official
submission of the plan. The negotiations were mostly
focused on ensuring adequate detail and procedural
requirements in the plan; interviewees do not recall
having much debate on the level of ambition or content
when it comes to linking investments to reforms. Nego-
tiations focused more on getting the costing element of
investments and the drafting of milestones and targets
right and cutting down the number of projects to key pri-
orities than on the substance of reform for which there
was already alignment of views. With Slovakia putting
many of the coalition agreement’s reforms in the RRP,
the Commission was mostly satisfied on this matter
(EUS, EV9).

3.3.2.5 ITALY

In Italy, interactions with the Commission on drafting
were strongly affected by the change of government
from that led by Conte to Draghi in February 2021,
increasing sharply in frequency and intensity under
the latter as the submission deadline for the draft plan
approached. As in other MSs, these interactions dif-
fered significantly between investments and reforms.

Negotiations over investments were conducted mostly
at a technical level, involving both the Italian coordi-
nators and the ministries competent for the specific
projects, which they had been asked by the Conte
government to propose in the autumn of 2021. These
discussions focused largely on compliance with the
RRF regulation criteria, in particular, the green and
digital coefficients, the DNSH principle and, above all,
the setting of the milestones and targets. With respect
to the latter, the Commission was particularly keen
to make sure that the proposed milestones and tar-
gets were clear and ambitious, but realistic, and the
proposed indicators relevant, acceptable and robust.
Similarly, in line with the RRF regulation, the Commis-
sion sought to ensure the credibility and effectiveness
of the overall arrangements proposed for the coordina-
tion and implementation of reforms and investments,
especially given Italy’s longstanding challenges con-
cerning administrative capacity, which have impaired
the absorption of the structural funds and the proper
implementation of reforms.
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With regard to the investment projects themselves, the
discussion focused on milestones, targets and imple-
mentation arrangements, whereas the Commission said
relatively little about their objectives, as long as these
were broadly in line with those of the RRF, and contrib-
uted to addressing Italy’s structural challenges, including
those flagged in the CSRs. While national officials appre-
ciated the Commission’s deference to their investment
choices, the disconnection of the milestone and targets
from the projects’ substantive objectives produced con-
siderable frustration on the part of the administrators
concerned. As one Italian official involved in these dis-
cussions observed: "they only asked for huge Excel files.
But nobody asked you about the content of the project or
an explanation of the budget".®?

In the case of reforms, the discussion with the Commis-
sion was more political, clearly linked to the CSRs, and
was conducted by the president of the Council of Min-
isters and his team. Here, the Commission was rather
critical of the limited connection between investments
and reforms in the original proposals by the Conte gov-
ernment.® In the negotiations, the Commission pushed
the Italian administration not just to present a list of
investments, but also to explain the strategy behind their
investment choices and how they fitted with the plan’s
overarching strategy.®

After the change of government, the number of reforms
in the ltalian plan nearly doubled,®> and the level of detail
included in some of them greatly increased, for example,
in relation to the far-reaching reforms proposed in public
administration and the justice system. In contrast to the
investments, the content of the reforms was the object of
a more substantive bilateral discussion between national
and European authorities. Here too, however, there was no
imposition from the Commission, and the reforms were
largely proposed by the government. In contrast to other
MSs with comparable or lower relative allocation of RRF
funding, such as Croatia, Latvia and Estonia, the Com-
mission did not insist that Italy include reform measures
directed towards the full set of CSRs, despite the fact that
a critical social vulnerability on poverty reduction and the
impact of social transfers flagged in the Social Scoreboard
remained unaddressed.® On the reform of the taxation
system, which was the subject of a CSR, the Commission
accepted the government’s argument that such an impor-
tant measure required a prior political and social debate,
and hence, was included in the narrative of the RRP, but
not associated with milestones or targets.?” To ensure that
the objective of the relevant CSR to strengthen the sustain-
ability of the public finances was pursued appropriately,
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a number of additional fiscal-structural measures were
included in the RRP (in the areas of tax administration,
spending review and fiscal federalism).

As in other MSs, like Portugal, Spain, Croatia and Slova-
kia, the Italian authorities used the RRF as an opportunity
to include a number of long-discussed but never imple-
mented reform measures. In addition to the reforms of the
public administration and justice systems, other examples
include administrative simplification of the rules on public
procurement, and strengthening of competition, improv-
ing sectoral regulation and antitrust enforcement. Here,
both sides report a very positive and collaborative dialogue
between the national government and the Commission in
the drafting of these reforms, as driven by the shared ambi-
tion for a strong post-pandemic recovery.

3.3.2.6 BELGIUM

In the negotiations between the Commission and the fed-
eral government over the drafting of the Belgian RRP, the
central issue was its coherence as a national plan. The
Commission tried to ensure ambition in negotiations at
the federal level, but, as we have seen, the targets and
priorities in the NRRP primarily represent the aggregation
of a bottom-up process. While the Belgian structure has
the advantage of strong regional ownership, the disadvan-
tage is a lack of coherence, for which the country received
a "B" score in the Commission’s assessment, unlike most
MSs. The Commission thus pushed, even if not explicitly,
for Belgium to behave as a unitary actor. As such, this
development went somewhat in the opposite direction
of the increased regionalisation of economic governance
in Belgium, as seen in recent Semester cycles, where
regions presented their own reform plans as annexes to
the national plan.

Negotiations with the Commission focused primarily on
the coherence of the plan and the proposed reforms. The
latter’s role in negotiations was also to streamline the doc-
ument, as initially Belgium had come forward with a long
list of measures, where, according to Belgian officials, the
Commission considered some as "nice to have" and others
as "need to have". Measures related to financial sustaina-
bility, such as spending reviews and pensions, were clearly
indicated by the Commission as "need to have". In the area
of spending reviews, this ensured that all regions would
have to deliver on this point. For pensions, the drafting of
the milestone was simply copied and pasted from the coa-
lition agreement that had been concluded a few months

prior. While writing the coalition agreement, the Belgian
government was already aware of the fact that it would
have to draft an integrated investment and reform plan for
the RRF, so the agreement was written with the CSRs and
their operationalisation in the NRRP in mind.

As we have seen, the Commission remained very critical
of the social ambitions and specification of the Belgian
NRRP noting in particular that some key measures, such
as the pension reform, were described only in very general
terms; others, like promotion of labour market inclusion
of vulnerable groups and strengthening participation in
lifelong learning, were not based on a holistic, integrated
strategy; still others, like educational investments and
reforms, were insufficiently targeted; or were not included
as commitments at all, like proposals to reduce the tax
burden on labour. In these cases, it is striking that the
Commission did not succeed in pushing the Belgian gov-
ernment to address these issues to its satisfaction in the
final approved draft of the plan - perhaps because of
the relatively low relative funding allocation provided by
the RRF, the anchoring of reforms in the recently agreed
coalition agreement and the constitutionally entrenched
competences of the regions.

3.3.2.7 ESTONIA

Compared to the other countries in our sample, with the
exception of Latvia, negotiations between Estonia and the
Commission over the drafting of the RRP were much more
contentious. The key issue in these negotiations was the
national government'’s reluctance to accept the need for
social reforms to address the CSRs. As in the case of
Latvia, the Commission has long been critical of Esto-
nia’s social policies and performance, lamenting in the
2019-2020 CSRs the country’s slow progress in address-
ing social issues such as unemployment, long-term care,
social insurance and the gender pay gap, despite its
exceptional record of fiscal discipline and abundant fiscal
space. Estonia’s original proposals for the RRP focused
almost entirely on major investments, notably a large new
hospital in the capital, while neglecting reforms, includ-
ing in the healthcare sector. The Commission considered
that it was important to accompany major investments
with reforms, and explicitly made it clear that that no plan
would be accepted that did not include labour market and
social services reforms (EU2). Thus, the Commission’s
soft steering of social policy through the regular Semester
procedures changed during the RRP negotiations into a
harder approach of "something must be done" (EE-GOV8).
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Regarding social reforms, the main controversy regarded
measures that went beyond RRF funding, and instead had
to be funded from the national budget. According to an
official at the Ministry of Social Affairs:

The Commission did not say it, and we did not under-
stand initially that we were putting down milestones
and targets that are not funded by the instrument. It
has always been that if we say that we do something,
then the project also gets financed. That was a very
difficult thing to accept. (EE-GOV2)

Due to the ruling coalition’s unwillingness to commit to
additional social spending from the main budget, social
reforms were "the most difficult and controversial part
of the discussions", and according to national officials,
the Commission’s social demands clearly "ignored the
difficulties of democratic decision-making process"
(EE-GOV3, EE-GOV8). Meanwhile, for the Commission,
the exchange between RRF grants for infrastructural
investments and social reforms financed from the regular
national budget was part of the "deal" (EU2).

On the national side, the plan was significantly shaped by
domestic political priorities and "waiting lists" of various
pet projects, most prominently, the Tallinn hospital. The
Commission was not enthusiastic about building such
a massive infrastructure project in the capital, costing
around one third of the plan (though including a signif-
icant self-financing component). After long and tough
discussions, involving top-level officials at the Com-
mission and the government, where each of the parties
"waited each other out", the Estonian government was
able to keep the hospital in the plan, but with less RRF
funding than initially planned. The government argued
that the hospital project was an opportunity to reorgan-
ise the healthcare infrastructure in the north of Estonia,
a long-standing objective since the 2000s, and thus,
address the "health" CSR, regarding improving accessi-
bility to frontline medical services (EE-GOV3).

The approved plan struck a delicate balance between
infrastructural investments preferred by the government
and the social reforms preferred by the Commission. The
national officials involved in the process note that this
compromise reached the limits of what was possible
domestically. As we have seen, the plan included signif-
icant reforms of health, long-term care, unemployment
insurance and policies to reduce the gender pay gap,
financed from the national budget. Estonian officials rec-
ognised the validity of the CSR criticisms of the national
social system and acknowledged the positive effects of
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the Commission'’s social advocacy on both agenda setting
and implementation, while remaining wary of its strategy
of leveraging the RRF to increase long-term commitments
to tax-financed social reform, given the uncertainties of
domestic politics (EE-GOV2, EE-GOV3).

3.3.2.8 LATVIA

Negotiations between the national government and the
Commission over the drafting of the Latvian plan were
even more difficult than in Estonia, for similar reasons.
As in Estonia, the government’s first proposals for the
Latvian RRP consisted of a long wish list of infrastruc-
tural investments, resulting from tough interministerial
bargaining, and national authorities took a long time to
accept that reforms were an essential component of the
RRF. Accustomed to the cost-based approach of the EU
cohesion policy funds, the Latvian authorities also took
along time to understand the RRF’s "performance-based
financing" approach, in which funds are only disbursed
after the achievement of milestones and targets.

Substantively, as in Estonia, the key disputed issues con-
cerned social policy. With some of the worst indicators of
inequality, social exclusion and poverty in the EU, Latvia
has been subject to long-standing criticisms by the Com-
mission, dating back to the 2008 Balance of Payments
programme. While showing extreme prudence in fiscal
policy, often exceeding the Commission’s expectations,
Latvia — more than the other economically liberal Baltics
- has systematically resisted the Commission’s various
socially minded pressures.® The RRF thus provided an
opening for the Commission to enforce upgrading of the
national social welfare system.

The Commission’s stance was mostly informed by the
long-standing "social" CSRs, concerning, most promi-
nently, the social safety net and healthcare. Based on
these CSRs, the Commission drafted a two-page list of
possible reforms. However, after initial discussion with
the government, it soon became clear that there was no
overlap whatsoever between the Commission’s list and
the government’s plans. It was only just before the sub-
mission deadline, when the Commission made clear that
there would be no funds without reforms, that the national
authorities — mostly lower-level officials at the ministries
- came up with reform proposals for discussion (EU5).

These intense debates over social policy were situated
in a broader context of the goal of tackling inequality, to
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which 20% of the plan funds were allocated. The govern-
ment and the Commission held strikingly different views,
not only on whether "inequality” should be interpreted in
individual or regional terms, but also regarding specific
policy measures for either. The government focused
on infrastructural investments in the regions, such as
road repairs and industrial parks, which were supposed
to reduce regional inequalities through job creation,
reflecting the well-established pro-business stance of
the centre-right coalition. In contrast, the Commission
preferred an emphasis on social measures to reduce ine-
quality, where significant investments would be balanced
with ambitious reforms. On the one hand, the Commission
objected that the planned investments did not sufficiently
focus on social objectives (LV-GOV2). On the other hand,
and, even more importantly, they insisted on permanent
improvements in the social situation through reforms.
According to one Commission official, the main problem
was that the plan contained little about reforms. Most of
the agreed reforms came very late in the process, so that
there was a question whether it would be submitted at all.

By leveraging the RRF funds, the Commission was able to
secure in the plan one social and several health reforms,
but with mixed ambition and degree of binding. The only
reform in social policy concerned indexation of the GMI,
addressing the long-standing CSRs on decreasing poverty
and social exclusion. In healthcare, the most impor-
tant reform concerned a possible (but not determined)
increase of health spending from the main budget, in line
with long-standing CSRs. The RRP also included several
health investments. By pushing for these progressive
social and health reforms, the Commission modestly
empowered the previously marginalised Ministries of
Welfare and Health.

As in Estonia, much of the controversy revolved around
the Commission’s insistence that the social reforms
in question could not be financed by the RRF. By far,
the most controversial reform concerned the GMI, a
central point of contestation since Latvia’s Balance
of Payments programme.® The Commission’s core
requirement was that the GMI would no longer be set
through political negotiations between the government
and municipalities, but by applying a systematic calcu-
lation methodology, which would allow for automatic
annual revisions of the threshold set to at least 20%
of the median income. Faced with the Commission’s
threat that the plan would otherwise not be accepted,
the national authorities included milestones and targets
for the GMI reform, which provided that the "plan for
improvement of the minimum income support system

for 2022-2024" must be adopted by parliament before
the end of 2022, and the legislative amendments of the
GMI system must enter into force in 2023.

In a similar vein, the Commission used RRF funding to
try to secure promises to address key vulnerabilities in
the healthcare sector, where the underlying problem was
Latvia's extremely low health spending as percent of GDP
(one of the lowest in the EU). The RRP’s "health" compo-
nent explicitly supported the 2020 CSR to "strengthen the
resilience and accessibility of the health system including
by providing additional human and financial resources"
and the 2019 CSR to "increase the accessibility, quality
and cost-effectiveness of the healthcare system". Accord-
ing to an official at the Ministry of Health, during the RRF
negotiations, the Commission wanted increases in the
health budget to be fixed in various planning documents,
so that the Ministry of Health could subsequently use
them in domestic political discussions. Also, the mile-
stones and targets aimed to "establish a systemic change
mechanism for state-paid services" through developing
and mainstreaming several pilot projects of healthcare
services, which then could be used to request additional
spending from the state budget.

Even more than in Estonia, these modest victories for
the Commission’s efforts to use RRF funding, and the
milestones and targets associated with its perfor-
mance-based financing system, came at the expense
of broad national ownership and support for the plan’s
objectives, while amplifying the leverage of domestic
social policy advocates within and beyond government,
including the trade unions and the Ministries of Health
and Social Welfare.

3.3.2.9 CONTRASTING CASES:
GERMANY AND THE NETHERLANDS

Even for Germany, there is some evidence that interac-
tions with the Commission influenced the content of the
RRP. The German plan includes reforms to reduce barriers
to public investment, especially at the local level, in line
with previous CSRs. Interviewees claim that "We would
not have implemented this reform if there was not a pres-
sure from the RRF".*? In the Netherlands, there were many
rounds of negotiations, involving at least 50 meetings,
despite the fact that all RRF projects in the Dutch plan
replaced previously budgeted expenses, which the Com-
mission could not do anything about because this was
permitted by the RRF regulation. The Commission was
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perceived as "hard but fair" in the negotiations, which cov-
ered thematic requirements of the RRF: reforms; DNSH;
cost justification; and drafting of milestones, on which
the Commission sometimes made useful suggestions.
One Dutch official claimed that every MS got one "joker"
from the Commission, an area of CSR implementation on
which they were allowed to push back - in the Dutch case,
this seems to have been accelerated phasing out of the
mortgage interest tax deduction, for which the Commis-
sion had long advocated (NL-GOV1°").

3.3.2.10 COMPARATIVE CONCLUSIONS

For the most part, the Commission’s role in the drafting
of the NRRPs in the eight MSs covered in our sample
(plus Germany and the Netherlands) seems to have
been closely aligned with the responsibilities assigned
to it in the RRF regulation, especially the criteria for
assessment and approval of the NRRPs. In relation to
the overall design of the NRRPs and the approval of spe-
cific expenditure components, the Commission appears
to have played the role of gatekeeper,*? focused on ensur-
ing respect for the requirements of the RRF regulation:
notably, the overall coherence of the plan, including the
balance and complementarity between investments and
reforms - difficult at least initially in some MSs (Latvia
and Estonia, but also Croatia and Italy); conformity with
green and digital expenditure floors and respect for the
DNSH principle (very difficult and laborious for many
administrations); operationalisation of milestones, tar-
gets, verification indicators and cost justifications; and
the construction of robust administrative arrangements
for coordination, monitoring and reporting on the imple-
mentation of investments and reforms.

i

The Commission went beyond
this gatekeeper role, serving
effectively as a consultant to MSs,
to ensure that their plans would
be effectively implemented.

n
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In many cases, the Commission went beyond this gate-
keeper role, serving effectively as a consultant to MSs,
to ensure that their plans would be effectively imple-
mented, for example, by advising national administrations
to reduce and simplify the numbers of milestones and
targets or to adjust the timetable for project completion
(Portugal, Spain, Croatia and Italy). The more ambitious
the national plans, and the weaker the administrative
capacities of the MS in question, the greater was the
Commission’s consultancy role.

