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Monetary (re-)distribution effects of FP7

The EU Framework Programme is (essentially) financed by contributions from the Member States,
which in turn receive back the vast majority of the FP funds through the financial support to
research institutions or firms. Although the net distribution effects of this process are of some
political relevance, very little is known on these effects (at least in public...). For the sake of
transparency, this paper tries to shed some light on the issue — and presents some astonishing
findings...

Intro®

Research programmes are intended to strengthen the knowledge base, develop human capital,
increase the international competitiveness, support the development of new goods and services,
and provide evidence for designing better public policy. These are also some of the explicit and
implicit key objectives of the EU Framework Programmes.

This paper is deliberately not touching on these very important key dimensions. Instead, the
intention of this paper is to look at the (basically unintended) monetary distribution effects of the
Framework Programme, notably the direct distribution effects between Member States. FP7 was
never meant to be a policy tool for monetary re-distribution, but nevertheless it is of some
importance to get an idea on the size and directions of these effects.

Within the EU budget, the Framework Programme for Research is in a rather singular situation, as
two totally different approaches are used to define the relative shares of the Member States:

! This document is an updated version of THINK Piece 3/2014.
Whereas the previous document covered FP7 funding up to 2013, this paper provides an analysis of the full FP7
funding period up to 2014. At the same time, data on the EU budget 2014 were used, mainly to allow the inclusion
of Croatia in the analysis.
These changes led to some changes in detail, but did not alter the fundamental features of the analysis.




- For the spending on the Framework Programme (“money out”), funds are coming from the
overall EU budget, for which the national contributions are essentially based on economic
strength and political bargaining (the most significant example for this is the “British rebate”).
The distribution of the financial burden is thus essentially the result of a political negotiation
process.

- For the income from the Framework Programme (“money in”), funds are mainly coming
through co-financed research projects. The selection is based on a scientific peer-review
system, aiming at identifying the proposals of highest scientific quality. The distribution of
funds is therefore based on the judgement of independent experts — and entirely outside any
political influence.

Against this background it is not surprising at all that the two distributional approaches lead on
balance to diverging results — and such differences are therefore not per se “bad” or “unfair”.

Data

For the subsequent analysis, three datasets were used (The complete data and calculations are
presented in the Table at the end of this paper):

- For the spending on FP7 (“money out”), the assumption is made that the financing of the FP
budget by Member States follows the same pattern as the financing of the overall EU budget.
Since the real expenditure on FP projects is linked to the “life time” of the supported projects
and will thus cover a period from 2007 up to 2019 or even later, it appears justifiable to use
the EU budget for 2014 as reference point — assuming that differences for the previous years
and the yet unknown changes in the subsequent years are likely to roughly level out. The
figures used refer to the “total own resources” per Member State, which are the “final” figures
after all calculations for rebates and adjustments have been made.

- For the income from FP7 (“money in”), the “Seventh FP7 Monitoring Report” provides a kind
of “provisionally final” data on the distribution of funding across Member States for projects
registered up to October 2014. The data are accurate per se, but they are to a certain extent
incomplete, as notably information on projects from Joint Technology Initiatives is not
included. Since the data used cover roughly 75% of the total expected FP7 expenditure, they
can be regarded as a very robust base for analysis.

- Given the huge differences in the size of Member States, population figures from Eurostat for
2013 are used to complement absolute figures with calculations “per capita”.

For the sake of simplicity, the subsequent analysis is exclusively focused on spending and income
related to the 28 Member States — making it a “zero sum game”. The funding of project partners
from associated states or third countries is therefore not included here, nor are the contributions
from associated countries taken into account. These limitations are however of limited impact, as
roughly 90% of the FP funding goes to project partners in Member States.

Spending on FP7 (“Money out”)

The table at the end of this paper presents in column 6 the “total own resources” per Member
State for the EU budget 2014. Column 7 shows the percentage share per country, with Germany
and France in the lead, contributing 21.3 % and 16.3% respectively to the EU budget.
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In column 8 these percentage shares are used to calculate the “virtual” financial contribution per
Member State to the total FP7 funding (on project partners in Member States). As mentioned
above, this calculation assumes that all FP7 funding is financed by the budget for 2014, whereas in
reality the budgets for the years from 2007 to 2019 will be involved. Since, however, the
percentage figures for the contribution to the EU budget are largely stable over time, this
simplification seems justifiable in order to get rough results well before the year 2020...

Box 1 presents the amount of spending on FP7 per capita as shown in column 9. Whereas
Luxembourg, Denmark, Belgium, Sweden and the Netherlands spent each more than 120€ per
capita, the corresponding amounts for Bulgaria and Romania are around or below 20€.

