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WHY GOVERNMENTS NEED TO ASSESS THE SOCIO-ECONOMIC
IMPACT OF ANY PUBLIC INVESTMENT?

[ New growth theories ingredients J

{ Human capital
High-quality institutions i

Environmental

* GDP = consumption + investment
(private and public) (private and public)

* GDP growth is a function of capital investment,
human capital, knowledge, and other inputs

* Knowledge is a function of R&D expenditure K. Arrow R. Solow P. Romer

L . Nobel prize 1972 Nobel prize 1987 Nobel prize 2018
(private and public)
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R&D EXPENDITURE

e $250 per capita taxes (OECD)
e The EU spent €311 billion on R&D in 2020
e 2.3% of GDP in 2020 (China: 2.1%, US: 3.1%, Japan: 3.2%) source: turostat, March 2022
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* Source: OECD data 2015-2017
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Which projects should take priority, given their costs and unknown benefits?

Intellectual attempts to introduce economic rationality in public investment

I.M.D. Little and J.A.Mirrlees

Project appraisal
and planning for
developing countries

g0

Ecmnic 79488

Lyn Squire and Herman G. van der Tak

Cost-Benefit Analysis

and the Environment
Guide to Cost-Benefit Analysis FURTHER DEVELOPMENTS AND POLICY USE
of Investment Projects

raisal tool
, 2014-

KK

European
Investment
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WORLD BANK
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THE GREEN BOOK
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AND EVALUATION
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RESOURCES AVAILABLE FROM EUROPEAN UNION

research and innovation, via
Horizon Europe and other
mechanisms

climate and digital
transitions, via the Just
Transition Fund and the digital
Europe programme
preparedness, recovery and
resilience, including health
programme

o

Total

€2.018

trillion

(,//
/////////////////////////////////

Long-term budget
12109

European
Commission
—_—

SINGLE MARKET, INNOVATION AND DIGITAL

. COHESION, RESILIENCE AND VALUES

NATURAL RESOURCES AND ENVIRONMENT

. MIGRATION AND BORDER MANAGEMENT
. SECURITY AND DEFENCE

. NEIGHBOURHOOD AND THE WORLD

. EUROPEAN PUBLIC ADMINISTRATION
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EU FUNDS 2021-2027

HORIZON EUROPE BUDGET

in € million (

Horizon Europe

FP7 Horizon 2020
Horizon Europe programme structure Total 55558 77 992 96 899
in € million
2021-2027
FP6 FPs FP4
GLOBAL CHALLENGES AND EUROPEAN INDUSTRIAL COMPETITIVENESS of which 19 256 14 871 13121

1998-2002

Health

Culture, creativity and inclusive society
Civil Security for Society

Digital, Industry and Space

Climate, Energy and Mobility FP1 FP2
Food, Bioeconomy, Natural Resources, Agriculture and Environment 3271 > 357 6552

Non-nuclear direct actions of the Joint Research Centre (JRC)

EURATOM 2021-2025 BUDGET

Euratom programme structure Total
in € million

INDIRECT ACTIONS

Fusion research and development

WIDENING PARTICIPATION & STRENGTHENING THE EUROPEAN RESEARCH AREA of which Nuclear fission, safety and radiation protection

Widening participation and spreading excellence DIRECT ACTIONS
Reforming and enhancing the European R&I System Direct actions undertaken by the Joint Research Centre

TOTAL HORIZON EUROPE 95517 10TAL 2021-2025 EURATOM 1382

Source: European Commission, Directorate-General for Research and Innovation, Horizon Europe, budget : Horizon Europe - the most ambitious EU research & innovation programme ever, Publications Office, 2021
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USE OF PROJECT EVALUATION IN EU COHESION POLICY

MAJOR PROJECTS RTD PROJECTS
* More than 2500 - Moreover 20,000
projects: RTD projects Devmmen R0 nticrs
e 1121 CF and 258 . In 53 ERDF P e e e o
ERDF (2000-2006) Operational
e 970 (2007-2013) Programmes
* 360 (2014-2020) * Invested EUR 14.64
and more billion




(-\ FCC May 31, 2022/ FCC Week 2022 Massimo Florio (University of Milan)

RESOURCES AVAILABLE FROM EUROPEAN INVESTMENT BANK || &= .

The €, bark

DISTRIBUTION BY SECTOR OF THE STOCK OF LOANS AT END-2021 (%) e Launched in 2014, “InnovFin” offers

EUR 24bn of financing to foster EUR
50bn of RDI investments

* InnovFin Large Projects: loans from
EUR 25m to EUR 300m for RDI projects
(large firms, universities and public
research organisations, research

New signatures
in 2021
amounted to
EUR 65.4 billion

o qansport e infrastructures, PPPs and special-
M Energy 14.8 purpose vehicles)
M Health, education 8.4
Miscellaneous infrastructure 7.5
B Water, sewerage 6.6 InvestEU indicative proposed budget allocation 2021-2027
M Industry 6.5
. (estimate)
Telecomunication 2.6 =
M Agriculture, fisheries, forestry 1.0 Research, Innovations, Digitalisation 11 250 200 000

EUR million

Source: https://www.fi-compass.eu/content/presentation-invest-eu-2021-2027-eu-budget-future;
https://www.eib.org/attachments/publications/eib financial report 2021 en.pdf
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THE ROLE OF SOCIO-ECONOMIC IMPACT ASSESSMENT
IN THE MANAGEMENT OF EIB RESOURCES | | ivesimnt