With regard to investments, the Commission seems to
have been prepared to defer to MS preferences in the
name of promoting national ownership, as long as these
conformed to the RRF requirements, even where it was
critical of the specific choices involved (e.g. the Portu-
guese dam project and the Tallinn hospital in Estonia),
pushing, at most, for marginal shifts in the allocation
of funds within and between projects. Other examples
included limited shifts in spending on reducing inequality
in Latvia from roads and industrial parks to improving
social services, and greater attention to vulnerable
regions and groups in Croatian ALMP projects.

Concerning reforms, the Commission’s role in shaping
and steering the drafting of NRRPs was stronger than
in the case of investments, both in pressing for a bal-
ance between reforms and investments where this was
initially missing in some national plans (e.g. Italy, Croa-
tia and Latvia), and in pressing for reform measures to
address key CSRs, especially where major social vulner-
abilities were identified in the EPSR Social Scoreboard.
The most contentious interactions concerned MSs that
combined longstanding resistance to implementing
social CSRs with poor performance on Social Scoreboard
indicators (Estonia and Latvia). There the Commission
insisted on inclusion of reforms addressing these issues
in the NRRPs as a condition of their approval, despite
the fact that the measures in question required ongoing
expenditures from the national budget which could not be
financed from the RRF. In other cases, notably the Span-
ish labour market reform, the Commission intervened in
the domestic political debate to argue that the proposed
reform should be balanced in relation to the objectives of
the CSRs, in this instance, reducing dualism and promot-
ing a transition from temporary to permanent contracts
on one hand, without reducing flexibility and job mobility
on the other. In so doing, the Commission strengthened
the hand of the Socialist Party against its coalition part-
ner Podemos, which was demanding a full abrogation of
the 2012 reforms introduced by the conservative Rajoy
government during the euro crisis.”®
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administrative capacities of the MS
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Commission’s consultancy role.
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In most cases, however, the Commission was prepared
to defer to domestic policy choices and negotiating time-
tables to enhance national ownership of reforms, while
ensuring that the specific measures proposed would not
run contrary to specific recommendations of the CSRs and
that their underlying objective would be addressed by a dif-
ferent route. Thus, the Commission and Spain agreed not
to define the precise content of the proposed labour market
and pension reforms in its RRP milestones, to leave room
for a genuine process of negotiation with social partners.
In relation to pension reforms more generally, the Com-
mission agreed that the Spanish and Croatian RRPs could
deviate from its longstanding recommendation to index the
statutory pensionable age to longevity (addressed repeat-
edly to MSs under the European Semester since 2012),%*
since these MSs committed to introducing active ageing
measures aimed at raising the effective age of retirement
and improving the contributory capacity of the system.
Only in rare cases, notably that of the Latvian GMI, did the
Commission insist on the inclusion of a specific measure
in the NRRPs (aimed here at ensuring, through a regular
revision procedure, that the minimum income threshold
not be allowed to fall below 20% of the median income), as
opposed to leaving it to the MS to propose its own means
of addressing the CSR in question.

The most significant disparities between the role played
by the Commission in shaping and steering the draft-
ing of the NRRPs across MSs concerned the extent
to which it pressed for them to address the full set
of CSRs. To recall, the RRF regulation stipulates that
NRRPs should contribute “to effectively addressing all
or a significant subset of challenges identified in the
CSRs, taking into account the financial allocation pro-
vided to MS, and the scope and scale of country-specific

challenges”. In practice, this has meant that the Com-
mission started negotiations with the ambition to see
all CSRs addressed as far as possible, but for countries
that receive a smaller amount the leverage to achieve
this has been much smaller. And, indeed, as we have
seen, MSs like Germany, the Netherlands, Belgium and,
to some extent Austria, whose RRF grant allocations
ranged between 0.55% and 1.12% of GDP, were permit-
ted by the Commission to leave a substantial subset
of their CSRs, in the social and other policy spheres,
unaddressed. Thus, the German plan leaves a number
of CSRs, such as sustainability of pensions, tax meas-
ures on avoiding disincentives to work, the tax wedge
on labour and reform of regulated professions mostly
unaddressed. But even among countries that did receive
very substantial grant allocations from the RRF, there
were considerable variations in the extent to which the
Commission insisted that they address the full set of
CSR challenges in their NRRP. For a country like Cro-
atia, the Commission expected it to address all CSRs.
Croatian officials also considered it legitimate for the
Commission to push them in terms of the adequate level
of reform (HR-GOV1). In Estonia and Latvia, too, as our
interviewees on both sides observed, Commission offi-
cials likewise insisted that social challenges identified
in the CSRs be addressed in the RRPs as a condition of
their approval, despite their lower relative level of RRF
funding (3.2% for Estonia and 5.6% for Latvia). By con-
trast, in the case of Italy (10.8% of GDP), we did not
find evidence that the Commission tried to push the
government to raise its ambition beyond the minimal
requirement of addressing a significant subset of CSRs,
despite the substantial coverage gaps in the plan docu-
mented in section 3.3.2.5 above.®

While our interviews do not specifically address the ques-
tion of how to explain these disparities in the treatment
of MSs with similar levels of RRF funding and social chal-
lenges identified in the CSRs and Social Scoreboard, it
is difficult to avoid the conclusion that country size and
other political considerations may have played a role.
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MEMBER
STATE

BELGIUM

CROATIA

ESTONIA

ITALY

LATVIA

TABLE 1. Drafting the NRRPs: A Cross-National Comparison

OWNERSHIP

AND AMBITION

- Multiple CSRs unaddressed
- Lack of detail
- Level of ambition low

- Ownership comparatively high

- One of the biggest recipients of

RRF funding in relative terms

- High level of ambition,

covering almost all CSRs

- Ambitious social

investment agenda

- High domestic ownership

- Initial version of the RRP centered

on major investment in a new
hospital in the capital, later
dropped because of cost inflation

- National ownership low because

of limited domestic political
support for social reforms
requested by the Commission

- NRRP is largest in EU in

absolute terms, including
national resources

- Seen as a “now or never”

opportunity to implement blocked
investments and reforms

- Plan includes substantial

social investments, but does
not address all CSRs

- Draghi government doubled the

number of reforms, especially
in public administration,
justice, and competition

- Plan focuses on marginal

improvements in line with
established policy directions

- Low domestic ownership due

to weak support for social
and health reforms requested
by the Commission

INVOLVEMENT OF DOMESTIC
STAKEHOLDERS

- NRRP based on regional plans

- Strong social partnership
arrangements

- Stakeholder involvement high

- Formal stakeholder
consultations, but low
involvement in plan drafting

- Strong criticism by opposition
parties of lack of information
sharing and substantive
parliamentary involvement

- RRP formulated top-down, while
incorporating key elements of the
national development strategy

- Limited consultation
of social partners

- Drafting of plan highly centralized

- Some consultation of
regions, municipalities, social
partners, and civil society,
but substantive involvement
and impact very limited

- Due to low involvement in final
drafting stages, social partners
remain very critical of the plan

- Centred on coherence of

regional plans and ensuring
focus on priorities

- Commission also steered

plan’s substantive direction,
e.g. childcare in Wallonia

- Substantial Commission influence

on plan ambition and coherence

- Croatia maintained certain red

lines, rejecting an increase in
the statutory pension age, but
had to show how it would boost
the effective retirement age

- Commission accepted the

government’s determination
to build the Tallinn hospital

- Commission pushed for

significant social reforms to
be financed from the national
budget, principally long-term
care and social insurance

- Commission pressed the

administration to enhance
strategic coherence, justify
investment choices, and increase
number and detail of reforms

- Did not insist that Italy address

the full set of CSRs, e.g. on
taxation and social safety net

- Commission was able

to secure one social and
several health reforms as a
condition of plan approval

- By pushing for these measures,

the Commision has modestly
empowered the relevant ministries
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PORTUGAL

SLOVAKIA

SPAIN
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OWNERSHIP

AND AMBITION

- A particularly ambitious plan,

with almost half of expenditure
devoted to social commitments

- Plan ownership is very high,

due to an inclusive drafting
process and focus on reversing
social damages of austerity
and public underinvestment

- New government sought to

make maximum use of the
RRP by including a wide array
of investments and reforms

- Plan is seen as contributing

significantly to economic
growth, employment creation,
and CSR implementation

- Very high level of ownership

and ambition

- Plan seen as a historic

opportunity to compensate for
social damages of austerity
and public underinvestment

- Plan addresses all social CSRs,

and includes major labour
market and pension reforms

INVOLVEMENT OF DOMESTIC
STAKEHOLDERS

- Based on an earlier national plan,

the RRP was formulated with
relatively high involvement of
social actors, who were repeatedly
consulted on draft measures

- Slovakia organized an

online consultation and
roundtables on the plan

- But social partners mostly

disappointed with the quality
of their involvement

- Little substantive debate on

plan priorities in Parliament

- Plan design was a “choral

exercise” within the government

- Regions and social partners were

consulted, though some regions
did not feel sufficiently involved
on issues such as childcare

- Negotiations were rather

smooth, due to overlapping
priorities between the Socialist
government and the Commission

+ The main conflict regarded

the investment in constructing
the Pisdo Dam, opposed

by the Commission and
environmental NGOs

- Given the plan’s high level

of ambition, Commission
focused primarily on ensuring
adequate detail of proposals
and focus on priorities

- Commission allowed Spain

to leave open provisions
of key reforms to facilitate
social dialogue

- Commission pressed Spain to

adopt a balanced labour market
reform, as requested by the CSR,
rather than completely abrogating
the previous Conservative
government'’s reform

- Commission accepted indexation

of pension benefits to prices and
decoupling of their initial level
from life expectancy, alongside
a package of active ageing
measures aimed at increasing
employment of older workers

- Commission encouraged the

Spanish authorities to reduce the
number of milestones and targets
to enhance plan implementability.




4. IMPLEMENTATION AND
MONITORING OF THE NRRPS

4.1 CENTRALISATION OF
AUTHORITY AND DECISION

The most visible and widespread effect of the NRRPs,
common across all MSs covered in our study, was to rein-
force the centralisation of authority and decision-making
within national governments. Such centralisation is a
natural consequence of the RRF’s requirements for
MSs to establish effective domestic arrangements
for implementing and monitoring NRRP commitments
(reforms, investments, milestones, targets, timetables),
and to maintain a single national point of contact for
verifying the fulfilment of the relevant milestones and
targets in support of scheduled payment requests. Their
effectiveness formed a crucial criterion for the Com-
mission’s assessment of the NRRPs, which were further
elaborated and given binding effect in the CIDs and the
bilateral operational arrangement agreements between
the Commission and MSs.%®

While the countries covered in our study varied in the
extent to which they created new bodies to perform the
coordination, monitoring, reporting and auditing func-
tions required for NRRP implementation or assigned
them to existing administrative units, in all cases, the
result of these arrangements has been to concentrate
authority in the hands of PM’s offices and Ministries
of Finance and reinforce the centralisation of deci-
sion-making at the national level.

The only partial exceptions to this broad centralising
trend associated with the NRRPs, as one would expect
from our account of their drafting in the previous section,
are Spain, Portugal and Belgium. In Spain, involvement of
the autonomous regional communities through sectoral
conferences in the implementation of the RRP has been
more intense than in the preceding drafting phase, with
numerous regular meetings of the sectoral conferences
and their working groups. In Portugal, representatives
of the social partners and key civil society figures sit on
a national commission to monitor the plan, although, as
in Italy, the involvement of municipalities in the imple-
mentation process is focused primarily on contracting
with central authorities to serve as "intermediary" or
“final beneficiaries” in carrying out specific investment
projects. It remains unclear what practical role this
national commission plays in the implementation of
the RRP. In Belgium, where the RRF did not allow for
separate regional plans, the domestic arrangements for
implementation and monitoring have been designed to
minimise interdependence between the regions in the ful-
filment of targets and submission of payment requests.

42

Every target has a specific entity in control, and all the
subtargets align with regional competences. In terms of
monitoring, the federal government communicates with
the Commission on aggregate national targets, while
an internal structure monitors regional targets. This
arrangement has been established to try to prevent a sit-
uation where some regions might suffer delay or denial
of payment because another region is not delivering on
its commitments. Meanwhile, the Commission, also for
reasons of time pressure and efficiency, works with a
single point of contact in negotiations and monitoring,
which is the cabinet of the federal state secretary. As
noted in the previous section, this pushes Belgium to
behave more as a unitary actor than the regional gov-
ernments would like.

{l

The most visible and widespread
effect of the NRRPs, common
across all MSs covered in our study,
was to reinforce the centralisation
of authority and decision-making
within national governments.
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4.2 LEVERAGING MILESTONES
AND TARGETS

As anticipated in the previous section, a major attrac-
tion of the RRF's performance-based financing model
for national governments is the enhanced leverage
for overcoming domestic opposition to controversial
reforms and streamlining the delivery of investments
created by the tight linkage between the fulfilment of
milestones and targets, on one hand, and the approval
of payment requests on the other. In a number of cases,
as we have seen, national governments included key
elements of their political programmes in the NRRPs in
an explicit strategy of "hand tying" or "vincolo esterno"
aimed at using the external constraint of commitment
to the EU as a critical resource in pushing them through
the policy process.”’

i

A major attraction of the RRF's
performance-based financing
model for national governments
is the enhanced leverage
for overcoming domestic
opposition to controversial
reforms and streamlining the
delivery of investments.
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Perhaps the most striking example of this strategy was
the liberalisation of closed professions in Portugal, where
the socialist government, encouraged by the Commis-
sion, used the designation of this measure as a milestone
in the RRP as a lever to push through this measure in
the face of ferocious opposition from the professional
"orders", which had defeated previous reform measures.
EU officials observed that the government used the RRP
to carry through reforms which might have been difficult
for them otherwise by telling opponents of their imple-
mentation that if the country doesn't keep its promises
to the Commission, it won't get the RRF money (EU6).

In Croatia, the government likewise used its RRP com-
mitments as a deliberate strategy to push through
reform measures and accelerate the delivery of policy
outcomes, both within and beyond government. The
Commission and the PM’s office coordinated closely to
leverage the instrument by making sure that each part
of the administration would deliver on the RRP commit-
ments and using them to put extra pressure on actors
who may not otherwise have seen the big picture.”® As
one domestic official confirmed,

When you have that kind of pressure, nobody wants
to be the last one, because if you're not fulfilling your
indicator, we cannot request the payment [...] Then
the other ministries will say, ‘look, I'm implementing
my reforms and you are not. I'm going to be punished
because you are slow’. (HR-GOV1)

Croatian interviewees, moreover, often refer to the
transparency of commitments created by the RRF's
performance-based management system not only as
a source of political leverage for the government but
also as an accountability mechanism. The fact that what
will have to be delivered according to which timetable
is transparent for all involved creates not only internal
pressure but also pressure from the public and parlia-
ment (HR-GOV4).

In Slovakia, similarly, national authorities see the RRP as
a crucial power resource for pushing through promised
reforms. According to one central government official,

If it weren't for the RRF, many things wouldn’t happen
in Slovakia [...] The clarity of the milestones and tar-
gets, the pressure, the constant communication with
the Commission, we are using that, we are putting
pressure on the politicians, and it is helping. We are
leveraging this instrument. (SK-GOV1)

A key case in point is pension reform, which was passed
by parliament at the end of 2022 under serious pres-
sure from the RRF. According to interviewees, politicians,
economists and technocratic institutions all referred
to the RRF and the need to fulfil the milestone during
the legislative process. As one interviewee observed:
"without having this strong tool, this RRF, based on my
experience in this area, we would have never passed this
law in parliament" (SK-GOV2). Interviewees confirmed
that the pressure from the RRF created potential repu-
tational damage to anyone who would oppose it. The
reform was approved two days before the first official
payment request was submitted to the Commission.

GOVERNING THE RRF
DRAFTING, IMPLEMENTING, AND MONITORING NATIONAL RECOVERY AND RESILIENCE PLANS

43




4. IMPLEMENTATION AND
MONITORING OF THE NRRPS

As in Croatia, some Slovak interviewees consider
the performance-based management system of the
RRF not merely as a source of leverage but also as
an accountability mechanism for ensuring that polit-
ical commitments are made concrete and visible to
the public and media with clear deadlines to deliver:
"“The RRP is completely different, promises are now
being strictly followed and closely watched, this is the
biggest advantage. Perhaps for other countries it is
negative that they have this external pressure, but for
us it is very useful" (SK-GOV3).

In Italy, too, central government officials consciously
use RRP commitments to push forward implementa-
tion of investment projects through the bureaucracy:
"we are able to tell them to realise the selected project
because we are committed to it. This performance-based
approach is something that is helping us to overcome
resistance".®® More generally, a top official observed that

milestones and targets are a novel tool but they can
be useful in the management of of other national
investment policies as welll..] They are a big oppor-
tunity for modernisation of public administration in
general..With RRF asking for deadlines to be met
in order to make the disbursements, we have a rel-
evant lever to make sure all actors get there, even
when it comes to other levels of government. Mile-
stones and targets require more ex-ante control,
which is what our public administration needs to
work better.

