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Policy Brief

The Commission’s proposal for National and Regional Partnership Plans 
(NRPPs) could offer a fresh start for the EU’s cohesion policy after 2028. 
Given the mixed results and implementation difficulties of current 
cohesion instruments, the reform ambition is welcomed. However, 
some shortcomings of the proposal need to be addressed. In particular, 
the proposed regional allocation relies too narrowly on the category 
of less developed regions defined by regional GDP levels. This approach 
overlooks emerging and future regional divergences and allows too much 
national leeway. This Policy Brief therefore proposes a broader category 
of challenged regions that accounts not only for regional prosperity but 
also for development traps and regional vulnerabilities arising from 
demographic change and the green transition.
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Introduction

The European Commission’s proposal for the EU budget after 2028 could mark a turning point 
for the EU’s cohesion policy. Social, economic, and territorial cohesion has been supported for 
decades through long-established instruments, such as the European Social Fund, the European 
Regional Development Fund, and the Cohesion Fund. The importance of cohesion policy is also 
evident in financial terms, with roughly a third of the total current EU budget devoted to it. Now 
the EU Commission proposes fundamental changes: the National and Regional Partnership Plans 
(NRPP) would consolidate several existing funds under a single plan, cut available spending and 
reshape a well-established governance structure.

The record of the current cohesion policy funds underscores the need to break new ground. While 
upward convergence is visible in many economic and social indicators, the actual effects of co-
hesion policy remain equivocal. Newly emerging regional gaps are poorly addressed by current 
cohesion spending and are likely to widen as structural transitions accelerate. Implementation 
challenges including very slow absorption rates further hamper the policy’s impact.

The Commission’s proposal is a promising starting point but needs strengthening on several 
fronts. A key element is the plan to grant member states much greater flexibility in how they 
allocate funds across regions. Under the new system, member states would have to reserve spen-
ding for less-developed regions with a GDP per capita below 75% of the EU average income. Be-
yond that, however, they would gain considerable discretion over how to distribute the remaining 
funds within their national plans.

The narrow focus on less-developed regions does not reflect the reality of Europe’s cohesion 
challenges. By relying solely on EU-wide GDP as a yardstick, the Commission’s proposal overlooks 
widening disparities within countries. It is also blind to emerging divides linked to the green tran-
sition and demographic change. Moreover, the new system would effectively abandon EU-level 
regional steering for a large group of member states: eleven countries have no regions below the 
75% GDP threshold and would therefore receive EU funds without any conditions on where those 
resources should be spent.

To fix this, negotiators should broaden the definition of ‘challenged regions’ in the new frame-
work. Put simply, a larger share of NRPP funds should be reserved not only for regions below the 
EU-wide GDP benchmark, but also for those lagging behind their national peers or facing struc-
tural challenges linked to the green transition and demographic change. Expanding the category 
in this way would offer a pragmatic path to safeguard the new flexibility while also ensuring that 
the NRPPs genuinely support regions most in need.

Cohesion policy’s mixed record calls for reform

Cohesion policy has long been the cornerstone of EU support for lagging regions. At its core, laid 
down in Article 174 TFEU, the policy seeks to promote harmonious development by reducing so-
cial, economic, and territorial disparities across the Union. And indeed, the EU emphasises in its 
9th Cohesion Report that economic differences have narrowed steadily since the EU’s major en-
largement in 2004, with the new member states raising their average per capita GDP from just 
over half of the EU mean to almost four-fifths by 2023. While it remains unclear how much of this 
progress can be directly attributed to cohesion spending, these EU funds remain a vital source of 
public investment in many member states. To take the example of Bulgaria, EU cohesion funds 
make up around 2% of annual GDP in its current budget cycle. While some studies have found 
GDP multipliers below 1, others suggest that each euro invested yields almost three euros in addi-
tional GDP over 30 years. Upward convergence of the most disadvantaged regions is also visible in 

https://eur-lex.europa.eu/eli/treaty/tfeu_2008/art_174/oj/eng
https://ec.europa.eu/regional_policy/sources/reports/cohesion9/9CR_Report_FINAL.pdf
https://economy-finance.ec.europa.eu/document/download/a517f04a-1817-48e1-b9c1-0f2f3e1e7173_en?filename=BG_CR_SWD_2025_202_1_EN_autre_document_travail_service_part1_v4.pdf
https://documents1.worldbank.org/curated/en/099454401092494983/pdf/IDU18f59eeba1cf4714b7a190091fb9ef0cc9001.pdf
https://ec.europa.eu/regional_policy/sources/work/rhomolo-impact-2014-2020.pdf
https://ec.europa.eu/regional_policy/sources/reports/cohesion9/9CR_Report_FINAL.pdf
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many social indicators. In less developed regions, the average unemployment rate fell about eight 
percentage points from 2013 to 2022, a reduction even larger than in more developed regions.