Box 1:
Estimate on spending on FP7 ("money out") per
capita (2007 - 2014) - based on 2014 budget

LU-Luxembourg
DK-Denmark
BE-Belgium
SE-Sweden
NL-Netherlands
FI-Finland
AT-Austria
DE-Germany
FR-France
IE-Ireland
IT-ltaly

ES-Spain
UK-United Kingdom
SI-Slovenia
CY-Cyprus
MT-Malta
EL-Greece
PT-Portugal
EE-Estonia
CZ-Czech Republic
SK-Slovakia
LT-Lithuania
LV-Latvia
PL-Poland
HR-Croatia
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Income from FP7 (“money in”)

The table presents in column 3 the amount of FP7 funding going to research organisations or firms
from the different Member States. The total financial support across the 28 Member States
amounts for the period 2007 to 2014 to almost 37.3 billion €. Column 4 shows the percentage
share per country, with Germany and the United Kingdom in the lead with shares of 18.7% and
16.1% respectively.

May-be more revealing is a breakdown of the income from FP7 per capita, as presented in column
5 and illustrated in Box 2. While the Netherlands, Denmark, Sweden, Finland and Belgium assured
over the period from 2007 to 2014 a total income from FP7 per capita of above 150€, these
returns per capita were less than 15€ for Romania, Poland, Bulgaria and Slovakia. Somewhat
surprisingly, the income from FP7 per capita is higher for Ireland than for the United Kingdom, and
Austria is well ahead of Germany.

Box 2:
Income from FP7 ("money in") per capita (2007 -
2014)
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Net monetary distribution effects

The most interesting part of this analysis is now the direct comparison between the spending on
FP7 and the income from FP7.

In the table, column 10 presents the difference in absolute amounts per Member State, whereas
column 11 shows the difference as percentage figures. Colum 12 indicates for all Member States
what amount is received by FP7 projects for one € financial contribution. Finally, column 13 shows
the net results on a per capita basis.

Box 3 (based on column 10) illustrates the position of each Member States in terms of absolute
amounts. The most significant distribution effects can be observed for the United Kingdom with a
“surplus” of almost 1.9 Billion €, followed by the Netherlands with almost 0.9 Billion €. At the
other end of the table, France shows a “deficit” of 1.4 Billion €, followed by Italy with 1.1 Billion €
and Germany with almost 1 Billion €.

Box 3:
Estimate on net distributional effect of FP7 (2007
- 2014) ("money in - money out")
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Besides these countries at the extreme ends of the scale, it seems worth being noted that Greece
performs remarkably well with a net surplus of 430 million €. Spain, although a net contributor
rather than beneficiary, does however remarkably better than for example Italy or France. Poland
is finally by far the highest net contributor from the “New Member States”, with a net position of
almost - 750 million €.

Box 4 (based on column 12) illustrates the relative “success” of Member States in FP7 by indicating
what amount of FP7 funding they receive for every € spent on the FP7 budget.

Box 4:
Estimate on income received from FP7 funding
for every € spent on FP7 Budget (2007 - 2014)
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Surprisingly Greece is the country coming out with the highest return ratio, receiving almost 1.90 €
for every € spent on the FP budget. Cyprus, Estonia, Finland and the Netherlands also generated a
return of over 1.50 € per € invested. At the other end of the scale, Slovakia, Poland, and Romania
received less than 40 cents out of FP7 for every € spent.

Beyond the absolute figures it is also worth being noted that the group of best performing
Member States receives roughly a return per € spent which is four times higher than the one for
the group at the end of the scale.

Finally, Box 5 (based on column 13) looks again at the situation per capita, estimating the net
distributional effects of FP7 for each inhabitant of the Member States.

Box 5:
Estimate on net distributional effects of FP7 per
capita (2007 - 2014) ("money in - money out")
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FP7 generated per head of population net gains in the order of 60 € for the Netherlands and
Finland. For Greece, Denmark, Cyprus and Sweden, this surplus is still above 35 €.

At the opposite end, every Luxembourger made a net contribution of over 100 € to FP7, whereas
for France, Slovakia, Poland and Italy this figure is around 20 €.

Some first conclusions

The calculations presented in this paper invite for a wide range of reflections. The following very
first conclusions are just meant as starting points for future debates:

The FP7 project database CORDA provides very powerful data, which are so far heavily
underused by the scientific community and professional analysts. This is illustrated by the
comparatively simple calculations provided in this paper, which lead to a number of
unprecedented data on the FP7 distribution effects. More sophisticated analytical work will
generate even more impressive insights.

The distribution effects of FP7 - in absolute numbers, as percentage figures or on a per capita
basis - are far from being negligible. This is per se neither good nor bad, since these effects
result from the use of two completely different distribution procedures, which both can’t claim
to be universally adequate. The size of the divergences, however, means that the issue
requires a constant monitoring and probably some more profound analysis.