At the same time, however, this interviewee emphasised
that no less important than effective monitoring of mile-
stones and targets is to ensure that local units have the
capacity to implement agreed commitments:

In a country like ours, which is unequal in terms
of administrative capacity, one issue is how to
make sure all local authorities have the legs to
get things done in time. This opens up other con-
siderations, for example, whether the plan should
also have allowed for expenditure for technical
assistance. (IT-GOV1)

While top government officials in Spain support the
performance-based financing system of the RRF as
a commitment device, they place less emphasis on
the leverage provided by such external constraints
than on the national ownership created by the RRP
process itself in supplying traction for the passage
of ambitious reforms.

YA

This new approach of national ownership has implied
that we are finding in a country with a politically
[...] fragmented government, we have managed to
approve and pass many reforms [...] that otherwise
could have been a bit more difficult. Strong empha-
sis has been put on social dialogue and consensus
with social partners. But it has been a challenge too.
Having the deadline for approving the reforms set in
stone in the CID doesn’t cope well with the dynamics
of social dialogue. (ES-GOV1)

Conversely, where national ownership of plan com-
mitments is absent, the pressure on public officials to
deliver on milestones and targets is correspondingly
weaker. Thus, for example, in Germany,

The main problem of the implementation system is
that there no sanctioning system if the other min-
istries don’t implement the measures they promise
to implement. They know we have the financial
resources to cover the costs. The problem in this
case is for the Ministry of Finance that will have to
report the unmet milestones and targets.’®

While the external constraints resulting from tying the
timely fulfilment of milestones and targets to approval
of RRF payments have undoubtedly provided national
governments with added leverage to push controver-
sial reforms through the political process, overcoming
resistance from domestic veto players, as argued by
the political economy literature discussed in Section
2, as well as to put pressure on administrative actors
at both national and local levels to deliver on agreed
commitments, such leverage can also be seen as a dou-
ble-edged sword.

The dependency of RRF payment requests on the timely
completion of specific milestones and targets can also
create opportunities for holdup and side-payment
demands by domestic veto players with lower com-
mitment to the plan’s objectives. Thus, for example, in
Slovakia, the high value that the government attaches to
the implementation of plan commitments on schedule
also gives leverage to its opponents. Precisely because
politicians are aware that issues linked to milestones
need to be passed on time to obtain the next tranche
of funding, this allows them to demand deals on unre-
lated issues in exchange for political support, as was
the case in justice reforms. According to interviewees,
this reform took longer than initially foreseen, precisely
because it was linked to the RRF, and therefore, suscepti-
ble to political holdup (SK-GOV3). Since December 2022,
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when the governing coalition in Slovakia lost its majority,
several large reforms have been delayed or blocked by
parliament, whereas their timely implementation is a
requirement to obtain the next tranche of funding, thus
increasing political tension.

In other cases, governments may overestimate the fea-
sibility of getting promised reforms through the political
process, resulting in unanticipated reversals of commit-
ments that can threaten the approval of RRF payment
requests. Thus, for example, in Lithuania, a MS not cov-
ered in our study, the Commission recently proposed
to reduce the amount of support to be paid out to the
MS under the latest payment request, because of the
country’s failure to fulfil two milestones concerning the
adoption of a wide-ranging tax reform, which the govern-
ment no longer feels able to push through parliament.
According to the partial payment provisions of the RRF
regulation (article 24.6), under which the Commission’s
actions were taken, Lithuania now has six months to
complete the outstanding milestones before losing the
associated funds altogether.™"

Similarly, in the Netherlands, where parliamentarians are
largely unaware that half of the plans in the coalition
agreement have been included as RRF milestones, the
results of recent provincial elections reduce the coali-
tion parties’ seats in the senate, where the government
already lacked a majority, thereby threatening the enact-
ment of a major pension reform promised in the RRP, the
passage of which was already overdue.™?

Fearing precisely such political contingencies and
reverse leverage, governments in some countries
resisted including certain reform commitments as mile-
stones in their NRRPs. In Estonia, for example, as one
official from the Ministry of Social Affairs argued:

The Commission would say: this is how democracy
works, other countries are doing the same thing, taking
commitments in the RRF that are part of the CSRs and
benefit the society as a whole, yes, you are good to
sign up on those. But our government would say: yes,
but there are specific details that we haven't agreed on,
even within this government. We cannot take commit-
ments for the next generations to come. How can you
promise anything, if you don’t know whether it will be
approved by the parliament? (EE-GOV2)

In the longer term, there is a serious risk that, as govern-
ments change and national ownership of plan objectives
declines, the vincolo esterno strategy of tying reform

commitments to external constraints will start to yield
diminishing or even negative returns, as occurred in the
past in Italy, where the strategy originated during prepa-
rations for euro membership during the 1990s.% As one
top Italian official told us:

Over time, it is illusory to think [..] that we will be
able to use the performance plan to overcome the
drawbacks of the European Semester, in particu-
lar as concerns the adoption of structural reforms.
As governments change over time and during the
implementation of the plan, it could be difficult to
“force" reforms. This time there was a great level of
ambition in Italy and there was a national will. There
was a commonality of purpose, but how sustain-
able is it when it comes to enforcing CSRs which
might not be acknowledged by a member state? The
approach must be balanced way or it will sooner or
later be a breaking element instead of a cohesive
element between countries. (IT-GOV1)

{l

In the longer term, there is a
serious risk that, as governments
change and national ownership
of plan objectives declines,
the vincolo esterno strategy
of tying reform commitments
to external constraints will
start to yield diminishing or
even negative returns.

n

GOVERNING THE RRF
DRAFTING, IMPLEMENTING, AND MONITORING NATIONAL RECOVERY AND RESILIENCE PLANS




4. IMPLEMENTATION AND
MONITORING OF THE NRRPS

4.3 STAKEHOLDER EXCLUSION
AS A SOURCE OF
IMPLEMENTATION PROBLEMS

In most MSs, as we saw in the previous section, involve-
ment of domestic stakeholders, such as social partners
and local and regional authorities, in the drafting of
NRRP objectives, milestones and targets was extremely
limited. A recent Eurofound study has found no signif-
icant improvement in the involvement of the social
partners in the implementation process.’ To what
extent has such limited stakeholder involvement in the
upstream drafting of the plans proved to be a source of
practical difficulties in the downstream implementation
of reforms and investments?

i

In most MSs, involvement of
domestic stakeholders, such as
social partners and local and
regional authorities, in the drafting
of NRRP objectives, milestones and
targets was extremely limited.

n

In some cases, key stakeholders, such as trade unions,
have been prepared to go along with the implementation
of major reforms on whose initial design they had not
been properly consulted, provided that they support the
underlying objectives involved. Thus, for example, in Cro-
atia social partners were included only in the final stages
of drafting a far-reaching package of labour reforms for
reasons of time pressure. Ministerial officials reasoned
that the plans were based on strategic documents on
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which the social partners had already been consulted, but
the latter were surprised about some elements of the pro-
posed measures, which they had not anticipated. In the
implementation phase, social partners were fully engaged
in an intense set of negotiations involving some 60 meet-
ings over 18 months, pushed forward by an impending
milestone which imposed further intense time pressure
on the process. Here, as on other major reforms, the gov-
ernment used the RRF’s performance-based financing
system to ensure a result, arguing that "if we don’t do this
reform, nobody will give us the money, all the milestones
need to be achieved for this" (HR-GOV3). Such pressure in
this case, as one representative explained, was welcomed
by the unions for strategic reasons:

In general, requiring the government to have a dead-
line is a bad thing [..] But in this process, we did
not have a negative experience, because it has been
going on for a long time. We all wanted to finish
quickly and have a decision; all of our positions were
known. (HR-GOV4)

Employers’ organisations too were mostly satisfied with
the reform, although they would have liked to see greater
attention to support for private investment in the RRP
more generally (HR-SOCPART2).1%

In other cases, however, failure to ensure advance political
buy-in from domestic stakeholders has created more seri-
ous problems in the implementation of promised reforms.
Here again Croatia offers a striking example. The country
has 200 local water services, mostly controlled by munic-
ipalities, which the government considers inefficient, as
local authorities have a lot of discretion over finances and
hiring policies. Previous reform efforts failed in the face
of opposition from local authorities. To overcome such
opposition, the government included a major reformin the
RRP, setting a specific target for reducing the number of
service providers to 40. This arbitrary target means that
small islands with a self-sufficient water supply are now
obliged to merge with bigger islands. Regional authorities
were included in official consultations, leading to over 200
comments on the reform, but the law was adopted by the
government before responding to any of the comments,
so that it is unclear what became of their input. Local
actors felt there was no discussion possible about the
target and who should merge with whom as a result, as it
was already fixed in the RRP, and thus, binding. "They told
the municipalities we have to do this fast because of the
RRF, so you cannot question this" (HR-EXP1). Research
into the case finds that, while many municipalities support
the goal of the reform, they disagreed with the process,
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where the RRF performance-based management system
was used as a straitjacket.’% Regional authorities went to
the Constitutional Court in response, an unusual step in
Croatia. In early February 2023, the Constitutional Court
ruled in favour of the municipalities, arguing that the pro-
cess of consultation and access to information had been
inadequate and that the adoption process of the law must
be redone all over again.071%8

In the case of investments, unlike that of reforms, the
central problem created by inadequate involvement of
domestic stakeholders in the drafting process is less that
of opposition from dissatisfied parties than of reduced
implementability of the projects themselves. In Italy, for
example, local authorities, as we have seen, were not
involved in the design of plans to expand the infrastruc-
ture for the provision of early child education and care
(ECEC) services, one of the major social investments
included in the RRP. The tight deadline to complete these
investments by the end of 2026, coupled with the strict
rules governing the allocation of RRF funding, pushed the
Italian authorities to rely heavily on open public tenders,
which, especially in the case of social service invest-
ments, is a complex and competitive allocation approach
that impedes territorial units with lower administrative
capacity from presenting fundable projects. In the case
of ECEC services, even though the tender process was
reopened three times in 2022 to allow more local author-
ities to participate, especially from the south, the ranking
of approved projects starkly shows that a large number of
municipalities with little or no existing supply of childcare
places chose not to participate, or preferred to concen-
trate — especially in the south — on kindergartens rather
than nurseries, contrary to the purpose of the initiative,
which is aimed at boosting women'’s labour force partici-
pation, as well as improving the cognitive and educational
development of children themselves. An additional rea-
son for municipalities not submitting projects is linked to
the difficulties they foresee in coping with infrastructure
maintenance and recurrent costs for personnel, which
cannot be covered by RRF funds. This combination of
public procurement delays, difficulties of financing recur-
rent costs and the lack of valid projects submitted by local
authorities, especially in southern regions, risks under-
mining the objectives of the measure. In the meantime,
the national government decided to allow derogations
from the initial regional cap on the number of places and
to allow municipalities to use resources to create new
preschool places, thus undermining two of the invest-
ment’s key objectives, to ensure a balanced distribution
of projects across regions and to focus resources on care
services for the youngest children.®

In Spain, too, despite the system of sectoral conferences
with the autonomous regional communities, the latter
were not deeply involved in the design some of the key
investment projects for whose implementation they are
mainly responsible. In childcare services, for example,
whereas in Italy the RRP envisages the creation of a large
number of new places, some regions have complained
about the distribution criteria of the funds that do not
account for the actual balance of public and private
providers, with the risk of leaving some money unspent
due to the incapacity to "reinvent", in a very short period
of time, a publicly provided service in areas where it is
currently provided by the private sector. While, unlike in
Italy, the RRF envelope for childcare services in Spain
does cover current expenditure on a temporary transi-
tional basis for two thirds of the envisaged places, there
is nonetheless a similar risk that some municipalities will
renounce the creation of these places in the coming years
due to a lack of funds for future maintenance costs.’°

4.4 MONITORING MILESTONES
AND TARGETS: BETWEEN
PRECISION AND PURPOSE

4.4.1 THE COMMISSION AS ASSESSOR
AND ADVISOR

The Commission’s role in the monitoring and assess-
ment of the fulfilment of milestones and targets is, if
anything, greater than in the drafting and approval of the
NRRPs themselves. For every payment request submit-
ted by MSs, the Commission must verify the fulfilment of
the relevant milestones and targets included in the CID,
based on detailed indicators and documentation spec-
ified in the bilateral operational arrangements agreed
with national governments. Much of the work of prepar-
ing for the assessment of national payment requests,
therefore, took place upfront, during the drafting of
the NRRPs and operational arrangements themselves,
where MSs were required to commit not only to mile-
stones and targets for each investment and reform, but
also to the provision of specific documentary evidence
for the verification of their fulfilment. These were the
"huge Excel tables" to which the Italian official quoted
in the previous section referred.
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At the same time, however, as our interviewees on both
sides emphasised, the Commission is not the final deci-
sionmaker for the approval of NRRP payment requests.
As laid down in the RRF regulation, the Commission’s
preliminary assessment of the satisfactory fulfilment
of the milestones and targets underlying these payment
requests is subject to review by the Economic and Finan-
cial Committee (EFC), an advisory body to the Council
composed of high-level officials from national finance
and economics ministries. The Commission must take
account of the EFC’s opinion in its final implementing
decision on each payment request, which must, in turn, be
approved by a comitology committee of MS representa-
tives. If one or more MSs disagree with a positive opinion
by the EFC, considering that "there are serious deviations
from the satisfactory fulfilment of the relevant milestones
and targets”, they may escalate the issue to the European
Council for further discussion, until which time (normally
a maximum of three months), the decision is suspended.
This is the so-called "emergency brake", which has so far
never been activated, inserted in the RRF arrangements
at the insistence of the Netherlands during negotiations
in the European Council over the NextGenEU package.™"

In addition, the European Court of Auditors (ECA) has
tasked itself with reviewing the Commission’s control sys-
tem for managing the implementation of the RRF, auditing
its handling of specific payment requests, and making a
series of detailed recommendations for tightening up and
formalising the procedures for verifying the satisfactory
fulfilment of milestones and targets.""?

Given the multistage structure of the payment approval
process, the Commission thus plays a dual role in the
monitoring and review of milestones and targets, advis-
ing MSs on what they need to deliver, both substantively
and in terms of documentation, to get their disbursement
requests through the EFC and the Council, while, at the
same time, serving as the primary assessor of satisfac-
tory fulfilment of these commitments itself.’®

In all the MSs covered in our study, national officials
responsible for coordinating the RRP meet both formally
and informally on an extremely frequent basis — in some
cases, once per week — with Commission representatives
at different levels to review the implementation status of
milestones and targets. In these informal discussions, as
one Portuguese official explained,

we address — what seems to be the most important
concern of the Commission — that the evidence we
present for the completion of milestones and targets
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[is adequate]. It allows us to anticipate issues with imple-
menting reforms and investments, in understanding any
possible differences in interpretation. (PT-GOV3)

In some countries, such as Italy and Croatia, the Com-
mission has even been given an opportunity to review
and comment on draft legislation before it has been sub-
mitted to the parliament; in others, such as Spain (and
Croatia), the Commission could give its input once draft
legislation entered the public consultation process.”*

4.4.2 INFORMATION ASYMMETRY AND
INTERPRETIVE INFLEXIBILITY

A key challenge in monitoring and evaluating the fulfilment
of milestones and targets is the structural asymmetry of
information between the Commission and the MSs. The
Commission has reinforced its capacity for monitoring
the implementation process by expanding the country
teams led by SG RECOVER and DG ECFIN, drawing on
expertise from the European Semester officers and the
other sectoral DGs. But as its officials freely acknowledge,
even if their numbers have increased to cope with the new
tasks of RRF implementation monitoring, the Commission
will always be more limited in terms of staff and analytical
capacity compared to MSs themselves (EU7).

{l

A key challenge in monitoring
and evaluating the fulfilment
of milestones and targets is
the structural asymmetry
of information between the
Commission and the MSs.
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In some cases, the gaming behaviour enabled by this infor-
mational asymmetry manifested already itself in the NRRP
drafting phase, as national administrations, anticipating
that they would be held financially accountable for the fulfil-
ment of reform and investment commitments, deliberately
set ambiguous or unambitious milestones and targets
that they felt certain of being able to meet — sometimes
because they had already done so before the plan was
submitted. Croatia, for example, consciously set a target of
reducing the share of temporary contracts to 17%, simply
based on a national pre-existing target of reducing such
contracts from 18% in 2019 to 15% by 2030 and without
negotiating it with social partners. Improved labour market
conditions had meanwhile pushed down the share of tem-
porary contracts to 15.2% in 2020 and 13.5% in 2021 when
the plan was approved, making the target irrelevant.’® In
the Netherlands, similarly, the targets for the number of pig
farmers to be bought out to reduce ammonia emissions,
odour nuisance and nitrogen deposits on Natura 2000
sites were set just below those achieved at the time the
RRP was submitted; had the original national targets for
this investment programme been included in the plan, they
would have been missed by more than one third."® In Lat-
via, the Ministry of Health, building on its long experience
in managing EU cohesion policy funds, deliberately set its
RRP targets in an open way that allowed accommodation
of unanticipated developments, such as price increases.
As one senior official explained, "we said that we would
support ten institutions to improve the epidemiological sit-
uation [...] but we did not specify the scope. | can do half of
the hospital or one fourth" (LV-GOVS5).