Box 1 – How today’s cohesion policy works

EU cohesion policy runs in seven-year cycles, aligned with the EU’s long-term budget. The 
2021–2027 period has a budget of about €379bn, topped up by €41bn from the NextGe-
neration EU package, mainly through the REACT-EU instrument. These funds are channel-
led through the European Regional Development Fund (ERDF), the Cohesion Fund (CF), the 
European Social Fund Plus (ESF+), and the Just Transition Fund (JTF). The ERDF covers 60% of 
the regular cohesion policy budget for 2021–2027, followed by the ESF+ with 25% (see also 
Figure 3).

The core aim of EU cohesion policy has always been to reduce regional disparities. For 2021–
2027, this goal is being pursued through the policy objectives of a more competitive and 
smarter, greener, more connected, more social and citizen-focused Europe, and enhanced 
territorial cooperation (Interreg objective). 

The distribution of ESF+ and ERDF monies is based mainly on relative regional GDP levels: 
less developed regions receive the largest share, but transition and more developed regions 
also benefit. Only countries with a gross national income per capita below 90% of the EU-27 
average qualify for the CF. The JTF specifically targets places most affected by the shift to a 
climate-neutral economy. The implementation in shared management is guided by broader 
partnership agreements between the Commission and member states. As part of these ag-
reements, member states decide whether the more specific programmes are managed at 
the national or regional level, or a mix of both. Designated authorities then carry them out.

However, these positive developments should not conceal serious shortcomings of the EU’s 
current cohesion policy. Challenges in implementation severely limit the policy’s effectiveness. 
Weak regional capacities, such as limited administrative capabilities and political instability, can 
prevent cohesion spending from being fully and effectively absorbed (e.g., Santos, Conte, Molica 
2024; Hansum 2025). An incomplete use of funds but also a predominant focus on expenditure 
deadlines often undermines their potential. As a result, the impact of cohesion policy varies wide-
ly across the bloc and can even exacerbate existing regional disparities (e.g., Di Caro, Fratesi 2021).

Blind spots in the current regional distribution of cohesion spending undermine its core objective 
of reducing disparities in territorial development. While convergence across member states has 
progressed, regional polarisation within many countries is increasing. The established allocation 
of EU cohesion funds – based on a region’s GDP measured against an EU benchmark – overlooks 
these more nuanced dynamics. This shortcoming is particularly evident in wealthier countries 
where regions that remain above the GDP cut-off miss out on extra cohesion support. However, 
particularly in more affluent member states such as France, an increasing number of regions find 
themselves caught in ‘development traps’, unable to sustain their economic dynamism in terms 
of income, productivity, and employment while also lagging behind national and EU GDP growth 
(Figure 1; e.g., Diemer, Iammarino, Rodríguez-Pose, Storper 2022). In practice, economic growth 
and improved social conditions are often concentrated in urban regions, leaving the population in 
rural and remote areas with fewer opportunities. For example, adults in urban areas are twice as 
likely to participate in formal education and training as those living in more rural regions (Euro-
stat).

