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Modernising Cohesion Policy in light of Current and Future Geopolitical Challenges"An effective cohesion policy - implemented in a balanced way across the EU - has always been, and will continue to be, a key condition for the success of the Single Market."
— Enrico Letta, in his report “Much more than a market” (April, 2024)
"Cohesion policies will need to be re-focused on areas such as education, transport, housing, digital connectivity, and planning, which can increase the attractiveness of a range of different cities and regions." 
— Mario Draghi, in his report “The future of European competitiveness” (September, 2024)

Introduction
Over several decades, the cohesion policy of the European Union (EU) has played a significant role in reducing regional disparities, supporting socio-economic development and resilience, and contributed to different stages of European integration. Article 174 of the Treaty on the Functioning of the European Union (TFEU) sets out the Union’s goal of strengthening economic, social and territorial cohesion to promote balanced and harmonious development.
Cohesion policy has brought many benefits to Member States and regions as well as citizens and businesses across our Union. Cohesion policy post-2027 will undergo significant changes and needs to modernise in order to play a central role in the EU’s response to current and future geopolitical challenges. Now is the opportunity to rethink the future of cohesion policy and optimise its application, so that it can become a more future-oriented investment strategy that drives inclusive growth throughout the EU.
Recent geopolitical developments across Europe and beyond have shown that our Union, our interests and our values face mounting pressure. Now more than ever, a strong and modernised cohesion policy is key in stimulating regional and local sustainable growth in line with EU objectives, and contributing to EU competitiveness and the just transition. We must connect cohesion’s long-term vision to Europe’s strategic ambitions with the appropriate budget, so that it can continue delivering for all regions, with a particular focus on supporting less developed areas and leaving no one behind. 


Cohesion policy as a driver of competitiveness
As cohesion policy evolves beyond 2027, we must embrace this opportunity to secure its continued success. Enrico Letta has emphasised that cohesion policy is not separate from the Single Market but an essential pillar of its success. It is a key driver of convergence, resilience, and competitiveness, safeguarding Europe’s unity and ensuring shared prosperity. For example, in Central and Eastern Europe as a whole, income per head increased from 52% of the EU average in 2004 to nearly 80% today and the unemployment rate dropped from 13% to 4% (Ninth Report on Economic, Social and Territorial Cohesion). 
Mario Draghi has also underscored the importance of long-term investment as opposed to short-term fixes, and cohesion policy embodies this principle by strengthening economic and social cohesion across the EU. Furthermore, the OECD confirms that cohesion and competitiveness are mutually reinforcing objectives, emphasising that effective regional policies must be place-based, proactive, and flexible (Centre for Entrepreneurship, SMEs, Regions and Cities, 2025).
Cohesion policy is not a passive redistribution mechanism, but a strategic investment tool that strengthens Europe’s economic foundations and sovereignty. European funds allocated to cohesion policy, namely the European Regional Development Fund (ERDF), the Cohesion Fund (CF) the European Social Fund Plus (ESF+), and the Just Transition Fund (JTF) directly support EU priorities, including digital and green transitions, regional economic resilience, and strategic autonomy. 
However, some regions still lack basic infrastructure and many grapple with critical issues such as outdated or non-existent water supply and sewerage systems, a lack of internet connectivity or poor transport and healthcare infrastructure. These deficiencies are particularly pronounced in rural areas, where underinvestment has compounded demographic decline and limited participation in the digital and green transitions. Moreover, divergent national and regional regulatory frameworks still fragment the Single Market, hamper the enjoyment of EU citizenship rights, and create disproportionate burdens in cross-border regions, which cover 40% of the Union territory. Addressing these challenges is fundamental to ensuring public health, environmental sustainability, preparedness and resilience and overall quality of life. We also need to address them so that regions can go on to contribute to broader strategic goals, bridging regional disparities and fuelling optimism for, and confidence in EU policies at a time when a strong and united EU is more crucial than ever.
Cohesion policy must prioritise essential needs, ensuring that no region is left behind in the pursuit of long-term economic and social progress and convergence. European Commission findings show that regions trapped in economic stagnation experience higher support for Eurosceptic parties, with prolonged stagnation intensifying this trend (The geography of EU discontent and the regional development trap, 2023). To address this, we should connect cohesion’s long-term vision to Europe’s strategic ambitions supported by the appropriate budget.
Competitiveness is a key strategic goal for the EU, and its meaning and approach must be tailored to each region’s unique strengths and challenges. Building competitiveness requires a bottom-up approach leveraging regional assets, such as a favourable climate and natural resources for renewable energy, such as offshore wind and wave energy that is connected to grid infrastructure, a strong defence industry, or a thriving IT sector, while also addressing obstacles to growth, for example a lack of affordable housing or public transport options. Removing development barriers is essential to unlocking each region’s full potential.