In other cases, conversely, the limited monitoring capac-
ities of the Commission and division of labour laid down
in the RRF regulation inhibited MSs from setting more
granular targets, even where they might have been will-
ing to do so. Thus, for example, both Italy and Spain
set aggregate national targets for investments in ALMP
and childcare services, which do not take account low
uptake by local authorities in disadvantaged regions in
monitoring and assessing their fulfilment. While national
governments are solely responsible for plan implemen-
tation and monitoring, according to the RRF regulation,
this failure to specify regionally disaggregated targets
for key social investments is also linked to the Commis-
sion’s limited capacity to review national measures at
lower administrative levels, due to its lack of detailed
local knowledge and insufficient personnel.’”

Another striking example of the role of information asym-
metry in the assessment of national milestones and
targets concerns the Pisdo Dam, the most controversial

project in the Portuguese RRP. Here, the Commission’s
lack of detailed local knowledge and technical expertise
left it dependent on an independent environmental impact
assessment, the findings of which have been harshly crit-
icised by domestic NGOs (EU7).

In some MSs, a high level of information sharing between
national administrations and the Commission on progress
in implementing agreed commitments has made the lat-
ter more willing to accept deviations from milestones and
targets inscribed in the NRRPs. In Croatia, for example,
the government had committed to its milestone for the
reform of the minimum wage to set mandatory levels for
overtime, nightwork, Sundays and public holidays. In the
negotiations with social partners, the trade unions pushed
back on this issue, demanding more space for collective
bargaining. Croatia thus deviated from its promised mile-
stone, but still delivered on the underlying goal to ensure
increases in pay for overtime, while leaving the precise
amount negotiable. Since the law recognises the right
for extra pay, the Commission considers the milestone
satisfactorily fulfilled and sees leaving the quantification
of the amount open to bargaining as a good solution.’®
This flexibility is seen as an important condition for effec-
tive RRF governance (HR-GOV3). But Croatia did have to
send proof of 58 collective agreements to show that
they contained provisions quantifying minimum wage
increases for non-standard working time. Also, the gov-
ernment agreed to a safety trigger: if in two years no real
improvement is achieved, the law will be reopened.

In other MSs, such as Estonia and Latvia, where the draft-
ing of the RRPs was more contentious and adversarial,
modification of milestones and targets — by slightly
changing the content or the timetable of a promised
reform to accommodate unforeseen political devel-
opments — are difficult and sometimes impossible to
achieve (EE-GOV6, EE-GOV?7). In Latvia, according to a
senior official at the Ministry of Finance: "Out of nine ini-
tial milestones, at least two [...] led to intense and heated
discussions with the Commission, to prove that a small
deviation from the initially set milestone, does not essen-
tially change its scope, goal and added value" (LV-GOV1).
One case concerned the public procurement law, whose
scope was wider and deeper than initially approved, while
the measure was not set to become immediately effective
after approval as agreed. The other concerned the reform
of remote teaching at schools, where the implementation
date was changed after consultations with municipali-
ties and unions, which had not been properly consulted
previously. In the end, after intense negotiations, a mutu-
ally acceptable agreement was reached, because as our
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interviewee put it, "the Commission officials, at the oper-
ational level, are very interested to solve such situations,
they understand that otherwise the instrument would
not work" (LV-GOV1).

Part of the problem here is the Commission’s need to be able
to respond convincingly to concerns raised by suspicious
MSs in the EFC. As the same Latvian official explained:

We were present when the Commission had to
present at the ECOFIN (sic) and defend their assess-
ment of our first payment request (regarding the
nine milestones), and the approach by some of the
frugal member states — such as the Netherlands,
Germany, Sweden, etc. - they really put effort there,
they really read, check and scrutinise each milestone,
ask questions to the Commission, as to why it has
assessed positively Latvia’s or other member states’
payment requests [...] So we understand the Commis-
sion, it is not their whim to scrutinise everything in
that detailed fashion and so literally. Every payment
request has to be approved not only by the Commis-
sion, but also by the [...] auditors, and also all member
states. (LV-GOV1)

By common agreement among our interviewees, this
problem of interpretive inflexibility in assessing minor
deviations from the literal text of the milestones and tar-
gets has become much worse due to the interventions of
the ECA. In its 2021 Annual Report, the ECA criticised the
Commission’s approval of the first Spanish payment (the
only one that had been submitted at that time). The ECA
objected that neither the documentation provided by the
Spanish authorities nor the Commission’s assessment had
addressed whether the medium-term objective of one of
the milestones, namely, to ensure a minimum 15% corpo-
rate tax rate, had actually been achieved by the time of the
payment request, although the regulatory modifications
specified in the milestone had, in fact, entered into force by
the promised date.’ The Commission argued in its reply to
the ECA that the descriptions of the reform measures to be
undertaken represent a separate part of the CID, which are
not "always relevant to the assessment of the satisfactory
fulfilment of the milestones and targets."'?

The Commission disagrees fundamentally with the ECA’'s
assessment of this milestone.’? But in response to the
ECA's public criticism, the Commission itself appears to
have adopted an increasingly literal-minded and inflexible
approach to the assessment of milestones and targets.
In Spain, for example, a top official observed that
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what we are finding is that the Commission is
increasingly being more stringent and more rigid
in their assessment and asking and requiring more
evidence that goes far beyond what was signed in
the operational arrangement verification mechanism
document and the reason for this, as the Commis-
sion puts it is that the European Court of Auditors is
in their neck [...] This is imposing rigidity that goes
against the true spirit of the RRF, which was to have
a real impact on the economy by transforming it in
an expeditious manner (ES-GOV1)

In Portugal, a leading official involved in the RRP coordi-
nation process likewise remarked that

there is an increased focus of the Commission,
based also on the ECA opinion [...] on the very legal
side of evaluating the deployment of investments and
reforms [..] | think we are going further away from
substance and are more concerned with how the legal
team looks at every line of the Council Implementing
Decision, whether or not it is entirely justified, line by
line. (PT-GOV3)

In Belgium, similarly, both federal and regional offi-
cials complain that the Commission takes a very literal
approach to both the drafting of the milestones and their
description, resulting in "unbelievable Kafkaesque discus-
sions, where it really does not make sense". Here, the
Commission refers consistently to the role of the ECA
and their legalistic interpretation of the RRP.

You can never ahead of time plan everything and
every word. You just have to at some point let pro-
fessional people say what is reasonable and what
is fine. If you play this legalistic game and impose
yourself as the Court of Auditors, we might all get
in trouble. What we hear is that member states are
getting into trouble. (BE-GOV1)

Or as another official puts it: "Every word and every let-
ter is being interpreted as legal decree [..] they look at
this in a very rigid way, which in my view goes against
effectiveness and crushes the necessary dynamism in
the process" (BE-GOV3).

In Slovakia, too, national officials consider the Com-
mission’s monitoring of the RRP "brutal [...] not allowing
for any mistakes or any deviation" (SK-GOV3). As in
other MSs, this monitoring approach risks leading to
a loss of ownership throughout government, as the
shared commitment created in drafting the RRP has
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now turned into sour discussions about providing more
and more evidence to support the payment requests.
As one official warned,

This performance orientation of the RRF really led
to an attitude of ‘let’s do this, let’s get these reforms
done’, so it was very positive. But now, in the imple-
mentation phase, we're constantly asking everyone
for more numbers, more evidence, more informa-
tion. Once you lose the support of these lower levels
within the ministries, the people that work on the
day-to-day administration, you lose the drift, you lose
momentum. (SK-GOV2)

From the side of the Commission, it is acknowledged that,
with hindsight, the milestones and targets could have
been formulated differently. When they drafted the CID,
they weren't aware that every word would count, nor that
the ECA would check each word in the measures literally,
creating painstaking work not only for the MSs but also
for the Commission itself (EU6).

Sadly, the MSs that appeared to be suffering most from
the Commission’s rigid and literal-minded interpretation
of milestones and targets were among those who had
set the most ambitious goals in their NRRPs in the first
place. In Portugal, for example, according to a senior
official involved in both the drafting and implementation
of the RRP,

Now we see that at the time [of writing] we did not
have an idea of all the consequences [of agreeing on
such specific milestones and targets]. At the time, our
colleagues [who negotiated them] did not have an idea
of the importance of this. (PT-GOV2).

In Croatia, one official observes that, had they known that
the monitoring would be so detail-focused they would
have opted for more open draftings of the milestones
and targets, something the Commission mostly argued
against. As they explained: "You have to be careful what
you write, because indeed they came in and said ‘you
wrote that you would do it like this’, we should have writ-
ten it a bit differently” (HR-GOV3). In Latvia, officials of
the Ministry of Social Affairs, who welcomed the oppor-
tunity to incorporate social investment projects in the
RRP, now acknowledge that "Our mistake was that we,
assuming the administration would be easy, planned the
milestones very optimistically [..] However, the adminis-
trative requirements for RRF investments are increasing,
and as a result, implementation [..] is delayed, not only in
our area" (LV-GOV2, LV-GOV3).

In Belgium, too, had officials known that the Com-
mission and the Court of Auditors would take such a
legalistic approach not only to the milestones but also
to the descriptions of reform measures in the CID, they
would have formulated them with many more caveats
and legal precautions (BE-GOV5). A crucial case in point
here is a proposed reform aimed at enhancing both the
adequacy and financial sustainability of pensions, where
the federal government simply copied the description
of the measure from the coalition agreement without
much discussion. Now, in the implementation phase,
the Commission is putting pressure on the Belgian gov-
ernment not only to ensure the cost neutrality of the
reform, which includes a number of measures to boost
employment among older workers, but also to prove
that it will enhance the system'’s financial sustainabil-
ity. This pressure, in turn, has led the government to
postpone the payment request involving this milestone.
Interviewees argue that the Commission is pressuring
Belgium on the interpretation of financial sustainability
because of its high budget deficit and because it knows
that hawkish countries will question this reform in the
EFC (BE-GOV4). The pension reform is highly controver-
sial within the governing coalition and national politics,
where some actors, such as the liberal PM are pushing
for more ambitious measures to ensure financial sus-
tainability, while others, including the social democratic
Minister of Pensions and the socialist opposition leader
are arguing that the Commission should not try to dic-
tate pension policies to MSs. Interviewees agree that the
situation is potentially dangerous for the Commission,
which is "playing with fire" by intervening too heavily in
the domestic political debate (BE-GOV1).

Finally, while not directly attributable to perfor-
mance-based financing as a governance method, the
analysis above also draws attention to several addi-
tional limitations. The first concerns article 17(2) of
the RRF regulation, which states that eligible projects
may be backdated to 1 February 2020. While this pro-
vision is understandable, insofar as the RRF is a crisis
instrument, which can be used to finance already initi-
ated national recovery plans, it has been used by MSs
to push back against the Commission when it asked
for more ambitious milestones and targets, as was the
case in negotiations over the Dutch plan (NL-GOV1). In
a similar vein, the principle of additionality (article 9) has
been defined in a rather restrictive way, merely to pre-
vent overlap with existing funding programs of the EU.
Overall, while the Commission, in negotiations with MSs,
has focused on bringing the plans back to priorities and
weeding out the "nice to haves, but not need to haves",
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the scope of the plans and number of milestones and
targets is very large. Not all targets are relevant, like the
buyout of Dutch pig farmers discussed above. It is impor-
tant to keep these considerations in mind in anticipation
of the debates on RRF effectiveness that are bound to
come. Implementation rates of milestones and targets
may not give a full or adequate picture of what has been
achieved, since some targets have been deliberately set
low and offer little additional value in terms of what was
already established policy.'

4.4.3 REDUCING ADMINISTRATIVE
BURDENS THROUGH
PERFORMANCE-BASED FINANCING?

Across all MSs covered in our study, there is wide
agreement that the RRF’s performance-based financ-
ing model, as currently managed, has not reduced the
administrative burden on either side, relative to the
cost-based reimbursement system associated with the
cohesion policy funds.

i

RRF's performance-based
financing model, as currently
managed, has not reduced
the administrative burden.

n

In Spain, for example, top officials involved in the RRP
coordination process acknowledge that “the initial inten-
tion to implement a performance-based instrument is
proving more difficult than envisaged by the Commission
at the beginning of the RRF. The RRF is indeed mutating
from a performance-based instrument to incorporating
core elements of cost certification programmes like the
structural funds. The result, in practice, is that the RRF is
becoming more complex to manage without the flexibility
enshrined in the structural funds" (ES-GOV1).
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In Latvia, a senior Ministry of Finance official explains,

In the RRF, there is nothing simpler or more flexible in
implementation than, for instance, with the ERDF or
ESF, which are generally cost-based projects, where
the Commission pays for the funding spent, which
is approved, properly monitored, oriented at the
achievement of programme goals (while, basically,
focusing on the expense receipts/cheques provided
by the beneficiary and submitted and declared in
Brussels). With the RRF, in a way, it is different; we
don’t have to submit receipts to the Commission but
show that we have implemented the targets. To fulfil
all the requirements of good financial management
still required [in the RRF], we still have to go into our
control and monitoring processes to the level of
invoices, basically, looking at how every euro cent is
spent. (LV-GOV1)

In Belgium, too, domestic officials lament that "We were
promised a tool that was not as heavy in terms of report-
ing as the structural funds, but we are seeing the other
extreme" (BE-GOV3). Interviewees also warn that this has
the adverse effect that calls for tenders are left unan-
swered because smaller businesses or NGOs see it as
too burdensome. "lt's risky for them. If they spend it in the
wrong way they have to pay everything back [..] soit’s a
problem for us to be able to spend the money" (BE-GOV5).

In Estonia, a top official of the Ministry of Finance was
even blunter: "You have more flexibility to do everything
from cohesion policy than the RRF [..] [T]he result-based
approach of the RRF does not work properly, it is very bad.
It is restricting, there is no flexibility, and it is so bureau-
cratic" (EE-GOV5).

Even the Netherlands considers that the RRF involves
excessively detailed information requirements. As one
official put it,

The Commission looking at results not receipts is
how we agreed that it would work in principle. This
was the promise of the performance-based approach
that very much appealed to us, but the reality is dif-
ferent, they check every cent and dime and every
word or comma on paper.

On one hand, Dutch officials say that transparency
requirements are a good thing, but, on the other, they
want performance-based financing to mean perfor-
mance-based (NL-GOV1).
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Perhaps the worst aspect of the administrative burden
created by the RRF monitoring process is that it does not
contribute productively to improving the implementation
of the reform and investment projects themselves. In
Portugal, as in other MSs, national interviewees praise
the helpfulness of Commission officials in informal dia-
logues in finding solutions to problems, like

how to get around things, reforms that were already
in a Ministry’s resolution, or having things that are
not entirely consistent with the text that was agreed
upon in the Council Decision. On that side, we saw
some flexibility and some ease of communication.

On the other hand, however, this official emphasised that

Instead of spending time on implementing and
coordinating, we spend time doing and justifying
documents that sometimes take up to 20 iterations
with the Commission, which is a clear waste of time.
Because they have to internally defend their deci-
sions and their positive assessments. Monitoring is
done less in substance, and more in form. We feel it
has worsened since the ECA report on the milestone
of Spain. (PT-GOV3)

Here, too, some Commission officials acknowledge
these constraining features of the RRF monitoring and
assessment system, which involve a heavy apparatus
of internal legal consultants, the Commission Legal Ser-
vices and the auditors. As a result, a large share of the
time needs to be used for internal consultations rather
than on the assessment itself (EU5).

The Commission is, to some extent, aware of the push-
back from MSs on the rigidity and bureaucratisation of
the monitoring process. But, as officials we spoke with
stress, the RRF is a new instrument, which is still tak-
ing shape through learning by doing, where parties on
both sides need to adjust to a changed modus operandi.
Rigidity, in their view, may not always stem from the
nature of the instrument itself, but instead from how
monitoring requests are interpreted nationally, how
administrations coordinate internally or how milestones
are operationalised, whereas the Commission aims for
pragmatic interpretations.

Information asymmetries, gaming by setting unam-
bitious objectives, interpretative inflexibility, and
displacement of effort and resources from fulfilment of
substantive goals to documentation of compliance with
agreed milestones and targets - all of these perverse

effects of performance-based financing identified in the
international literature reviewed in Section 2 seem to be
no less endemic in the implementation and monitoring
of the NRRPs.

4.4.4 REVISABILITY OF COMMITMENTS
IN THE FACE OF UNCERTAINTY

Beyond these issues of interpretive rigidity and
administrative burden in monitoring and assessing
milestones and targets, a crucial challenge to the RRF’s
performance-based financing model is the scope for
revising plan commitments in the face of unanticipated
implementation problems and changes in external cir-
cumstances, such as the current high rates of inflation
resulting from the supply-chain disruptions of the pan-
demic and the Russian invasion of Ukraine.

{l

A crucial challenge to the RRF's
performance-based financing
model is the scope for revising

plan commitments in the face of
unanticipated implementation

problems and changes in
external circumstances.

"

Here, several of our national interviewees, with long
experience of managing complex investment and
reform projects, raised principled doubts about the
feasibility of maintaining fixed milestones and targets
over a six-year period, as envisaged in the RRF gov-
ernance design. As one top Italian official explained,
echoing the literature on "contracting for innovation”
discussed in Section 2,
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anyone who has planned or implement public invest-
ment plans (in the public or private sector) knows that
in a multiyear timeframe the real ability is to contin-
uously readjust. In this case, we are expecting that
the policy design is perfect. This might work when it
comes to traditional policies which are well-framed
and already tested [..] but it is difficult to make fault-
less assumptions when you are investing in innovative
experimental things because they are the first ones on
which your design is necessarily weak [..]policies...
When faced with obstacles, it may be necessary to
find solutions to get back on track, and this could
require changing the original milestones and targets.
When you are actually implementing the investment
you realise that although there are ways to get to the
result, the initial design is not working, and the right
thing to do would be to change it. This plan (the RRF)
does not give you that space. (IFGOV1)

In Latvia, similarly, one high Ministry of Finance official
observed that

The regulation is based on the assumption that the
preagreed plans would not be changed [..] We have
been working with the cohesion funds and we know
how such programmes are usually implemented, and
from the beginning, it was clear that it is a total utopia
that it would be possible to make a plan for six years
and stick closely to it. (LV-GOV1)

And as another official from the Ministry of Welfare
lamented, "We see the plan as a framework, where we can
change something in it, reacting to the ongoing situation or
need, but the Commission does not accept that, including
regarding target groups or implementation solutions. That
complicates the work" (LV-GOV4).