https://ec.europa.eu/regional_policy/sources/reports/cohesion9/9CR_Report_FINAL.pdf
https://ec.europa.eu/regional_policy/sources/reports/cohesion9/9CR_Report_FINAL.pdf
https://op.europa.eu/en/publication-detail/-/publication/edbd59cd-4ce0-11f0-a9d0-01aa75ed71a1/language-en
https://onlinelibrary.wiley.com/doi/full/10.1111/jcms.13640
https://onlinelibrary.wiley.com/doi/full/10.1111/jcms.13640
https://www.tandfonline.com/doi/full/10.1080/13597566.2025.2485052
https://onlinelibrary.wiley.com/doi/10.1111/jors.12566
https://doi.org/10.1080/00130095.2022.2080655
https://doi.org/10.2908/TRNG_AES_105
https://doi.org/10.2908/TRNG_AES_105
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With major structural changes looming, distributing cohesion spending effectively will become 
an even greater challenge. Crucially, opportunities and risks associated with the green transition 
and demographic changes are unevenly spread across regions. For instance, while some rural 
areas are gaining from renewable energy production, fossil fuel-dependent regions risk job losses 
and painful restructuring (as argued in a recent JDC Policy Paper and shown in Figure 2). Countries 
and regions also vary greatly in their demographic outlook. For some countries, the EU estimates 
a decline of over 20% of the population of working age by 2040. Regions with significant ageing, 
and those affected by high outward migration, face talent shortages that can put severe strains 
on the economy. However, as with development traps, regions facing the greatest risks from de-
carbonisation and shrinking populations are often not those prioritised in the allocation system 
of today’s cohesion policy.

A far-reaching Commission proposal for the next funding period

Given the current (and foreseeable) shortcomings of cohesion policy, several high-level reports, 
including those from Mario Draghi and Enrico Letta, have already been calling for reform. In the 
context of an ambitious proposal of the next Multiannual Financial Framework (MFF) 2028–2034 
(analysed in detail in a recent JDC Policy Brief), the Commission takes up the thread and pitches 
substantial changes for cohesion policy, particularly when it comes to governance and regional 
allocation.

Cohesion spending is folded into an encompassing fund. The Commission proposal merges 14 
previously separate funds covering cohesion, agriculture, and migration (alongside other smaller 
programmes under shared management) into a single €771bn (in 2025 prices) ‘European Fund for 
economic, social and territorial cohesion, agriculture and rural, fisheries and maritime, prosperity 
and security’ – shortened to ‘the Fund’. Alongside a directly managed Facility for Union-led initia-
tives and crises (€64bn), the bulk of this fund would be spent through 27 National and Regional 
Partnership Plans in shared management. Additionally, loans to the tune of €150bn through the 
new ‘Catalyst Europe’ scheme are available for implementing the NRP plans.

Regional growth of GDP per head compared with 
the EU and member states, annual average, 2001–
2021. Source: 9th Cohesion Report, based on ARDE-
CO data. 

Labour Market Absorption Index. Aggregate index 
of equally well-paid jobs outside emission-intensive 
sectors; data from a recent JDC Policy Paper. 

Figure 1 Figure 2

https://www.delorscentre.eu/en/publications/detail/publication/navigating-emission-intensive-sectors
https://ec.europa.eu/regional_policy/sources/reports/cohesion9/9CR_Report_FINAL.pdf
https://www.delorscentre.eu/en/publications/detail/publication/ripe-for-reform-whats-in-the-eu-budget-proposal
https://commission.europa.eu/publications/european-fund-economic-social-and-territorial-cohesion-agriculture-and-rural-fisheries-and-maritime_en
https://ec.europa.eu/regional_policy/sources/reports/cohesion9/9CR_Report_FINAL.pdf
https://www.delorscentre.eu/en/publications/detail/publication/navigating-emission-intensive-sectors


Figure 3

Comparison between cohesion policy in the MFFs for 2021–2027 and for 2028–2034 (in 2025 prices).

The suggested governance of the NRPPs provides ample national legroom for choosing priorities. 
National governments would be responsible for drafting each one NRPP and, following assess-
ment by the Commission and approval by the Council, implementing it. The NRPPs replace pre-
vious stand-alone fund-specific programmes, including those currently managed at the regional 
level in some member states. National governments largely decide what to fund. They can all-
ocate their NRPP envelope not only to cohesion goals but also to areas like agriculture, migration, 
and security. Earmarking is also streamlined: 38% of the NRPPs must go towards direct income 
support for farmers, 14% to social objectives, and 43% to climate- and environment-related goals. 
Overall, cohesion, fisheries, rural communities, and tourism plus Interreg will receive around 15% 
less funding in real terms in 2028–2034 than in 2021–2027. This gap will widen if member states 
divert more NRPP funds to farmers, migration, or security. Merging overlapping programmes and 
giving more scope for tailoring measures to the national context could increase efficiency. On the 
flipside, however, greater discretion over allocation risks capture by powerful interests, while cen-
tralised negotiations may sideline regional and local actors and priorities. 