Over recent years, the political focus of the debate has been on the adequate role of the “New
Member States” in FP7. While the analysis presented here confirms that most “EU-12"
countries do actually contribute more money to FP7 than they receive back, it is important to
note that this is not a uniform pattern across all “New Member States”.

Somewhat amazingly, the massive “deficits” incurred by both France and Italy have so far not
been the subject of any political discussions. With a total amount of over 2.5 billion €, the
“manque a gagner” of these two countries is in absolute terms far bigger than the “deficits”
observed for the “New Member States” taken together.

As a country which received massive public attention over recent years, it is worth being
highlighted that Greece does remarkably well in terms of FP7 returns with a net surplus of over
430 Million €.

Analysing research policy on the basis of monetary flows only is by no means adequate. On the
other hand, the calculations presented in this paper might indicate some issues which go well
beyond the pure monetary analysis. For instance, the figures presented in Box 2 on the income
from FP7 per capita illustrate that the independent selection process by peer review of
proposals leads to an extremely uneven distribution among the Member States. There is in fact
a difference by a factor bigger than 25 for the income from FP7 per capita for Romania on the
one hand and the Netherlands on the other. Such differences can be partially explained by
wage levels, but they do also hint at rather substantial differences in the depth of the research
potential and the scientific quality. This might be seen as a somewhat alarming indication that
the preconditions for a true European Research Area might actually not yet been met.