Understandably, the strongest push from MSs to mod-
ify their RRF commitments has come from the high rates
of inflation, especially for energy and other imported raw
materials, driven by the Russian invasion of Ukraine. Here,
the Commission considers that any significant changes in
NRRP commitments must follow the procedure laid down
in Article 21 of the RRF regulation, according to which MSs
may propose a new or amended plan where the existing ver-
sion, "including relevant milestones and targets is no longer
achievable, either partially or totally [...] because of objective
circumstances”. The revised plan must then go through the
same approval process as the original NRRP, resulting in
a new Commission assessment and CID. In negotiating
with MSs over the revision of their NRRPs, the Commission
strongly pushes governments not to reduce the ambition
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of the planned investments and reforms, urging them to fill
the emerging financial gap with funds from the REPowerEU
programme, and other EU sources, including taking up their
unused loan allocation from the RRF.

One of the first requests to modify a RRP came from Esto-
nia, which has been particularly exposed to the effects of
the Ukraine war, due to its heavy dependence on Russian
energy and construction materials. Given the plan's empha-
sis on infrastructure and record inflation — up to 25%, the
highest in the EU - significant portions of the planned
investments became unfeasible altogether. According to
an official at the Ministry of Finance, around a third of the
infrastructural contracts were contracted at a higher price
than initially planned in the RRP, often by a third or more.
A related problem was the lack of proposals from pro-
spective contractors. For instance, the tender for the joint
terminal for Rail Baltic had to be re-run before it received a
single proposal, but almost at twice the price. Due to these
changing circumstances, including a reduction in the final
grant allocation, the Estonian authorities have opted for
significant modification of the RRP, where a central strat-
egy has been replacing unfeasible infrastructure projects
with cheaper alternatives. Facing these increased costs
and an unwillingness to fund the gap by taking RRF loans,
the government has reluctantly proposed to drop three
RRP flagship investments - including the Tallinn hospital
(where defence considerations also played a key role in
the decision) — and transfer the funds to smaller alterna-
tive investments. According to estimates at the Ministry
of Finance, around 40% of the RRP is in the process of
being modified in response to "objective” circumstances
and grant reductions, as stipulated by the RRF regulation.
In parallel with the REPowerEU negotiations, these mod-
ifications are informally being discussed between the
Commission and the government, and the revised plan was
formally submitted in March 2023. The revision process is
extremely onerous, as "For every milestone that is changed,
you need to provide supporting documents showing that
the procurement price was higher or other conditions have
changed. General data is not enough”. If Estonia wants to
reopen its RRP, the Commission has stated that it must
address the new CSRs from 2022, as well as the REPower
EU objectives. Moreover, although the large domestically
driven investments, such as the Tallinn hospital, have been
dropped, the Commission has continued to insist that the
social reform commitments embodied in the RRP remain
in place, leading to great dissatisfaction on the part of the
national authorities (EU2, EE-GOV5, EE-GOVS).

Latvia, similarly, has experienced unexpected difficulties
in the implementation of planned investments, due to high
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inflation (24%) driven by heavy exposure to the Russian
energy shock and price increases for building materials.
Based on the "objective circumstances” clause of the RRF
regulation, the government and the Commission have
worked together on various solutions to scale down invest-
ment projects and/or extend the timeline. Like Estonia,
Latvia has avoided taking RRF loans, but, unlike its north-
ern neighbour, the country has not dropped any investment
projects, not least because it has not yet exhausted its full
grant allocation. According to both the government and
the Commission, the main challenge has been demonstrat-
ing sufficient evidence supporting modification proposals.
Several interviewees drew attention to the high evidentiary
requirements necessary to justify modifications. One Com-
mission official explained that for each modification they
would need to write a recital in the draft implementing
decision. Hence, they change only what is absolutely nec-
essary, and decline most of the proposed modifications
(LV-GOV1, LV-GOV2, LV-GOV3, LV-GOV4, EU5).

In Portugal, where the RRP is also infrastructure-heavy,
high levels of inflation, rising prices of raw materials and
labour shortages, especially of construction workers, are
creating significant difficulties for the implementation of
investment projects (EU6, PT-GOV1, EU7, PT-GOV3). To
meet these challenges, the national authorities are explor-
ing three strategies. The first is to reduce the target size of
infrastructural investment, given the price increases. The
second is to replace larger projects that are not possible to
scale down with alternative ones. A final strategy, consid-
ering unplanned delays, is to postpone the target deadline.
Here, the Portuguese authorities have broached a public
discussion on an extension of the final 2026 deadline for
the RRF, but the Commission has been reluctant to explore
this possibility, which would require a revision of the regu-
lation. However, apart from the "objective circumstances”
of rising inflation and supply disruptions forcing a down-
scaling of some investment projects, the Commission has
insisted that ambitions should not be lowered, and the
promised reforms should remain intact, especially those
that carry no financial costs (EU6). In the spring of 2023,
Portugal announced its intention to seek up to a further
11.5bn euros in RRF loans.'®

Based on the experiences with the first two-and-a-half
years of the RRF documented in this study, there was wide
agreement among our national interviewees that any future
iteration of its governance model would need to incorpo-
rate lighter procedures for monitoring and assessing the
fulfilment of milestones and targets, focused more on the
underlying purpose of the measures concerned than on
their precise description in legally binding texts. Such a

revised governance model would likewise need to include
more flexible processes for modifying investment and
reform commitments in response not only to unanticipated
changes in external circumstances, but also to lessons
learned in the course of project implementation itself. To
cite only two particularly explicit examples:

As a senior official of the Latvian Ministry of Finance
observed,

as a result of pressure from the net contributor states,
the monitoring framework of the RRF [...] is extremely
rigid, not flexible, and actually not implementable [...]
The regulation does not allow for significant modi-
fications of the plans, only exceptionally in certain
cases [...] Besides lacking a possibility of modifica-
tion, the implementation of milestones/goals also
lacks any flexibility. With even the slightest deviations
from the initial agreement, there are no good mech-
anismes in the regulation of how we could talk with
the Commission about [them]. You have the targets,
approved by the Council, you have to approve them
in a very literal fashion. What the Commission itself
is saying, they have the European Court of Auditors,
which reads everything literally [...] [In theory], this is
a performance-based instrument. First, we agree on
the milestones/goals, and then it is up to you, mem-
ber states, how to implement them. But the moment
we look deeper into this, it does not work like that |[...]
As regards monitoring and control, you have to go as
deep as with any other European [financing] project
so far. This means that the system of implementa-
tion, accountability, control and audit system in each
member state is as big, heavy and sizeable as with any
other financial instrument with ‘shared governance’,
for example, classic cohesion policy. Plus the RRF is
more restrictive in the monitoring of goals and mile-
stones. Everybody, all member states with whom we
have talked, [is] complaining about it. This has to be
improved in the future. (LV-GOV1)

Or as a reflective Italian senior policymaker put it,

if RRF is the method that we will continue to adopt in
the future for the EU budget, we need to direct these
national plans to separate what is a more traditional
part from innovative policies. Not that we shouldn’t
fund the latter, but because milestones and targets will
have to be more flexible and can’t be entirely prede-
fined. Maybe some milestones should state that, within
an acceptable period of time, the next milestones will
be agreed upon. (IT-GOV1)

GOVERNING THE RRF
DRAFTING, IMPLEMENTING, AND MONITORING NATIONAL RECOVERY AND RESILIENCE PLANS

55




4. IMPLEMENTATION AND
MONITORING OF THE NRRPS

TABLE 2. Implementing and Monitoring the NRRPs: A Cross-National Comparison

MEMBER
STATE

BELGIUM

CROATIA

ESTONIA

56

CENTRALISATION
OF AUTHORITY

- RRF structure

pushes Belgium
to behave more
as a unitary than a
regionalized actor

- RRF has enhanced

discipline within
administration
to ensure on
time delivery

of promised
measures

- Centralisation of

authority within
the national
government,
especially Ministry
of Finance and
State Shared
Service Centre

- Less evidence

of leveraging
milestones and
targets than in
other cases

- RRP creates

strong pressure to
deliver on agreed
commitments for
external actors
(social partners,
Parliament)

- Seen as a public

accountability
mechanism

- Have used RRF

conditionality
to address
longstanding
social
vulnerabilities

- Stakeholder

exclusion not

a source of
implementation
problems

+ Municipalities

insufficiently
involved in
planning reform
of water services
successfully
challenge
reorganization
before the
Constitutional
Court

- No evidence of

implementation
problems due
to stakeholder
exclusion

MONITORING
MILESTONES
AND TARGETS

- Belgian actors

see rigidity of
procedure as a
major problem,
hampering
implementation,
and demotivating
setting of
ambitious targets
in the future

- Less evidence of

monitoring rigidity
and administrative
burdens than in
other cases

- Flexibility by

Commission

in assessing
implementation
of minimum wage
reform, allowing
deviation from
agreed milestone
to leave space

for bargaining by
social partners

- Estonian

authorities
complain about
rigidity of RRF
procedures,
impeding
implementation

REVISABILITY OF
COMMITMENTS

- Largest relative

drop in RRF
funding of all
MS, leading to
tough internal
negotiations on
how to reduce
the scope of
investment
projects, while
maintaining reform
ambitions

- Belgium to request

1bn in RRF loans

- Despite reduction

in initial grant,
Croatia has
maintained
ambitions on both
investments and
reforms

- Croatia to request

3.6bn in RRF loans

- Unexpected

difficulties in
implementing
planned
investments,
due to high price
inflation

- Challenge to

demonstrate
sufficient evidence
requested by
Commission

in support of
modification
proposals

- No RRF loans

requested
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MEMBER

STATE

ITALY

LATVIA

CENTRALISATION
OF AUTHORITY

- Coordination
highly centralized
in Steering
Committee chaired
by PM

- Authority
centralized within
government

- Central

government
officials use RRF
commitments
to push
implementation
of investment
projects through
bureaucracy

- Officials see

milestones and
targets as a

useful tool for
ensuring that local
authorities can
get things done on
time

- No evidence that

Latvian authorities
have sought to
leverage RRF
commitments

- Low involvement

of local authorities
in design of plans
for childcare
infrastructure have
led to low rates of
project submission
and tendering
delays, especially
in the South

- Reform of

remote school
teaching delayed
due to lack of
consultation with
municipalities and
unions in drafting
phase

MONITORING
MILESTONES

AND TARGETS

- Commission

allowed to review
and comment on
draft legislation

- Few complaints

about assessment
process

- Some officials

report formulation
of milestones

and targets as
disconnected
from content of
investments

- Latvian authorities

complain

about rigidity
of procedures
impeding
implementation

- Latvian case

provides evidence
that setting
deliberately loose
targets for health
infrastructure
construction

can improve
implementability

REVISABILITY OF
COMMITMENTS

- Italian officials

emphasize
difficulties

of sticking to
predetermined
milestones

and targets for
complex multi-
year reform plans
and innovative
investments

- Italy to apply for

additional RRF
funds

- Unexpected

difficulties in
implementing
planned
investments,
due to high price
inflation

- Challenge to

demonstrate
sufficient evidence
requested by
Commission

in support of
modification
proposals

- No RRF loans

requested
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MEMBER
STATE

PORTUGAL

SLOVAKIA

SPAIN

CENTRALISATION
OF AUTHORITY

- In contrast to

dominant trend
elsewhere, social
partners and civil
society participate
in RRP monitoring

- New central body

created to oversee
plan and overcome
implementation
obstacles

- Involvement of

autonomous
regional
communities

in plan
implementation
more intense than
in drafting phase

- Encouraged by

Commission,
Socialist
government used
RRF conditionality
to push through
liberalization

of regulated
professions

- Strongly enhanced

leverage of
government in
passing reforms
through Parliament

- Transparency of

process creates
public and media
pressure to deliver
on milestones and
targets

- Leverage has

diminished with

fall of government,
creating difficulties
in passing reforms

- While Spanish

officials support
RRF performance-
based financing
as a commitment
device, they place
less emphasis

on leverage from
external constraints
than on national
ownership in
passing ambitious
reforms

- No evidence of
implementation
problems due
to stakeholder
exclusion

- Trade unions
excluded from
design of 2022
pension reform
have continued
to oppose the
resulting measure

Regions not
deeply involved in
design of childcare
services may
renounce creation
of envisaged
places due to lack
of funds for future
maintenance costs

MONITORING
MILESTONES

AND TARGETS

- Portuguese

authorities

see rigidity of
procedures as a
major problem,
hampering
implementation
and demotivating
ambitious target
setting

- Slovak officials

consider the
reporting
requirements and
administrative load
as a major obstacle
in the RRF which is
not productive and
saps ownership
throughout the
administration

- Spanish officials

complain that
Commission

is becoming

more rigid and
bureaucratic in its
assessment of
milestones and
targets, resulting

in a mutation of
the RRF from a
performance-based
instrument towards
a cost-certification
programme like the
Structural Funds,
without the latter's
flexibility

REVISABILITY OF
COMMITMENTS

- Significant

difficulties in
implementing
infrastructural
investments, due
to high levels of
inflation and labour
shortages

- Government has

tried to scale
down or replace
projects, and has
unsuccessfully
requested to
postpone final RRF
deadline

- Portugal to request

additional 11.5bn in
RRF loans

- Reduction of

RRF grant led to
long and difficult
negotiations with
the Commission
to maintain plan’s
balance and
ambition, resulting
in implementation
delays

- No RRF loans

requested

- Spain to request

an additional 84bn
euros in RRF loans
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The RRF, as the empirical sections of this study have
amply demonstrated, marks a major new departure in
EU governance, with significant effects on domestic pol-
icy-making in the MSs, as well as on relations between
national governments and EU institutions. Drawing on
eight country case studies, together with a further three
contrasting "shadow" cases, the study has investigated
in depth how the RRF’s innovative "demand-driven,
performance-based" governance design has worked
in practice and analysed how far it has contributed to
advancing the Facility’s declared goals, identifying both
positive and negative effects. In this concluding section,
we weigh up the strengths and weaknesses of the RRF
governance design emerging from our study; propose
a series of policy recommendations for redressing the
observed weaknesses of the RRF's governance; and dis-
cuss to what extent the RRF should be regarded as a
desirable governance model to be applied to other areas
of EU policy-making, such as the reform of the fiscal
framework and the cohesion policy funds.

5.1 STRENGTHS AND
WEAKNESSES OF THE RRF’'S
GOVERNANCE DESIGN

Empirical analysis of its practical operation in the coun-
tries studied show clearly that the RRF’s governance
design has a number of major strengths, as anticipated
by its architects within the Commission and discussed
theoretically in Section 2. Presented synthetically, seven
key benefits of the RRF governance design stand out:

1) It reinforces national ownership and commitment to
NRRP objectives by domestic stakeholders;

2) provides direct financial and policy linkages between
reforms and investments;

3) contributes to improved horizontal and vertical coor-

dination of national policy-making;

4) Performance-based financing focuses on substantive
policy outputs rather than cost-based project inputs;

promotes the development of more effective Euro-
pean and national structures for monitoring domestic
policies and projects funded from EU sources;

6) enhances transparency and accountability expecta-
tions for national governments on the fulfilment of
agreed commitments; and

7) increases leverage for national governments in over-
coming domestic opposition to promised reforms.

At the same time, however, as our empirical analysis also
amply demonstrates, the practical operation of the RRF
governance design likewise displays a series of funda-
mental weaknesses, many of which were predictable
from the theoretical and comparative literature on the
limits of performance-based financing discussed in Sec-
tion 2. Here, five major points stand out:

1) The mechanical linkage of payments to the fulfilment
of fixed milestones and targets often shifts the atten-
tion of both national authorities and the Commission
away from the underlying purpose and objectives of
reforms and investments to verification and docu-
mentation procedures, wasting human resources and
sapping ownership at all levels of governance.These
negative effects are exacerbated by bureaucratisation
and juridification of the monitoring and assessment
process under pressure from the ECA.

2) The inflexibility of the performance-based financing
and verification system makes it difficult to adjust
predetermined milestones and targets in response to
unforeseen or changing circumstances and leaves lit-
tle space for revising and improving projects based on
learning from implementation experience. Maintaining
fixed milestones and targets in managing innovative
projects and complex multiyear plans is neither pos-
sible nor productive.

3) Centralisation of plan drafting under intense time
pressures, coupled with the Commission’s insistence
on a single point of contact and external accounta-
bility, makes it difficult to involve local and regional
authorities and other domestic social actors seriously
in the drafting of commitments for which they are
responsible for implementing, with negative conse-
quences for both effectiveness and ownership.