Moreover, a performance-based governance approach is introduced, clearly drawing on the Reco-
very and Resilience Facility (RFF). Member states would set reform and investment goals in their 
NRPPs, taking into account recommendations in the European Semester and other EU guideli-
nes. Instead of the current cost-based approach, funding would be disbursed to member states 
once agreed investment targets and milestones are met. Payments could also be suspended for 
violations of the rule of law or fundamental rights. The RRF blueprint shows both the approach’s 
promises and its limits, with success hinging on many details like clear milestones and rigorous 
evaluation. If the Commission successfully addresses these issues, the shift to a performance-ba-
sed approach could refocus attention from merely spending funds on time to delivering tangible 
results and advancing broader EU priorities.

The suggested NRPPs change not only governance, but also how funds are distributed. A new, 
simplified key allocates national NRPP budgets. However, since gross national income (GNI) per 
capita is kept as a main distribution criterion as in today’s cohesion policy, the resulting distribu-
tion remains close to the status quo (illustrated also in a JDC Policy Brief). 

But changes are more far-reaching when it comes to the regional distribution. National minimum 
allocations only remain for the category of less developed regions with a per capita GDP below 
75% of the EU average (Figure 5). These regions are guaranteed at least €218bn, about 9% less in 
real terms compared to what they receive in the current cohesion spending.
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At the same time, fixed shares are no longer assigned to transition, more developed, or outer-
most regions. And territories most affected by the progress towards climate neutrality also no 
longer receive dedicated funding. This marks a shift from 2021–2027, during which the newly 
established Just Transition Fund (JTF) provided targeted support to areas heavily dependent on 
fossil fuels or with industries emitting high levels of greenhouse gases (Figure 4). By contrast, 
once the minimum funding amount for less developed regions has been met, the Commission’s 
NRPP proposal leaves all further regional allocations at the national discretion.

								      
								      

The problem with the lack of regional steering

The Commission’s ambitious reform proposal offers a long-awaited chance to move beyond the 
current standstill in cohesion policy. Yet, some shortcomings need to be addressed, particularly 
an overly narrow and short-sighted understanding of regional divergences and diluted territorial 
steering.

The focus on less developed regions fails to acknowledge an increasingly complex picture of re-
gional disparities. Earmarking (that is, reserving) part of the NRP plans’ budget for regions with 
a per capita GDP below 75% of the EU average ensures that the areas with the lowest levels of 
economic prosperity in the bloc receive a substantial share. However, assessing economic per-
formance solely against an EU benchmark overlooks the increasing polarisation between regions 
within member states. This especially holds true for more affluent member states where a rising 
number of regions in ‘development traps’ are struggling to maintain economic dynamism, even 
though their GDP exceeds the 75% threshold (Figure 1; e.g., Diemer, Iammarino, Rodríguez-Pose, 
Storper 2022). This territorial polarisation also has political consequences, as it has been found to 
fuel Euroscepticism. However, cohesion spending for the regions concerned could help counter 
this trend, as the funds tend to foster satisfaction with the European Union.

The suggested region category also lacks a more future-oriented, dynamic dimension. European 
regions face diverging structural challenges and opportunities, including those arising from the 
green transition and demographic changes. These structural changes affect regions very diffe-
rently: some areas benefit from renewables and green jobs while others are grappling with job 

Region categories 2021–2027 for ERDF, ESF+, and 
JTF. 

Proposed less developed regions 2028–2034 in the 
NRP plans. Source: Eurostat GDP data.

Figure 4 Figure 5

https://doi.org/10.1080/00130095.2022.2080655
https://doi.org/10.1080/00130095.2022.2080655
https://www.tandfonline.com/doi/full/10.1080/00130095.2024.2337657#abstract
https://www.ifw-kiel.de/de/publikationen/paying-off-populism-eu-regionalpolitik-verringert-unterstuetzung-populistischer-parteien-32733/
https://www.cedefop.europa.eu/en/publications/4206
https://www.oecd.org/en/publications/regional-industrial-transitions-to-climate-neutrality_35247cc7-en.html
https://doi.org/10.2908/TGS00006
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losses in emission-intensive industries, shrinking workforces and talent gaps. This illustrative list 
shows how regional development depends on multiple and volatile factors. Relying exclusively on 
today’s GDP and discontinuing targeted instruments like the JTF would forfeit the chance to take 
preventive action amid accelerating structural shifts. A modernised form of cohesion spending 
could also help maintain public backing for the EU’s strategic priorities – support for the green 
transition, for example, has been shown to weaken where its costs are borne unevenly. 