Cohesion policy in a divisive geopolitical situation
Defence, strategic autonomy, and resilience are increasingly important priorities for the EU. Europe has encountered urgent and complex challenges due to Russia's war of aggression against Ukraine. This unprecedented act has shaken the geopolitical arena, and its impact has been felt across the EU. Where relevant, and on the basis of regional needs and demands, cohesion policy could contribute to defence and security as well as civilian safety and resilience infrastructure, while remaining true to its core mission of reducing economic, social, and territorial disparities, including for outermost, cross-border, island and sparsely populated regions. 
In addition to the specific European funds for defence, cohesion policy funds can, on a voluntary basis, play a valuable role for European defence and civil preparedness and for the creation of high quality jobs in the local defence industries. Supporting defence through military mobility, dual-use infrastructure or strengthening defence industries in less developed regions will reinforce regional development and economic resilience. This should be in line with cohesion policy funds primary purpose of reducing regional disparities, as diverting funds away from this primary purpose and the regions that it was allocated to risks weakening public trust and deepening economic imbalances. Furthermore, diverting already allocated cohesion policy funds to short-term crisis responses risks undermining European cohesion and long-term competitiveness. As the challenges the European Union faces grow larger, so should the Union’s mandate and its budget, including to provide for increased defence spending. At the same time, we need to reassess existing funds in order to increase efficiency, prevent fragmentation and avoid duplication of spending. 
The new geopolitical challenges and the European unification strategies make the cross-border regional and macro-regional strategies even more important, namely for the gradual integration of candidate countries to the Union programmes and to the Single Market. Therefore, cross-border dynamics should be taken into account in the upcoming proposals on cohesion policy and in the next multiannual financial framework (MFF).
At a time when global powers like Russia, China, and even the United States under the Trump administration seek to divide Europe, cohesion policy is more vital than ever. As one of the most visible symbols of European solidarity, it demonstrates that the EU delivers tangible benefits to its citizens. Weakening it would risk widening inequalities, vulnerabilities, deepening regional discontent, and undermining European unity.
We need to modernise cohesion policy to align with Europe's strategic goals, simplify it for final beneficiaries, while ensuring we retain the targeted funds to effectively deliver for citizens, and strengthen the EU's anti-fraud infrastructure. An in depth reassessment of funding policy is essential to eliminate inefficiencies. To achieve this, Member States must be held accountable for fund management based on clear, measurable outcomes. A stronger, more efficient cohesion policy is not just about regional fairness, it is essential for securing Europe’s unity, resilience, strategic autonomy, and global competitiveness in an increasingly unstable world.
Regions to remain at the heart of regional policy 
In line with the political guidelines of European Commission President Ursula von der Leyen, regions and local actors will remain at the centre of our work. The principles of shared management, direct access, partnership, and the place-based approach should lay the foundations for cohesion policy and be safeguarded against centralisation, which poses significant risks to the fair and effective allocation of funds. As seen in Hungary, excessive national centralisation has allowed national governments to politically direct EU resources rather than distributing them based on need. The OECD emphasises that strong multi-level governance arrangements are essential to ensuring that public investment is effective, preventing misuse of funds, and supporting balanced regional development.  Therefore, we want to avoid excessive centralisation and ensure that regions remain key players throughout the entire process, from design to delivery. 
Regions need to remain at the centre of Europe’s just transition towards sustainability, using the Just Transition Fund. Cohesion policy must continue to drive climate action, through investment in sustainable, clean energy production, and the improvement of grid connectivity. Moreover, it should support economic diversification, and ensure reskilling in areas heavily dependent on fossil fuels or greenhouse gas-intensive industries. It should also continue to foster investment in small and medium-sized enterprises, research, innovation and clean energy. In addition, cohesion policy must more directly address the needs of island and peripheral regions, which face underinvestment in transport, energy infrastructure, and public services due to their geographic remoteness.
We must address the structural challenges that have hindered absorption in the current MFF, so that we can ensure an accelerated absorption rate of cohesion policy funds in the next MFF. Although the absorption of European funds typically increases over the budget cycle, this period faced exceptional obstacles, including the late adoption of the MFF and implementing acts, the COVID-19 pandemic, the use of Recovery and Resilience Facility (RRF) grants over cohesion policy instruments, high inflation following the Russian invasion of Ukraine and a lack of administrative capacity to manage the implementation of both the MFF and the RRF. 

To prevent late absorption and ensure effective fund utilisation, crisis readiness and capacity building must be reinforced. At the same time, European funding should be more closely aligned with the EU’s strategic goals, drawing inspiration from good practices in the RRF, ensuring that regions remain key players throughout the entire process, from design to delivery. Moreover, further decentralisation and a mechanism for direct funding to local and regional authorities with corresponding accountability mechanisms are necessary to maximise the impact of cohesion policy, ensuring it continues to fulfil its core mission of strengthening the economic, social and territorial cohesion of the Union and reducing the disparities between our regions.