4) Reinforcement of leverage for the implementation
of agreed commitments by the performance-based
financing system following a vincolo esterno strategy
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is a double-edged sword: it can empower govern-
ments to push through their programmes in the face
of domestic opposition, but can also offer opportu-
nities for holdup by veto players and lead to the risk
of political failure to deliver agreed reforms; hand-ty-
ing/vincolo esterno strategies can yield diminishing
returns over time, creating risks of a domestic back-
lash against the EU.

5) Unclear, non-transparent procedures for ensuring
that NRRPs effectively address all, or a substantial
subset, of the CSRs create risks of unequal treatment
across MSs.

5.2 REDESIGNING RRF
GOVERNANCE

5.2.1 COMMISSION WORKAROUNDS
AND THEIR LIMITS

As the preceding analysis has shown, while the gov-
ernance design of the RRF has important strengths, it
also displays a series of weaknesses, which raise fun-
damental doubts about its fitness for purpose, both now
and in the future. The critical policy question, of course,
is to what extent these weaknesses can be addressed
while retaining the strengths of the current design. In
its recent communication on "The RRF: Two years on",
as well as in our own interviews, the Commission has
demonstrated that it is aware of many of the problems
identified in this policy study and is seeking to devise
practical workarounds for them within the framework of
the existing legal and administrative framework defined
by the RRF regulation. Thus, for example, the Commis-
sion states explicitly that "The implementation of the RRF
requires flexibility on the means to achieve the milestones
and targets while remaining firm on the delivery of the
measures agreed with the member state."’?* To this end,
the Commission has introduced three new tools aimed
at adding predictability and transparency to the imple-
mentation process, based on initial experiences with the
assessment of payment requests.

The first of these tools is a framework for assessing RRF
milestones and targets. Here, informed by the interpre-
tative disputes with the ECA, the Commission proposes
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a series of criteria for assessing which elements of the
description of milestones and targets in the CID should
be considered as binding requirements for their fulfil-
ment. Encouraging here is the emphasis placed by the
Commission on the broader "context and purpose” of the
milestones and targets in interpreting MSs’ legal obliga-
tions. The Commission also announces its willingness
to accept minimal deviations from the requirements of
specific milestones and targets, where these involve no
more than 5% of agreed amounts, do not affect progress
towards the achievement of the reform or investment
in question, or involve limited and proportional delays
between the publication of regulatory measures and their
effective entry into force.

The second new tool is a procedure for partial or full
suspension of payments to address implementation short-
comings due to "adverse and unexpected developments".
This tool allows MSs to benefit from partial payments while
continuing to implement the plan and working towards
completion of the missed milestone or target. This pro-
cedure includes a formula for assessing the "unit value"
of a milestone or target, with coefficients for upward and
downward adjustment, depending on the importance of
the measure in question within the NRRP, especially with
regard to major reforms. In each case, the MS in ques-
tion has six months to complete the relevant milestone
or target, after which time the suspended amount will be
permanently deducted from the plan budget.

The third tool, which is not really new, is the procedure for
revising the NRRPs, based on articles 18 and 21 of the RRF
regulation, but applied to the opportunities to add REPow-
erEU chapters and access extra funding, which provides
an occasion for a more substantial, one-off revision of the
plans to address implementation bottlenecks in existing
measures. Here, the Commission has also strengthened
public consultation requirements for the drafting of the
REPowerEU chapters, obliging MSs not only to provide
information on the stakeholders consulted, but also "a
description of how their input has been reflected in the
design of REPowerEU measures". The Commission further
urges MSs to ensure that social partners and local and
regional authorities "remain closely involved in the imple-
mentation of the RRF in a timely and meaningful way", and
will continue to organise joint annual events with national
authorities and domestic stakeholders to discuss the pro-
gress and state of play of the NRRPs in each country.?

These tools, and the accompanying policy statements
by the Commission, represent a welcome recognition
of the need for greater flexibility in the implementation

GOVERNING THE RRF
DRAFTING, IMPLEMENTING, AND MONITORING NATIONAL RECOVERY AND RESILIENCE PLANS



and assessment of RRF commitments, as well as for
enhanced domestic stakeholder participation in the
NRRPs. But are they sufficient to overcome the funda-
mental weaknesses of RRF governance identified above?
Arguably not. While the new framework for assessing RRF
milestones and targets should reduce the volume of legal-
istic disputes over their precise interpretation by focusing
on the underlying purpose and broader context, the scope
for deviating from preagreed commitments — for exam-
ple, where better ways have been identified to achieve the
objectives of the measure in question — remains explicitly
minimal. While the possibility of submitting partial pay-
ment requests also provides some enhanced flexibility
for MSs to revive measures that have fallen off track for
technical or political reasons, this too is minimal, insofar
as, after six months, temporary payment suspensions
become permanent. And while it is possible for MSs to
propose revisions to their NRRPs in the face of unantic-
ipated adverse developments, as envisaged by article
21 of the RRF regulation, the threshold for doing so, as
we have seen, is very high, since all changes must be
rigorously justified in terms of changes in "objective cir-
cumstances", the level of ambition for investments and
reforms should not be reduced, and the revised plan
needs to go through a full new process of approval by
the Commission and the Council, taking account, among
other things, of the most recent set of CSRs. This is thus
not a procedure into which MSs will enter frequently or
lightly, and so does not provide a framework for revis-
ing and improving complex, multiyear projects based on
learning from implementation experience. Finally, the
Commission’s new guidance on stakeholder involvement
in the preparation of the REPowerEU chapters is unlikely
to prove more effective than its previous guidance on
the preparation of the NRRPs themselves, especially
since there is little sign of improved participation by such
stakeholders in the implementation process, as a recent
Eurofound study confirms.'

5.2.2 ALTERNATIVE POLICY
RECOMMENDATIONS

Ideally, these recommendations would be applied to the
RRF in its present form. But if that is not practically feasi-
ble, given the short period remaining before the end date
of the Facility in December 2026, we would urge for these
recommendations to be incorporated into the governance
design of any successor to the RRF itself, as well as to
any similar EU funding instrument.

RECOMMENDATION 1:

Revise the RRF’s performance-based financing system

to allow greater flexibility in modifying investment and
reform commitments, through a multitiered system of
diagnostic monitoring.

Addressing the weaknesses of RRF governance iden-
tified in our empirical analysis, while maintaining its
benefits in terms of national ownership, coordination,
transparency and accountability, would thus require a
more fundamental redesign of its performance-based
financing system. Such a redesign would need to move
away from the RRF’s conception of the NRRP as a puta-
tively complete contract, based on a commitment by
MSs to implement predetermined reforms and invest-
ments, operationalised down to specific documents and
verification criteria defined in legally binding texts, in
exchange for support from the EU budget. Building on
the Commission’s own recent guidance, such a rede-
signed performance-based financing system would
give MSs greater flexibility on the means to achieve
the milestones and targets, while remaining firm on
the underlying objectives and purpose of the invest-
ments and reforms they represent. Such a system, in
turn, would require more flexible processes for modi-
fying national investment and reform commitments, in
response not only to unanticipated changes in external
circumstances, but also to lessons learned during the
course of project implementation itself.

A revised performance-based financing system of this
type should likewise build on best-practice experience
of "contracting for innovation" under conditions of uncer-
tainty, as discussed in Section 2, in which the contracting
parties (whether private, public or hybrid) typically set
broad common goals for the project and establish a
joint governance system to oversee it. In such a joint
governance system, while successful completion of
milestones and targets may trigger predetermined pay-
ments, their primary purpose is to serve as the basis for
diagnostic monitoring of the project, assessing whether
it is on track, and deliberating about what needs to be
done if it is not. Where milestones are missed, repre-
sentatives of both parties analyse jointly the source of
the problem, discuss what remedial measures should
be adopted and decide whether to continue or termi-
nate the project. Where the two sides cannot agree, the
issue is "bumped up" to a higher-level joint body of top
leaders from both sides, which has the additional benefit
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of disincentivising and, if necessary, sanctioning unco-
operative or obstructive behaviour, such as information
hoarding, on the part of the lower-level actors directly
responsible for the project.

The great challenge in adapting such a governance
redesign to the RRF is the sheer number of plans and
projects involved. The diagnostic monitoring processes
involved in "contracting for innovation" typically involve,
at most, a small portfolio of projects, whereas the RRF
comprises 3,780 investments and 2,187 reforms spread
across 27 MSs. Given the Commission’s staffing and
informational limits, it would be simply impossible for it
to engage directly in monitoring of this type across such
a wide range of projects.'?’

A more flexible and revisable performance-based financ-
ing system would thus need to rely on more robust
national monitoring systems, overseen by independent
domestic authorities, and subject to periodic review by
the Commission, with a focus on problematic cases,
which could then be "bumped up" to a higher level for
bilateral resolution. Tiered multilevel oversight sys-
tems of this kind are well developed in many areas of
EU regulation. A good example is food safety, where
EU regulation mandates that individual food-processing
businesses maintain hazard detection and mitigation
plans; the effective implementation of these plans
(including regular remediation of hazards detected) is
overseen by independent national food safety authori-
ties; and these national authorities are, in turn, overseen
by the European Food and Veterinary Office (FVO, now
Division F of DG SANTE), which assesses the adequacy
of their enforcement of EU food safety standards on
the basis of site visits, including to individual estab-
lishments, and makes recommendations for necessary
improvements, which MSs are obliged to address, sub-
ject to the potential exclusion of their products from the
EU market.?®

The RRF regulation mandates the creation of coordina-
tion bodies within MSs to ensure effective monitoring
and implementation of the NRRP, including progress
towards the fulfilment of the milestones and targets, as
well as a robust internal control system for preventing,
detecting and correcting corruption, fraud and conflicts
of interest in the use of the Facility’s funds. We have
seen that these dedicated national monitoring systems
have already had major effects on the horizontal and
vertical coordination of domestic policy-making, as well
as on the implementation of the NRRPs themselves.
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These national coordination bodies could be made
responsible for ensuring that an internal diagnostic
monitoring process is established for each reform and
investment project, the purpose of which would be to
oversee not only whether it is progressing towards
timely fulfilment of the agreed milestones and targets,
but also to assess what changes may be needed to the
initial plan of the measure to take account of problems
and possibilities for improvement uncovered during the
implementation process. Since these national coordina-
tion bodies are, by nature, political and closely linked to
PM'’s offices and Ministries of Finance, it would also be
necessary to establish some kind of independent evalu-
ation authority in each MS with the task of ensuring that
the project monitoring system as a whole was working
according to these principles, and to produce periodic
assessments of completion of individual projects, which
could be used as the basis for payment requests. Inter-
nal control arrangements introduced as part of the plan
to protect the financial interests of the Union would
remain a separate process. The Commission could
then review the findings of the independent national
evaluation bodies, undertaking its own investigation of
specific projects in cases of concern, which could then
be escalated bilaterally to negotiations with the coordi-
nation body and the government for resolution, where
needed. Such a revised system of multitiered monitoring
and review of the implementation of RRF commitments,
it need hardly be said, can only work where the Union has
legitimate confidence in the integrity of national institu-
tions for the enforcement of EU law, and so, should not
be applied to any MS whose commitment to the rule of
law is in doubt.

Adopting the diagnostic monitoring reforms recom-
mended here would formalise the collaborative aims
of the RRF — aims now given expression in the exten-
sive, informal efforts of the Commission and national
officials to make the definition of goals and progress
assessments truly joint endeavours, where possible.
Formalisation of this collaborative intent along these
proposed lines, moreover, would crucially provide the
transparency and reviewability legitimately demanded
by the ECA in discharging its oversight responsibilities.
But the Court of Auditors, in accordance with the other
reforms proposed above, would have to place greater
weight on developing process norms regarding par-
ticipation and searching decision-making and less on
imposing bureaucratic accounting routines aimed at
reducing the space for the legitimate exercise of inter-
pretive judgement.’?
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RECOMMENDATION 2:

Make effective inclusion of key domestic stakehold-

ers in the drafting and implementation of the NRRPs a
binding assessment criterion for approval of plans and
payment requests.

As the Commission’s guidance on the consultation and
involvement of key stakeholders - local and regional
authorities, social partners, and civil society organisa-
tions — has thus-far proved ineffective, this should be
made a binding assessment criterion for the approval of
revised plans — including the REPowerEU chapter — and
payment requests.

RECOMMENDATION 3:

Establish explicit and transparent procedures for ensuring
that NRRPs address all or a significant subset of CSRs,
including in MSs that receive low relative grant allocations.

As our study shows, there appear to have been significant
variations across MSs in the extent to which they were
expected by the Commission to address all or a significant
subset of the CSRs in their NRRPs, which cannot be fully
explained by objective factors, such as their relative level
of grant allocation or weak performance on the EU Social
Scoreboard. An explicit and transparent procedure for
determining minimum levels of CSR coverage in the NRRPs
should be established to avoid any appearance of unequal
treatment across MSs. Even where grants to MSs repre-
sent a low relative share of GDP - as in Austria, Germany
and the Netherlands, among the shadow cases covered in
our study — they nonetheless represent a large proportion
of RRF funds themselves, so these countries should also
be expected to undertake significant reforms.’®

RECOMMENDATION 4:

Revise the procedures for adoption of the CSRs, by

reducing the voting threshold for amendments to the
Commission’s proposal and ensuring a greater role for
multilateral peer review in assessing their implementation.

As a result of their key position in the assessment and
approval of the NRRPs, the CSRs have effectively become
more binding than in the past. This, in turn, means that
the procedures whereby the CSRs are adopted and
reviewed need careful reconsideration. Under the current
voting procedures, adopted in the Lisbon Treaty, when
the Council takes a decision without a Commission pro-
posal, this must be supported by a "reinforced qualified
majority" comprising 72% of MSs, accounting for 65% of
the Union'’s population. This is a very high threshold, and
amendments to the CSRs in the Council advisory com-
mittees (which serve as a proxy for an eventual vote in
the Council itself) have become increasingly infrequent,
since the new rules entered into force in 2017."%" If the
CSRs are expected to play a more binding and prescrip-
tive role in setting domestic reform agendas than in the
pre-RRF European Semester, it is important to ensure that
they represent a broad epistemic and political consensus
among the MSs on domestic reform agendas, reaching
beyond the Commission’s own institutional views. Under
these circumstances, a positive qualified majority vote
should be required for the adoption of the CSRs, with
the country to which they are addressed being excluded
from voting. It would likewise be desirable to ensure that
assessments of CSR implementation for RRF purposes
be based on multilateral peer review by national repre-
sentatives in the Council advisory committees, including
the EU Employment and Social Protection Committees
(EMCO and SPC), and not just the Economic and Financial
and Economic Policy Committees (EFC and EPC), which
lack detailed expertise on social and employment policy
issues. Nor should assessment of implementation pro-
gress be left exclusively to the Commission itself, which,
as detailed research has shown, is influenced by strategic
political considerations in deciding when a recommenda-
tion may be deemed to have been sufficiently fulfilled to
be dropped from the next year's CSRs.'%2

GOVERNING THE RRF
DRAFTING, IMPLEMENTING, AND MONITORING NATIONAL RECOVERY AND RESILIENCE PLANS




5. CONCLUSIONS AND
RECOMMENDATIONS

5.3 RRF GOVERNANCE: A MODEL
FOR OTHER EU POLICIES?

As we noted at the outset of this study, there is growing
discussion within the EU institutions and the MSs about
whether elements of the RRF governance approach
should be applied to other EU policy domains, such as
the reform of the EU fiscal framework and the cohesion
policy funds. By way of conclusion, we briefly discuss
the implications of our empirical findings on the practical
operations of the RRF for these debates. Not surprisingly,
we consider that, if elements of the RRF governance
approach - such as national reform plans and perfor-
mance-based financing — were to be introduced into
these other policy areas, it would be crucial to take on
board the alternative recommendations presented in Sec-
tion 5.2 for its redesign.

5.3.1 REFORMING THE EU ECONOMIC
GOVERNANCE FRAMEWORK
THROUGH NATIONAL
FISCAL-STRUCTURAL PLANS

In November 2022, the Commission presented a com-
munication on reforming the EU economic governance
framework."® The Council has endorsed the broad
orientation of the Commission’s proposals, although
important points remain controversial and no overall
agreement has yet been reached.’ The main element
borrowed from the RRF governance approach in these
proposals is that all MSs would be expected to submit
"medium-term plans that set out country-specific fiscal
trajectories as well as priority public investment and
reform commitments that together ensure sustained
and gradual debt reduction and sustainable and inclu-
sive growth". These national fiscal-structural plans
would be submitted in response to a country-specific
debt-reduction path proposed by the Commission; MSs
would be allowed to commit to a set of reforms and
investments that could underpin a longer and more
gradual adjustment path. Either way, all member states
would be required to address the priorities identified
in the CSRs issued under the European Semester. The
adjustment path, reforms and investments would be
discussed with the Commission and adopted by the
Council. According to the Commission,

Muiltilateral discussions in the relevant committees of
the Council would ensure transparency and accounta-
bility, with the Council endorsing the adequacy of the
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plan. This model would strengthen national owner-
ship. Based on a better integration of the requirements
of the revised common EU framework in domestic
policy debates, it would strengthen multilateral fiscal
surveillance.