With the proposed, pared-down requirements, the EU would have insufficient control over the 
territorial targeting of cohesion spending. This is especially evident in member states made up 
entirely of transition or more developed regions, which would not be subject to any earmarked 
distribution under the current Commission proposal. Eleven member states (up from two today) 
would effectively be left without any territorial steering, giving them full discretion over the regi-
onal distribution of their NRPP budget. This is risky, as domestic political or sectoral interests could 
override considerations of regional development. This is particularly relevant given the greater 
flexibility for member states in terms of content, which, if used primarily for policy priorities like 
competitiveness, could further disadvantage lagging regions.

Towards an updated regional distribution of cohesion spending

The Commission’s proposed regional NRPP distribution should be revised to more effectively ad-
dress within-country polarisation, anticipate broader structural shifts, and safeguard adequate 
EU steering. Achieving this requires moving beyond the proposed single category of less deve-
loped regions which relies solely on a simple GDP-based comparison. Instead, a broader set of 
factors should determine a region’s eligibility for earmarked funding.

Numerous potential indicators have been discussed, covering challenges linked to, for instance, 
decelerating economic growth, the green and digital transition, migration, or a region’s proximity 
to sensitive borders. But there is a trade-off between more granular categorisation and preserving 
feasibility and clarity. A further tension arises between detailed territorial assessments – like tho-
se currently undertaken for the JTF – which risk politicisation, and transparent formulas, which 
may fail to capture regional complexities. The approach put forward in this Policy Brief aims to 
strike this balance with a new single category based on a broader set of indicators. It should be 
seen as one pragmatic option among several viable ways to refine the Commission’s proposal.

This Policy Brief proposes an expanded category of ‘challenged regions’ for the territorial allocati-
on in the NRP plans for 2028–2034. The category of less developed regions would be replaced and 
its minimum financial envelope adapted accordingly. Challenged regions would be those with 
a relatively poor economic position, but also those in socio-economic, green, and demographic 
development traps.

Four factors seem especially relevant for current and potential regional disparities, as consistently 
noted in recent key assessments, including the report of the high-level group on the future of 
cohesion policy. First, targeting regions with the lowest per capita GDP across the EU maintains 
the classic cohesion logic of upward convergence, Second, acknowledging lagging regions within 
individual member states addresses the issue of internal polarisation. Third, regional allocation 
should take into account regional risks arising from decarbonization. And finally, future place-
based policies must take demographic dynamics into account, as population ageing and decline 
increasingly shape regional socio-economic prospects. In practice, using available data and thres-
holds that ensure a sensible number of eligible regions, challenged regions could, for instance, be 
defined as follows:

https://www.oecd.org/en/publications/regional-industrial-transitions-to-climate-neutrality_35247cc7-en.html
https://www.oecd.org/en/publications/regional-industrial-transitions-to-climate-neutrality_35247cc7-en.html
https://www.oecd.org/content/dam/oecd/en/publications/reports/2025/05/shrinking-smartly-and-sustainably_f94497c0/f91693e3-en.pdf
https://op.europa.eu/en/publication-detail/-/publication/680d6391-2142-11ee-94cb-01aa75ed71a1/language-en
https://doi.org/10.1080/09644016.2022.2075155
https://www.europarl.europa.eu/RegData/etudes/STUD/2024/762854/EPRS_STU%282024%29762854_EN.pdf?utm_source=chatgpt.com
https://op.europa.eu/en/publication-detail/-/publication/c6e97287-cee3-11ee-b9d9-01aa75ed71a1/language-en
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•	 Less developed regions have a per capita GDP below 75% of the EU-27 average, measured in 
purchasing power standards 2021–2023. 

•	 Regions in development traps are underperforming in terms of growth in their per capita GDP 
and in terms of productivity and employment. Focusing on within-country divergence, a re-
gion qualifies if it has remained below 35% of the respective national average over the prece-
ding ten years. 