Furthermore, regions, taxpayers and final beneficiaries should be shielded effectively against corruption and fraudulent use of European funds. Instead of weakening cohesion policy, the EU must continue to strengthen enforcement mechanisms to ensure that funds serve their intended purpose and do not fall into the wrong hands. To this end, robust monitoring and evaluation mechanisms are essential to ensure transparency, accountability and tangible outcomes. The role of the European Anti-Fraud Office (OLAF), and especially the European Public Prosecutor’s Office (EPPO) is crucial here. At the same time, it is essential to distinguish between fraud and in most cases, unintentional errors when assessing error rates. In the next MFF, audit and control mechanisms must be adjusted to clearly differentiate between non-intentional errors (or omissions) and fraudulent activities and errors must be addressed so that they can be avoided in the future. Although very effective already, the EPPO faces several difficulties in its current mandate, such as a lack of capacity and a lack of clarity over its competences compared to the competences of national authorities. Therefore, the EPPO Regulation has to be revised and strengthened urgently.
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The solution is not to dismantle or weaken cohesion policy but to modernise it so that it aligns with Europe’s strategic ambitions. Renew Europe proposes:
Smarter, simplified, and more accessible cohesion policy funding 
Enhancing direct involvement of local and regional levels according to the principles of shared management and further decentralisation to maximise impact and create opportunities for a positive agenda, focusing on European strategic priorities, fostering growth, competitiveness, and energy security through a just transition in lagging regions, ensuring no one is left behind in the EU’s journey towards greater strategic autonomy and resilience.
Maintaining the cohesion policy funds priority on investments in the less developed regions of our Union, adopting a results-based approach, leveraging the use of simplified cost options and aligning local economic growth with the Union’s strategic goals can accelerate implementation and enhance performance tracking.
Full compliance with the European code of conduct on partnership, ensuring that Member States work closely with and consult social and economic partners, NGOs and other relevant stakeholders in the programming and implementation of cohesion policy funds.
Streamlined application procedures and simplification for cohesion policy funds and programmes by cutting unnecessary bureaucracy and administrative burden for final beneficiaries and introducing targeted deregulation where appropriate. 
In this context, strengthening enforcement mechanisms and results assessment is essential to ensure that funds serve their intended purpose and do not fall into the wrong hands, reinforcing trust and accountability in cohesion policy, while ensuring targeted funds effectively deliver for the regions that need them. 
Closer cooperation between managing authorities and final beneficiaries so that final beneficiaries are supported when availing of cohesion policy funds, especially for larger more complex projects, thereby improving absorption levels and avoiding unintentional errors from arising.
Strong alignment with EU strategic priorities 
Developing a suitable environment for industries and investments to flourish, while ensuring that infrastructure is developed and communities are built, enabling people to have the right to stay in their regions, contributing to economic development and global competitiveness of the EU as a whole.
Creating greater flexibility for cohesion policy funds to support, on a voluntary basis, European defence and civil preparedness via projects that foster local economic growth as well as reduce disparities and vulnerabilities, to ensure greater scalability of the defence industry and a more resilient Union as a whole. 
To counteract rising anti-European sentiment and political disengagement, cohesion policy projects should deliver their results more efficiently and be supported by clear messaging to increase public confidence in a future with economic prospects, reliable public services and better quality of life. 
Furthermore, the tangible success and visibility of cohesion policy on the ground should translate into real, everyday benefits for EU citizens and residents. This, in turn, will foster a stronger sense of belonging, trust, and support for the broader EU integration project.
Investment must ensure that Europe’s transport and energy networks, particularly in outermost, cross-border, island and sparsely populated regions, are climate-resilient and capable of withstanding future environmental challenges.
Safeguarding EU fundamental principles and values
The rule of law principle is an overarching conditionality that ensures that Union resources are used in a fair and responsible manner with sound financial management. We must therefore ensure full enforcement of the rule of law conditionality in the current MFF and further enhance it in the future MFF.
The link between smart conditionality and cohesion policy should be strengthened to close existing loopholes. This requires continuous monitoring of compliance of Member States with the rule of law and a simplification of the procedure for triggering the conditionality mechanism. 
Improved inter-institutional coordination and the establishment of a thorough annual review process are needed, to systematically assess whether the suspension of certain funds is warranted in the event of a serious and persistent breach of the rule of law.
Fundamental rights, democratic principles and gender equality must be respected in the design and implementation of cohesion policy programmes. 
Strengthened support to EU border regions, in particular along the eastern border 
The effects of the war in Ukraine have been especially pronounced in EU Member States bordering the aggressor countries, as well as those neighbouring Ukraine. Therefore, particular attention must be given to those regions bordering Russia, Belarus, and Ukraine, by focusing on building security and resilience, including by promoting cross-border regional programmes. 
In parallel, deeper engagement with candidate countries, including Ukraine, Moldova, and the Western Balkans, should be prioritised as part of the broader EU integration process. Given the current geopolitical challenges, this should be a more prominent priority.
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