In case of non-implementation of the agreed reform and
investment commitments by MSs, a new enforcement
tool would lead to a revision of the debt-adjustment path
in a stricter direction.’®

What lessons can be learned from our study of the RRF
for the likely effectiveness of these proposals? Firstly,
while country-specific fiscal adjustment paths are cer-
tainly preferable to the current one-size-fits-all rules
enshrined in the Stability and Growth Pact and Fis-
cal Compact, it should be evident that a medium-term
programme of debt reduction financed from domestic
resources is unlikely to evoke the same level of positive
commitment and national ownership as an RRP funded by
additional resources from the EU budget.'®® Hence, revis-
ing the procedures for adopting the CSRs and monitoring
their implementation, to ensure that these represent a
genuine epistemic and political consensus among the
MSs, rather than just the Commission’s institutional view,
as proposed in recommendation (4) in Section 5.2.2, is
even more essential in the context of reforming the EU
economic governance framework (including the macroe-
conomic imbalance procedure (MIP) as well as the fiscal
rules) than it is for the RRF itself."?”

Secondly, the experience of the RRF clearly demonstrates
that assessing the implementation of reforms and invest-
ments linked to national fiscal-structural plans would
be a complex and controversial process, which would
require a multitiered system of diagnostic monitoring
and review, focused on overseeing not only whether pro-
jects are progressing towards timely fulfilment of the
agreed milestones and targets, but also on identifying
what changes may be needed to the initial plan of the
measures to take account of problems and possibilities
for improvement uncovered during the implementation
process, as proposed in recommendation (1) in Section
5.2.2. This, in turn, means that national fiscal-structural
plans — or at least their individual components — would
have to remain open to regular revisions to take account
of implementation experience as well as unanticipated
changes in objective circumstances, in contrast to the
Commission’s proposal, which envisages revisions only
after a period of four years — or the length of a legislature,
if preferred by the MS —to ensure their credibility "as an
anchor for prudent policies"."s®
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5.3.2 TRANSFORMING THE COHESION
POLICY FUNDS THROUGH
PERFORMANCE-BASED FINANCING

"Results, not receipts” is the watchword of the RRF.
Given widespread criticisms of past failures to intro-
duce ex ante conditionalities and performance-based
financing elements into the cohesion policy funds,™ it
is hardly surprising that the Commission and other EU
institutions are looking to the RRF governance design as
a possible model for their transformation, as a number
of our interviewees also remarked. The Commission has
already announced its intention to apply the RRF financ-
ing model to other programmes funded through the EU
budget, including the common agricultural policy and the
new social climate fund.0

What lessons can be learned from our study of the RRF
for these proposals? Firstly, as our national interview-
ees repeatedly emphasised, it is simply untrue that the
governance of the RRF in its current form really replaces
receipts with results as the basis for payments from the
EU budget. On one hand, as we have seen, the process
of assessing the fulfilment of milestones and targets
has become extremely heavy and bureaucratic, often
focused more on documentary verification than on
the underlying purpose and results of the reforms and
investments themselves. On the other hand, as we have
also seen, to fulfil all the requirements of good financial
management embodied in the RRF, national authorities
still have to go down to the level of invoices in their
control and monitoring processes, to ensure that every
cent has been spent properly.

Secondly, as our interviewees likewise pointed out,
the governance of cohesion funds also has advan-
tages over that of the RRF in terms of stakeholder
participation and revisability. Thus, as is well known,
for cohesion policy funds, MSs must observe the
"partnership principle”, following an EU code of con-
duct. According to this principle, local and regional
authorities, civil society organisations, social part-
ners, and businesses can all participate in partnership
agreements for the preparation, implementation and
evaluation of individual projects and programmes. In
contrast to the RRF, the partnership principle thus helps
to ensure that local stakeholders directly affected by
EU-funded projects are also involved in their design
and implementation. In terms of revisability, changes to
cohesion policy projects and programmes only require
assessment and approval by the Commission, not by
the Council, as in the RRF. Hence, where unanticipated

problems are encountered in the implementation of
cohesion policy projects, or where performance indi-
cators and cost estimates turn out to have been based
on incorrect initial assumptions, it is much easier to
amend them than in the case of the RRF.’#

Thirdly, the introduction of strict performance-based
financing requirements for cohesion policy funds is
unlikely to enhance perceived national ownership com-
pared to the current system, which is already based on
partnership agreements negotiated between the MSs
and the Commission, where local public and private
stakeholders participate in the design and implementa-
tion of individual projects and programmes. Compared
to the RRF, moreover, assessment of the fulfilment of
milestones and targets associated with cohesion funds
would be even more difficult for the Commission to con-
duct effectively, because many of the relevant projects
and programmes operate at a local level, where, as we
have seen, the Commission’s informational deficit is at
its greatest relative to national authorities.

What is seriously missing in the case of cohesion funds,
as in that of the RRF itself, is a robust multitier system of
diagnostic monitoring, which could be used by national
authorities and the Commission itself to oversee whether
EU-funded projects are making good progress towards
their intended goals and targets, and to undertake timely
corrective action, including, where necessary, revisions of
the original plan, when they are not. As the ECA explains,
"For cohesion policy funds, control and audit arrange-
ments at both Commission and MS level mainly focus on
the regularity of incurred expenditure”, based on incurred
costs, rather than on substantive monitoring of the pro-
jects and programmes themselves at either level. Such
a system of diagnostic monitoring of the "smart special-
isation" strategy attached to cohesion funds was already
proposed to DG REGIO back in 2016, but never taken up.’#
Introducing a multitier system of diagnostic monitoring of
EU-funded projects and programmes, involving national
coordination and evaluation bodies overseen by the Euro-
pean Commission, as proposed in recommendation (1) in
Section 5.2.2, could thus provide a welcome solution to
the long-standing performance weaknesses of cohesion
policy funding, as well as those of the RRF itself. Indeed,
the monitoring systems for the RRF and cohesion policy
funding could be integrated into a single overarching mul-
tilevel framework, along with those for other programmes
financed by the EU budget, such as the social climate
fund and the common agricultural policy, thereby creating
significant economies of scale and scope in the Union’s
evolving budgetary governance.
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ACRONYMS

ALMP
ARPA-E
BICC

ccl

CiD

CcoM

CSR

DG ECFIN
DG REFORM
DG REGIO
DG SANTE
DNSH
EAP

EC

ECA

ECB
ECEC
EESC
EFC
EMCO
EPC
EPSR
ERDF

ESF

EU

FVO

GDP

GMI

ICNL

IMF

MFF

MS
NextGenEU
NGO
NRRP
NTSP
OECD
PBF
PEMANDU
PM

RRF

RRP

RSP

SPC
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Active labour market policies

Advanced Research Projects Agency-Energy
Budgetary instrument for convergence and competitiveness
Convergence and competitiveness instrument
Council Implementing Decision

European Commission

Country-specific recommendation
Directorate-General for Economic and Financial Affairs
Directorate-General for Structural Reform Support
Directorate-General for Regional and Urban Policy
Directorate-General for Health and Food Safety
Do no significant harm

Economic Adjustment Programme

European Commission

European Court of Auditors

European Central Bank

Early childhood education and care

European Economic and Social Committee
Economic and Financial Committee

Employment Committee

Economic Policy Committee

European Pillar of Social Rights

European Regional Development Fund

European Social Fund

European Union

European Food and Veterinary Office

Gross domestic product

Guaranteed minimum income

International Centre for Non-Profit Law
International Monetary Fund

Multiannual financial framework

Member state

Next Generation EU

Non-governmental organisation

National Recovery and Resilience Plan

National Tripartite Cooperation Council
Organisation for Economic Co-operation and Development
Performance-based financing

Performance Management and Delivery Unit
Prime minister

Recovery and Resilience Facility

Recovery and Resilience Plan

Reform Support Programme

Social Protection Committee
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ANNEX 1: TABLES

COUNTRY

ES

Lv

PT

SK

COUNTRY

INITIAL RRF
ALLOCATION
(EUR BN)™3

5.9

69.5

6.3

68.9

13.9

6.3

REFORMS"¢

Table 1: Country characteristics

CORRECTED % 2021 GDP 2021
RRF INITIAL RRF DEBT/GDP
ALLOCATION ALLOCATION | RATIO (%)
(EUR BN)" (GRANTS AND
LOANS)#
45 - 1.17 109.2
0.9 - 3.16 17.6
77.2 : 5.77 118.3
55 - 11.01 78.4
69 122.6 10.79 150.3
1.8 - 5.56 436
15.6 2.7 7.86 125.5
6 - 6.52 62.2

Table 2: NRRP characteristics

COHESION
POLICY
FUNDS

2021-2027

(EUR BN)™

27
3.1
354
8.7
421
4.3
22.5

12.4

% OF RRF
EXPENDITURE
ON SOCIAL
OBJECTIVES'*

68

ES

HR

Lv

PT

SK

35

16

102

76

58

24

32

58

INVEST- SOCIAL % SOCIAL
MENTS MILESTONES | MILESTONES
AND AND TARGETS
TARGETS™®
105 210 40 19%
25 124 11 8.8%
109 416 81 19,5%
146 372 70 18.8%
122 527 61 11,6%
61 214 33 15,4%
83 341 48 14%
58 196 57 29%

32.2%

36.8%

22.8%

22.7%

28.2%

34%

43.5%

42.2%
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Table 3: Country characteristics compared to other EU Member States

COUNTRY INITIALRRF | CORRECTED % 2021 GDP 2021 COHESION
ALLOCATION RRF INITIAL RRF DEBT/GDP POLICY
(EURBN)'* | ALLOCATION ALLOCATION | RATIO (%)™ FUNDS
(EUR BN)™* (GRANTS AND 2021-2027
LOANS)™s (EUR BN)™*
AT 3.5 37 - 0.86 82.3 1.1
BE 5.9 4.5 - 1.17 109.2 2.7
BG 6.3 5.7 - 9.23 23.9 9.8
cy 1 0.9 0.2 5.15 101 0.9
cz 7.1 7.6 : 2.95 42 27.4
DE 25.6 28 - 0.72 68.6 18.4
DK 1.6 1.4 - 0.46 36.6 0.5
EE 1 0.9 - 3.16 17.6 3.1
EL 17.8 17.4 12.7 16.68 194.5 20.4
ES 69.5 77.2 - 5.77 118.3 35.4
FI 2.1 1.9 . 0.83 72.4 1.7
FR 39.4 37.4 : 1.57 112.8 16.8
HR 6.3 5.5 - 11.01 78.4 8.7
HU 7.2 5.8 - 3.77 76.8 21.7
IE 1 0.9 - 0.23 55.4 12
IT 68.9 69 122.6 10.79 150.3 42.1
LT 2.2 2.1 - 4.02 43.7 6.1
LU 0.1 0.1 . 0.11 24.5 0.1
LV 2 1.8 - 5.56 43.6 4.3
MT 03 03 - 2.15 56.3 08
NL 6 47 - 0.55 52.4 13
PL 23.9 22.6 11.5 6.16 53.8 72.2
PT 13.9 15.6 2.7 7.86 125.5 22.5
RO 14.2 12.1 14.9 12.15 48.9 29.2
SE 33 3.2 - 0.61 36.3 3.1
SK 6.3 6 - 6.52 62.2 12.4
SL 1.8 15 0.7 4.77 74.5 3.1
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ANNEX 1: TABLES

Table 4: Social challenges (Social Scoreboard 2020)

SOCIAL SCOREBOARD BELGIUM CROATIA
INDICATORS

Early school leavers from On average
education and training
(% population aged 18-24)

Youth NEET On average To watch

(% of population aged 15-24)

Weak but improving

Gender employment gap On average On average
Income quintile ratio (S80/S20) On average To watch Weak but improving
At risk of poverty or social On average To watch To watch To watch

exclusion (in %)

Employment rate To watch
(% of population aged 20-64)

Unemployment rate On average
(% active population aged 15-74)

Weak but improving

Long-term unemployment On average
(% active population aged 15-74)

Weak but improving

GDHI per capita growth To watch

Net earnings of a full-time single
worker earning average wage

To watch On average To watch

Impact of social transfer To watch To watch
other than pensions on
poverty reduction

Children aged less than 3 years To watch
in formal childcare

On average

Self-reported unmet need for On average On average On average
medical care

Individuals’ level of digital skills On average N/N On average
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SOCIAL SCOREBOARD SLOVAKIA ESTONIA LATVIA PORTUGAL
INDICATORS

Early school leavers from
education and training
(% population aged 18-24)

Youth NEET
(% of population aged 15-24)

Gender employment gap

Income quintile ratio (S80/S20)

At risk of poverty or social
exclusion (in %)

Employment rate
(% of population aged 20-64)

Unemployment rate
(% active population aged 15-74)

Long-term unemployment
(% active population aged 15-74)

GDHI per capita growth

Net earnings of a full-time single
worker earning average wage

Impact of social transfer
other than pensions on
poverty reduction

Children aged less than 3 years
in formal childcare

Self-reported unmet need for
medical care

Individuals’ level of digital skills

On average

On average

On average

Good but to monitor

Better than average

On average

On average

On average

Better than average

Critical situation

Better than average

Weak but improving

On average

On average

To watch

To watch

Better than average

On average

To watch

Best performers

On average

Better than average

Better than average

Weak but improving

To watch

On average

Critical situation

On average

On average

Better than average

Best performers

Critical situation

Critical situation

Better than average

On average

On average

Better than average

Weak but improving

Critical situation

On average

Critical situation

Critical situation

Source: Authors’ own elaboration based on 2020 Country Reports

To watch

On average

Better than average

Better than average

On average

Better than average

Better than average

Better than average

On average

To watch

To watch

Better than average

On average

On average
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ANNEX 2: ANALYTICAL SUMMARY
OF COUNTRY CASE STUDIES

BELGIUM

Ownership and ambition

- With multiple (CSRs) unaddressed and

severe criticism from the Commission
on a lack of detail in the plan, the level
of ambition is comparatively low.

Ownership of the plan is comparatively
high, considering the strong
involvement of regional actors.

Involvement of domestic stakeholders
in the drafting process

- Given the federal structure of government

and strong institutional arrangements for
social partnership, the Belgian plan stands
out in terms of stakeholder involvement.

Negotiations with the Commission

- With the plan following the federal coalition

agreement, negotiations focused mostly
on coherence of the regional subplans and
streamlining the plan to focus on priorities.

Some evidence that the Commission has also
steered the plan’s substantive direction, such as
ensuring that childcare investment in Wallonia
is targeted at the most disadvantaged regions.

Centralisation of authority and decision-making
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- While not a major shift in governance, the

(RRF) structure pushes Belgium to behave
more as a unitary actor, whereas regions
would prefer a tailor-made approach.

Leveraging milestones and targets

Evidence in the Belgian case on the leveraging
of milestones is weaker than in other

cases, although interviewees note that the
process has become more centralised and
salient than the European Semester.

Stakeholder exclusion as a source of
implementation problems

- The Belgian case does not show stakeholder
exclusion as a source of implementation
problems.

Monitoring and assessing milestones and targets

Belgian actors see the rigidity of the
procedure as a major issue, hampering
implementation and demotivating the
setting of ambitious targets in the future.

Belgian actors also consider that bureaucratic
overload in the procedure makes it risky

for small enterprises or non-governmental
organisations to respond to calls for

tenders, thus hampering implementation.

- A sensitive case concerns pension reform,
where the Commission has had to walk a
tightrope in terms of putting pressure on Belgium
to ensure financial sustainability in line with
national commitments, while not intervening too
forcefully, as its role is viewed with suspicion
and used politically by opponents of reform.

Revisability of commitments

Belgium has had the largest relative drop in
funding of all member states, which together
with inflation has led to a 24% cut in funding,
leading to tough internal negotiations between
the federal level and regions on how to reduce
the scope of investment projects, whilst
maintaining the level of ambition of the reforms.

Belgium has announced its intention to request
a further €1 billion in RRF loan support.
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CROATIA

Ownership and ambition

- Croatia is one of the biggest recipients of RRF
funding in relative terms. This is reflected in
the level of ambition of the plan, which covers

almost all CSRs and policy areas and is expected

to have a lasting impact on resilience.

- The Croatian plan also has an ambitious
social investment agenda.

Involvement of domestic stakeholders

- While Croatia stuck to formal requirements
of stakeholder inclusion, the quality of
their involvement in the drafting phase
was low, as reflected in criticism in the
Commission’s assessment of the plan.

- Strong criticism by opposition parties of a
lack of information sharing by government
and substantive involvement by parliament .

Negotiations with the Commission

- The Commission’s role in shaping and
steering the Croatian plan has been
substantial, with a strong push on its level
of ambition and internal coherence.

- Croatia maintained certain red lines, such
as an increase of the statutory retirement
age, which had previously been rejected
in a referendum; instead, the government
had to show which measures it would take
to boost the effective retirement age.

Centralisation of authority and decision-making

- The RRF has strongly enhanced discipline and

efficiency within the administration to make sure

every part of the government delivers promised
measures on time and rallies around priorities.

Leveraging milestones and targets

- The RRF creates a strong level of pressure to

deliver on plan commitments, also for external
actors, such as parliament and social partners.

- The RRF is seen as a public accountability

mechanism, making it clear to all what
has to be delivered and when.

Stakeholder exclusion as a source of
implementation problems

- An example of implementation problems

because of stakeholder exclusion is in the
reform of water services, where municipalities
were not sufficiently involved in the drafting
phase and protested to the Constitutional
Court based on procedural inadequacies.

In other cases, such as the labour law
reform, social partners were fully involved

in implementation and considered that they
were able to make substantial contributions.

Monitoring milestones and targets

Less evidence than in other country cases
of administrative burdens and rigidity in
monitoring as implementation obstacles.

Instead, evidence of flexibility on the side of
the Commission, for example, in assessing
implementation of the minimum wage
reform, where Croatia deviated from the
agreed milestone to leave more space

for bargaining by social partners.