•	 Regions in green structural traps face particularly high socio-economic risks to decarbonisa-
tion, considering regional reliance on energy jobs, fossil fuel-production sectors, and differen-
ces in sensitivity and adaptative capacity. Regions with a risk index above 40% qualify (further 
details in Box 2).

•	 Regions in a demographic structural trap have a shrinking working-age population and a ter-
tiary education take-up that lags behind the EU average (further details in Box 2). Such regi-
ons experience declining competitiveness, limiting their potential for economic growth.

Box 2 – Methodology for defining green and demographic structural traps

•	 Green structural trap: The CINTRAN project’s socio-economic risk index combines ha-
zard, exposure, and vulnerability indicators. Hazard is the projected change in fossil fuel-
production activity by 2050, exposure is the 2015 share of energy jobs, and vulnerability 
reflects sensitivity (unemployment, GDP, income) and adaptive capacity (investment, 
competitiveness, ageing population). Together, these dimensions capture regional risks 
from the green energy transition on a 0-100% range.

•	 Demographic structural trap: Building on the approach taken in the 9th Cohesion Re-
port for measuring regional talent potential, a region qualifies if the annual average re-
duction in the population aged 25–64 was greater than 7.5 per 1000 between 2019 and 
2023; the share of the population aged 25–64 with tertiary education was below the 
EU average in 2023; and the share of the population aged 25–64 with tertiary education 
increased by less than the EU average between 2019 and 2023. 

A broader targeting of regions should be matched by a larger reserved budget. In the Commis-
sion’s proposal, 87 less developed regions receive around 28% of the NRP plans’ budget, corre-
sponding to their share of the EU population. Under the new definition, 123 challenged regions 
(Figures 6 and 7) would account for 45% of the population. Hence, a sensible budgetary envelope 
would be 45% of the NRP plans – around €314bn – for challenged regions. Given that many regi-
ons face multiple challenges, this figure should be viewed as a floor rather than a ceiling. Alter-
natively, additional earmarking could ensure that multiply affected regions receive more funding, 
albeit at the expense of greater complexity and reduced national discretion.

https://energy-industry-geolab.jrc.ec.europa.eu/
https://ec.europa.eu/regional_policy/sources/reports/cohesion9/9CR_Report_FINAL.pdf
https://ec.europa.eu/regional_policy/sources/reports/cohesion9/9CR_Report_FINAL.pdf


9/10

Importantly, this more broad-ranging EU-wide earmarking does not alter the overall envelope 
allocated to each member state. Some member states would consist almost entirely of eligible 
regions, as is already the case under the current Commission approach. While this naturally limits 
territorial steering within these countries, it shows that the 43% EU-wide earmark still leaves 
ample room for national discretion. This holds especially as national governments retain broad 
leeway over how funds are used within each region. In this context of greater flexibility, the higher 
and more nuanced earmarking ensures that a commensurate share of the National and Regional 
Partnership Plans serves lagging regions. 

Outlook

The Multiannual Financial Framework 2028–2034 offers a rare opportunity for cohesion policy to 
overcome inertia and implement much needed reforms. The upcoming negotiations should focus 
on improving the proposal now on the table. In this spirit, the regional distribution of funds in the 
National and Regional Partnership Plans needs to be refined. This Policy Brief proposes moving 
beyond the narrow definition of less developed regions toward a broader concept of challenged 
regions that acknowledges socio-economic, green and demographic structural risks. By tackling 
both current and future regional divergences, this approach ensures that spending effectively ad-
vances cohesion policy’s core mission of upward convergence and equal opportunities across the 
Union. Such fine-tuning of the current Commission proposal ensures that cohesion policy rises to 
the challenges of the decades ahead.

Proposed category of challenged regions (1). Data 
from Eurostat. 

Proposed category of challenged regions (2). Data 
from the CINTRAN project and Eurostat. For HR02, 
HR05, HR06, PT19, PT1A, PT1B, PT1C, PT1D no data 
is available for the green risk index.

Figure 6 Figure 7

https://hertieschool-my.sharepoint.com/personal/r_hansum_hertie-school_org/Documents/Documents/Cohesion/Policy brief/CINTRAN project.
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