With regard to the current efforts to strengthen the policy dimension of European Research, it
seems important to bear in mind that the important distributional effects shown in this paper are
likely to limit the overall acceptance and credibility of additional efforts. On the basis of the
analysis presented here, one would expect that European Research Policy will be confronted in the
future with much more pertinent questions from some Member States.
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Column 1 2 3 4 5 6 7 8 9 10 11 12 13
Member State Population 2013 | FP7 Funding Funding FP7 EU Budget Contribution | FP7 Contribution FP7 contribution | Difference Difference between | Amount of Difference
Received 2007 - % Funding Contribution 2014 % based on Budget based on Budget | between FP7 FP7 Funding FP7 Funding between FP7
2014 received 2014 2014 per capita Funding received and received per 1 | Funding received
per capita received and contribution to FP7 | € contribution | and contribution
2007 - 2014 contribution to budget, in % to FP7 budget | to FP7 budget
FP7 budget per capita
AT-Austria 8.451.860 1.114.900.000 € 2,99 131,91 € 3.088.554.659 € 2,31 859.733.371 € 101,72 € 255.166.629 € 0,68 1,30 € 30,19 €
BE-Belgium 11.161.642 1.806.300.000 € 4,84 161,83 € 5.310.773.706 € 3,96 1.478.312.637 € 132,45 € 327.987.363 € 0,88 1,22 € 29,39 €
BG-Bulgaria 7.284.552 95.200.000 € 0,26 13,07 € 449.735.841 € 0,34 125.188.949 € 17,19 € -29.988.949 € -0,08 0,76 € 4,12 €
CY-Cyprus 865.878 78.900.000 € 0,21 91,12 € 163.770.830 € 0,12 45.587.423 € 52,65 € 33.312.577 € 0,09 1,73 € 38,47 €
CZ-Czech Republic 10.516.125 249.300.000 € 0,67 23,71€ 1.520.209.442 € 1,13 423.167.123 € 4024 €| -173.867.123 € -0,47 0,59 € -16,53 €
DE-Germany 80.523.746 6.967.400.000 € 18,68 86,53 € 28.473.165.376 € 21,25 7.925.820.704 € 98,43 € | -958.420.704 € -2,57 0,88 € -11,90 €
DK-Denmark 5.602.628 978.200.000 € 2,62 174,60 € 2.732.187.956 € 2,04 760.534.756 € 135,75 € 217.665.244 € 0,58 1,29€ 38,85€
EE-Estonia 1.320.174 90.200.000 € 0,24 68,32 € 198.198.918 € 0,15 55.170.862 € 41,79 € 35.029.138 € 0,09 1,63 € 26,53 €
EL-Greece 11.062.508 924.000.000 € 2,48 83,53 € 1.771.378.187 € 1,32 493.082.723 € 44,57 € 430.917.277 € 1,16 1,87 € 38,95 €
ES-Spain 46.727.890 2.947.900.000 € 7,91 63,09 € 10.869.895.817 € 8,11 3.025.755.801 € 64,75 € -77.855.801 € -0,21 097 € -1,67 €
FI-Finland 5.426.674 898.100.000 € 2,41 165,50 € 2.093.020.734 € 1,56 582.615.485 € 107,36 € 315.484.515 € 0,85 1,54 € 58,14 €
FR-France 65.578.819 4.653.700.000 € 12,48 70,96 € 21.796.155.175 € 16,27 6.067.201.018 € 92,52 € | -1.413.501.018 € -3,79 0,77 € -21,55€
HR-Croatia 4.262.140 74.200.000 € 0,20 17,41 € 456.314.443 € 0,34 127.020.175 € 29,80 € -52.820.175 € -0,14 0,58 € -12,39€
HU-Hungary 9.908.798 278.900.000 € 0,75 28,15 € 1.006.195.924 € 0,75 280.085.771 € 28,27 € -1.185.771 € 0,00 1,00 € -0,12€
|E-Ireland 4.591.087 533.000.000 € 1,43 116,09 € 1.524.368.151 € 1,14 424.324.745 € 92,42 € 108.675.255 € 0,29 1,26 € 23,67 €
IT-ltaly 59.685.227 3.457.100.000 € 9,27 57,92 € 16.371.495.428 € 12,22 4.557.186.941 € 76,35 € | -1.100.086.941 € -2,95 0,76 € -18,43 €
LT-Lithuania 2.971.905 55.100.000 € 0,15 18,54 € 381.424.598 € 0,28 106.173.758 € 35,73 € -51.073.758 € -0,14 0,52 € -17,19€
LU-Luxembourg 537.039 39.800.000 € 0,11 7411 € 337.942.134 € 0,25 94.069.933 € 175,16 € -54.269.933 € -0,15 042¢€ -101,05 €
LV-Latvia 2.023.825 40.700.000 € 0,11 20,11 € 247.600.402 € 0,18 68.922.312 € 34,06 € -28.222.312 € -0,08 0,59 € -13,95 €
MT-Malta 421.364 18.600.000 € 0,05 44,14 € 74.660.424 € 0,06 20.782.555 € 49,32 € -2.182.555 € -0,01 0,89 € -5,18 €
NL-Netherlands 16.779.575 3.152.500.000 € 8,45 187,88 € 7.453.426.997 € 5,56 2.074.743.894 € 123,65€ | 1.077.756.106 € 2,89 1,52€ 64,23 €
PL-Poland 38.533.299 399.400.000 € 1,07 10,37 € 4.130.726.667 € 3,08 1.149.833.484 € 29,84 € | -750.433.484 € -2,01 0,35 € -19,47 €
PT-Portugal 10.487.289 470.900.000 € 1,26 44,90 € 1.654.246.309 € 1,23 460.477.768 € 4391€ 10.422.232 € 0,03 1,02€ 0,99 €
RO-Romania 20.020.074 148.700.000 € 0,40 743 € 1.484.582.236 € 1,11 413.249.896 € 20,64 € | -264.549.896 € -0,71 0,36 € -13,21€
SE-Sweden 9.555.893 1.595.000.000 € 4,28 166,91 € 4.499.078.248 € 3,36 1.252.368.223 € 131,06 € 342.631.777 € 0,92 127 € 35,86 €
Sl-Slovenia 2.058.821 164.300.000 € 0,44 79,80 € 400.333.232 € 0,30 111.437.186 € 54,13 € 52.862.814 € 0,14 147 € 25,68 €
SK-Slovakia 5.410.836 72.300.000 € 0,19 13,36 € 776.453.777 € 0,58 216.134.502 € 39,94 €| -143.834.502 € -0,39 0,33 € -26,58 €
UK-United Kingdom 63.905.297 5.984.700.000 € 16,05 93,65 € 14.694.289.112 € 10,97 4.090.318.001 € 64,01€ | 1.894.381.999 € 5,08 146 € 29,64 €
All Member States 505.674.965 37.289.300.000 € 100,00 73,74 € 133.960.184.723 € 100,00 37.289.299.997 € 73,74 € 3€ 0,00 1,00 €
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Data Sources:

Column 2

Population Figures Eurostat table tps000001
http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&tableSelection=1&labeling=labels&footnotes=yes&language=de&pcode=tps00001&plugin=0

Column 3

FP7 Funding received Seventh FP7 Monitoring Report, Table B7 , page 100

http://ec.europa.eu/research/evaluations/pdf/archive/fp7 monitoring reports/7th fp7 monitoring report.pdf#view=fit&pagemode=none

Column 6

EU Budget 2014 Definitive Adoption of the European Union’s general budget for the financial year 2014 (2014/67/EU, Euratom),0J L
51/2014 of 20.2.2014, Table 6, page 1/17

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:0J.L .2014.051.01.0001.01.ENG
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http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&tableSelection=1&labeling=labels&footnotes=yes&language=de&pcode=tps00001&plugin=0
http://ec.europa.eu/research/evaluations/pdf/archive/fp7_monitoring_reports/7th_fp7_monitoring_report.pdf#view=fit&pagemode=none
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2014.051.01.0001.01.ENG