Revisability of commitments

Despite receiving a reduction in the overall grant,
Croatia decided to maintain the level of ambition
both for the reforms and on the investment side.

Croatia has announced its intention to
request a further €3.6 billion in RRF loans.
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ANNEX 2: ANALYTICAL SUMMARY

OF COUNTRY CASE STUDIES

ESTONIA

Ownership and ambition

- The initially approved version of the RRP

centred on an ambitious investment in
a hospital in the capital city of Tallinn,
costing around one third of the plan.

Due to cost inflation, the project has been
replaced with a smaller hospital in another
town and is currently under review.

Besides the revised hospital project, national
ownership is also low due to the number

of far-reaching social reforms requested

by the Commission, for which there is
limited domestic political support.

Involvement of domestic stakeholders

- The Estonian RRP was largely formulated

in a “top-down” fashion, while incorporating
key elements of “Estonia 2035", a
national development strategy.

- Consultation with social partners in the

drafting of the plan was limited.

Role of the Commission

- While accepting the government’s determination

to build the Tallinn hospital (see above), the
Commission pushed for a number of social
reforms, financed from the national budget.

Most prominently, these reforms concerned
long-term care and social insurance.

Impact on domestic policy-making
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- There has been centralisation of authority

and decision-making within the national
government, particularly, the Ministry of
Finance and the State Shared Service Centre.

Leveraging the milestones and targets

- Although the Estonian authorities were
initially reluctant to include tax-financed
social reforms in the plan, they have, to some
extent, used this conditionality to address
long-standing reform vulnerabilities.

Stakeholder exclusion as a source of
implementation problems

- There is no evidence that stakeholder exclusion
has led to implementation problems.

Monitoring and assessing milestones and targets

Estonian authorities have complained
about the rigidity of the RRF procedures,
which impedes implementation.

Revisability of commitments

Estonia experienced unexpected difficulties in
the implementation of planned investments,
due to high price inflation of up to 25%.

- The main challenge has been to demonstrate
sufficient evidence supporting modification
proposals, as requested by the Commission.

Estonia has not requested any RRF loans.
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ITALY

Ownership and ambition

- The Italian plan is by far the largest in the EU in
absolute terms, including both grants and loans,
as well as complementary national resources.

- Italy approached the RRF as a “now or never
opportunity” to implement investments and
reforms that had been blocked by lack of
adequate funding or political obstacles.

- The plan includes substantial social
investments, but does not address all
social CSRs, notably on extension of the
social safety net to precarious workers.

- The Draghi government, which took over
from Conte Il, doubled the number of
reforms, with a particular focus on public
administration, justice and competition.

Leveraging milestones and targets

Central government officials consciously

use RRF commitments to push forward the
implementation of investment projects through
bureaucracy, and see milestones and targets as
a useful tool for ensuring that municipalities and
local authorities can get things done on time.

Stakeholder exclusion as a source of
implementation problems

Lack of involvement of local authorities in the
design of plans to expand infrastructure for
early child education and care services, coupled
with strict public procurement rules and the
inability to finance recurrent personnel costs
under RRF rules, have led to low rates of project
submission and tendering delays, especially
among smaller municipalities in the south.

Involvement of domestic stakeholders

in the drafting process
Monitoring and assessing milestones and targets

- Drafting of the plan was highly centralised
in the Ministry of Economics and Finance
and the Prime Minister’s office.

- There was some consultation of social
partners, civil society, municipalities and
regional authorities in the drafting of the
plan, but their substantive involvement and
impact on its contents was very limited.

Negotiations with the Commission

- The Commission pressed the Italian
administration to enhance the strategic
coherence of the plan, justify their
investment choices, and increase the
number and detail of proposed reforms.

+ The Commission did not insist that Italy
address the full set of CSRs, accepting, for
example, the argument that a major reform
of the taxation system would require an
extended prior political and social debate.

Centralisation of authority and decision-making

- Coordination of the plan’s implementation is
highly centralised in a Steering Committee
(Cabina di Regia) chaired by the prime minister.

- The Commission was given the opportunity

to review and comment on draft legislation
before it was submitted to parliament.

Few complaints about problems in the
assessment process, though some officials
saw the formulation of the milestones and
targets as being disconnected from the
substantive content of investment projects.

Revisability of commitments

Italian officials emphasise the difficulty
of sticking to predetermined milestones
and targets for complex multiyear reform
plans and innovative investments, the
design of which may need to be revised
during the implementation process.

Italy has indicated its intention to apply
for additional RRF loan funds.
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ANNEX 2: ANALYTICAL SUMMARY

OF COUNTRY CASE STUDIES

LATVIA

Ownership and ambition

- The plan falls short of promising next-

level change and instead focuses on
marginal improvements, in line with
established policy directions.

Due to weak support for the social and health
reforms requested by the Commission, the
plan has relatively low domestic ownership.

Involvement of domestic stakeholders
in the drafting process

- Due to low involvement in the final stages

of the drafting process, social partners
have remained highly critical of the plan.

Negotiations with the Commission

By leveraging the RRF’s performance-based
financing, the Commission was able to secure
one social and several health reforms in the
RRP, but with mixed ambition and bindingness.

By pushing for progressive social and health
measures, the Commission has modestly
empowered the Ministries of Welfare and Health.

Impact on domestic policy-making
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- Authority and decision-making have been

centralised within the government.

Leveraging milestones and targets

- There is no evidence that the Latvian
authorities have sought to leverage
the milestones and targets.

Stakeholder exclusion as a source of
implementation problems

Reform of remote teaching in schools
has been delayed, due to a lack of
consultation with the municipalities and
unions in the RRP drafting phase.

Monitoring and assessing milestones and targets

Latvian authorities have complained
about the rigidity of the procedures,
which impedes implementation.

- The Latvian case provides evidence that setting
deliberately loose targets in building health
infrastructure can improve implementability.

Revisability of commitments

- Due to high price inflation (up to 24%) since
the Russian invasion of Ukraine, Latvia has
experienced unexpected difficulties in the
implementation of planned investments.

- The main challenge has been to demonstrate
sufficient evidence supporting modification
proposals, as requested by the Commission.

Latvia has not requested any RRF loans.
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PORTUGAL

Ownership and ambition Leveraging the milestones and targets
- Portugal stands out for a particularly * Encouraged by the Commission, the
ambitious and socially oriented plan, socialist government used the RRF
with almost half of expenditure devoted conditionality to effectively push through
to various social commitments. the liberalisation of regulated professions,

) ) ) the most controversial reform in the RRP.
- Ownership of the plan is very high, due to an

inclusive drafting process and the governing

coalition’s focus on reversing the social damage Stakeholder exclusion as a source of
caused by austerity and public underinvestment. implementation problems

- There is no evidence that stakeholder exclusion

Involvement of domestic stakeholders has led to implementation problems.
in the drafting process

- Based on an earlier national recoveryand Monitoring and assessing milestones and targets
development plan, the RRP was formulated with N o
relatively high involvement of social actors, who + Portuguese authorities see the rigidity of
were repeatedly consulted on the draft plans. the procedures as a major issue, hampering

implementation and demotivating the
setting of ambitious targets in the future.

Negotiations with the Commission

- The RRP negotiations were relatively smooth, Revisability of commitments
due to the overlapping priorities between the
socialist government and the Commission. The - Due to high levels of inflation, rising prices
main conflict in the negotiations regarded the of raw materials, and labour shortages,
investment in constructing the Pisdo Dam. Portugal has faced significant difficulties in

implementing its infrastructure-heavy RRP.

- To meet these challenges, the government has

Impact on domestic policy-making tried to scale down the projects, replace them
- In contrast to the dominant trend elsewhere with alternative ones and has unsuccessfully
of centralisation of authority in the requested to postpone the target deadline.
government, representatives of social - Portugal has announced its intention to request
partners and key civil society figures up to an additional €11.5 billion in RRF loans.

participate in the monitoring of the RRP.
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ANNEX 2: ANALYTICAL SUMMARY
OF COUNTRY CASE STUDIES

SLOVAKIA

Ownership and ambition

- The newly elected government sought
to make maximum use of the RRF, by
including a wide array of investments
and particularly reforms in the RRP.

- The plan is seen as contributing significantly
to economic growth, employment
creation and CSR implementation.

Involvement of domestic stakeholders

- Slovakia organised an online consultation and
roundtables on the plan, but social partners have
mostly been left disappointed with the quality
of their involvement, while there has been little
substantive debate in parliament on its priorities.

Negotiations with the Commission

- Given the high level of ambition in the plan,
negotiations with the Commission primarily
concerned ensuring adequate detail for proposals
and streamlining it to focus on priorities.

Centralisation of authority and decision-making

- A new central body has been created to oversee
the plan and to overcome implementation
obstacles. This body sometimes even takes
over tasks from other ministries, thus leading
to strong centralisation tendencies.
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Leveraging milestones and targets

- The RRF is considered to have strongly enhanced
leverage of the government to introduce reforms.
The link of a reform to the RRP is also a key
argument in parliament when passing certain
reforms, while transparency of the process
creates pressure from media and the public
for the delivery of milestones and targets.

- Leverage has diminished with the
fall of the government, creating more
difficulty in getting reforms passed.

Stakeholder exclusion as a source of
implementation problems

- Trade unions excluded from the design of
the 2022 pension reform have continued
to oppose the resulting measure.

Monitoring milestones and targets

- Slovak actors consider the reporting
requirements and administrative load as a major
obstacle in the RRF, which is not productive and
saps ownership throughout the administration.

Revisability of commitments

- The reduction of the total amount of the RRF
grant led to long and difficult renegotiations
with the Commission to try to maintain
the balance and ambition of the plan. This
renegotiation led to delays in implementation.
The costs of investments rose by €2 billion,
plus a reduction in the grant of €300 million.

- Slovakia has so far not requested any RRF loans.
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SPAIN

Ownership and ambition Centralisation of authority and decision-making

Involvement of the autonomous regional
communities throughout has been more
intense than in the drafting phase, with
numerous regular meetings of sectoral
conferences and working groups.

- The Spanish RRP is characterised by a very high
level of national ownership and ambition. The
plan was seen by the socialist-led government
as an historic opportunity to compensate for the
social damage caused by austerity and public
underinvestment during and after the euro crisis.

- The plan addresses all social CSRs and includes
major reforms of the labour market to promote
transitions from temporary to permanent jobs,
pensions to enhance adequacy and raise the
effective age of retirement, and long-term care.

Leveraging milestones and targets

- While Spanish government officials support the
performance-based financing system of the
RRF as a commitment device, they place less
emphasis on the leverage provided by external
constraints than on the national ownership
created by the plan itself in supplying traction
for the passage of ambitious reforms.

Involvement of domestic stakeholders

- The design of the plan was a “choral
exercise” within government, in which line
ministries were asked to submit projects
for consideration by the lead team.

Stakeholder exclusion as a source of
implementation problems
- Regions and social partners were consulted,

though some regions did not feel sufficiently
involved on certain issues, such as childcare.

Regions that were not deeply involved in

the design of key investment projects,
implementation of which they are responsible,
such as childcare services, may renounce the
creation of envisaged places in coming years due

Negotiations with the Commission to the lack of funds for future maintenance costs.

- The Commission allowed Spain to leave open
the provisions of key reforms, such as the labour
market and pensions to leave scope for social
dialogue, while specifying their objectives and
the direction of the measures to be taken.

Monitoring milestones and targets

Spanish officials complain that the Commission
is becoming more rigid and bureaucratic in its

- The Commission pressed Spain to balance
the reduction of temporary employment
with the maintenance of labour market
mobility, as requested by the CSR, rather
than completely abrogating the 2012 reform
introduced by the previous conservative
government, as preferred by Podemos, the
junior partner in the government coalition.

- On pensions, the Commission accepted
the indexation of benefits to prices and
decoupling of their initial level from life
expectancy alongside a package of active
ageing measures aimed at increasing
employment rates among older workers.

- The Commission encouraged the Spanish
authorities to reduce and streamline the
number of milestones and targets to
enhance the plan’s implementabilty.

assessments, especially since the criticism

of its approval of the first Spanish payment
request by the European Court of Auditors,

and that, as a result, the RRF is mutating from
a performance-based instrument towards a
cost certification programme like the structural
funds, without the flexibility of the latter.

Revisability of commitments

Spain has announced its intention to request
an additional €84 billion in RRF loans.
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ANNEX 3: LIST OF INTERVIEWEES

BELGIUM

BE-GOV1

BE-GOV2

BE-GOV3

BE-GOV4

BE-GOV5

BE-GOV6

National Government

National Government

National Government

National Government

National Government

Regional Government

Political official

Political official

Regional government

Ministry of Pensions and Social Integration

Ministry of Pensions and Social Integration

Regional Government

CROATIA

13-12-2022

13-12-2022/17-01-2023

05-01-2023

24-01-2023

24-01-2023

09-02-2023

HR-GOV1

HR-GOV2

HR-GOV3

HR-GOV4

HR-SOCPART1

HR-SOCPART2

HR-EXP1

HR-EXP2

National Government

National Government

National Government

National Government

Social Partner

Social Partner

Expert

Expert

Ministry official

Ministry of Labour and Social Affairs

Ministry official

Ministry official

Trade Union

Employer Organization

Independent Expert

Independent Expert

ESTONIA

22-04-2022

22-04-2022

08-11-2022

08-12-2022

02-11-2022

07-11-2022

12-01-2023

01-11-2022
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EE-GOV1

EE-GOV2

EE-GOV3

EE-GOV4

EE-GOV5

EE-GOV6

EE-GOV7

EE-GOV8

National Government

National Government

National Government

National Government

National Government

National Government

National Government

National Government

Permanent Representation

Ministry of Social Affairs

Ministry of Finance

Ministry of Finance

Ministry of Finance

National Support Services Centre

National Support Services Centre

Ministry of Social Affairs

14-10-2021

12-10-2021

21-09-2022

7-10-2021

18-10-2022

21-10-2022

21-10-2022

20-12-2022
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IT-GOV1 National government Ministry official 01-05-2023
LV-GOV1 National Government Ministry of Finance 20-10-2022
LV-GOV2 National Government Ministry of Welfare 6-10-2021
LV-GOV3 National Government Ministry of Welfare 27-10-2022
LV-GOV4 National Government Ministry of Welfare 27-10-2022
LV-GOVS National Government Ministry of Health 25-11-2022
NL-GOV1 National Government Ministry of Finance 01-06-2022
PT-GOV1 National government Ministry of Finance 18-10-20222
PT-GOV2 National Government Ministry of Finance 13-12-2022
PT-GOV3 National Government National official 29-11-2022

ES-GOV1 National Government Ministry official 01-05-2023

SLOVAKIA
SK-GOV1 National government RRF Implementing Authority 25-11-2022
SK-GOV2 National government RRF Implementing Authority 25-11-2022/17-01-2023
SK-GOV3 National government RRF Implementing Authority 25-11-2022
SK-POL1 Politician Member of Parliament 03-01-2023
SK-SOCPART1 Social Partner Trade Union 16-12-2022
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ANNEX 3: LIST OF INTERVIEWEES

EUROPEAN COMMISSION

EU1

EU2

EU3

EU4

EUS

EU6

EU7

EU8

EU9

EU10

EU11

EU12

EU13

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

Commission

02-05-2022

31-01-2023

27-01-2023

27-01-2023

20-12-2022

20-12-2022

15-11-2022

25-01-2023

25-01-2023

20-03-2023

29-03-2023

30-05-2022

11-05-2022

EUROPEAN COMMISSION
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This study assesses the effectiveness and legitimacy of the Recovery Resilience Facility
(RRF) design, by analysing its practical functioning during the drafting, implementation
and monitoring of the National Recovery and Resilience Plans (NRRPs) in eight member
states (Belgium, Croatia, Estonia, Italy, Latvia, Portugal, Slovakia and Spain). More
specifically, it looks at the extent to which governments took ownership of the plans, the
inclusivity of their drafting and the role of the Commission in steering the process. On
implementation and monitoring, the authors assess how RRF governance has affected
domestic policy-making; what obstacles have arisen in the implementation process
and how monitoring by the Commission works in practice, with particular attention
to its interpretive flexibility and administrative load. The study is based on extensive
documentary analysis and supporting interviews with key officials involved in drafting,
implementing and monitoring the plans.

Whereas the Commission has assessed all plans as contributing sufficiently to
addressing a significant subset of CSRs, we observe significant differences in their levels
of ambition. In addition, stakeholder involvement in drafting the plans has been generally
low, both on the side of local and regional authorities and in terms of social partners and
civil society. The most visible and widespread effect of the RRPs, common across all
member states covered in this study, has been reinforcing the centralisation of authority
and decision-making within national governments, although with some national variety.

The Commission's role in the monitoring phase is perhaps even greater than during
the drafting of plans, as it must assess whether milestones and targets are sufficiently
fulfilled to warrant payment. At the same time, the Commission's internal assessment
capacity is limited. The authors found that this has resulted in two key issues when
it comes to monitoring implementation. In addition to our critical assessment of the
limited realisation of the performance-based promise of the RRF in implementation
practice, the authors also point to a number of principled doubts about the feasibility
of maintaining fixed milestones and targets over a six-year period, as envisaged in
the RRF governance design.

The conclusion identifies some strengths and weaknesses of the RRF's governance and
suggests some recommendations to be incorporated into the governance design of any
successor to the RRF itself, as well as to any future similar EU funding instrument.
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