Bank The €A hank

* The EIB conducts economic appraisals of projects considered for | et et
fi n a n Ci n g Version March 2013 - Under review

e CBA as the default methodology to estimate a project’s economic
rate of return that accounts for broader project benefits and costs to
society, including environmental externalities

* |t also applies cost effectiveness analysis and, more recently, multi-
criteria analysis, taking into account the evolving circumstances of
each sector the EIB Group's impacts

Methods and studies

 The results enter into the overall evaluation framework of projects
applying for a loan from the EIB (additionality and impact
measurement framework)
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RESOURCES AVAILABLE FOR EUROPEAN SPACE AGENCY

IN THE LAST 10 YEARS, ESA BUDGET INCREASED BY 78.3%
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# Other ESA income (Other ESA MS, EU

EUMETSAT, other)
W Other EU MS

m Czech Republic
M Austria
m Netherlands
m Sweden
M Belgium
M Spain
UK
Italy
B Germany

M France

ESA BUDGET BY DOMAIN FOR 2022: 7.15 B€*

Cesa

Eesa

European Space Agency

Source: ESA publicly available data, CSIL Analysis

Committed to provide evidence and
transparency about its effectiveness
to secure returns on Member States’
investments, ESA has been studying
the socio-economic benefits of its
activities and programmes since the
1990s

Methodology consolidated since
2012, in line with recognised
standards (e.g., Cost Benefit Analysis,
Input-Output modelling, Multi Criteria
Analysis)

Harmonised approach, tailored to the
specificities of programmes
Independent results for each study



(-\ FCC May 31, 2022/ FCC Week 2022 Massimo Florio (University of Milan)

THE USE OF SOCIO-ECONOMIC IMPACT ASSESSMENT BY ESA

R— Euroc®nsult @esa - EARSC
Farapees ‘oms Agmmcy * THE GREEN LAND
Economic Impact An ex-ante COS?
SOCIO-ECONOMIC IMPACT ASSESSMENT OF ESA'S e " ené . Gmung beneﬁt analyszs Copernicus Sentinels’
. ACTIVITIES ON SECURE SATCOM FOR SAFETY AND Systems Engineering an Of the ESA SSA

SECURITY Operations  Activities & Products Economic Value:

Related Foresight Study programme '
BY EUROCONSULT FOR THE EUROPEAN SPACE AGENCY A Case study

B e e g - of
Executive Summary (DRAFT) sz”f:?v D7 hk(‘(‘unvo Summal.\ bl

Date Final version
12 Oct 2016

September 2015

ESA-DOPS-STU-AN-0001

lssue 0.5, September 2019

Prepared In cooperation with:

| 3
pwc  strategy&

Met Office

(opermicus d:esa

Eesa

European Space Agency
Source: https://www.esa.int/About Us/Business with ESA/Global Space Economic Forum/ESA Studies
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UK RESEARCH AND INNOVATION (UKRI)

UK Research
and Innovation

* Research grant panels judge the proposal
against the following key assessment
criteria

» Scientific and technical excellence

 International competitiveness

« Strategic value within the STFC
programme

* Leadership, planning and project
management

technopolis

 Social and economic impact from
the proposed research

» Sustainability (of key instrument or
construction groups)

» Associated studentships

diamond

Diamond Il

More information are available at

https://www.ukri.org/councils/stfc/guidance-for-applicants/what-happens-after-you-submit-your-proposal/review-and-assessment-of-proposals/assessment-criteria/; https://www.ukri.org/what-we-offer/creating-world-class-research-
and-innovation-infrastructure/funded-infrastructure-projects/ ; https://www.technopolis-group.com/wp-content/uploads/2021/06/Socio-Economic-Study-Report-Diamond.pdf ; https://www.ukri.org/wp-content/uploads/2022/02/STFC-
240222-SocioEconomiclmpactEvaluationStudyUKSubscriptionESO-FinalReportSummary.pdf
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ITALY

* The National Plan for Research Infrastructure identifies priority Research
Infrastructures in Italy by relying on European methods and criteria

* bottom-up and top-down elements

IT RELIES ON FIVE STEPS

1. Definition of 2. National 3. Consultation 4. Analysis of 5. Identification

consultation of

1. Scientific excellence criteria Rls at regional level suggested Rls of priority RIs
2. Socio-economic impact
3. Critical analysis of history and perspectives

(e.g., previous national and regional support
and legal status)

4. Completeness of access policies

5. International relations and pan-European
relevance (e.g., inclusion in the ESFRI roadmap
or EIRC status)

6. Political commitment and financial support
from participating countries

7. Governance and human-resources
management

8. Financial aspects (sustainability) ELETTRA synchrotron, Trieste EuPRAXIA, Frascati (RM)
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EUROPEAN STRATEGY FORUM ON RESEARCH INFRASTRUCTURES

ESFRI engages in well-defined roadmapping processes with
publicly available rules and procedures. Socio-economic
impact has become one of important considerations in the
road-mapping process that identifies European investment
priorities in Research Infrastructures, as it has been formally
considered as one of the evaluation criteria since ESFRI

i NEW PROPOSAL SUBMISSION

READ CHECK FILL
Roadma p 2016 GUIDE & QUESTIONNAIRE ELIGIBILITY CRITERIA ONLINE QUESTIONNAIRE
Chockratonsl  prapareontne
Road lide nd  proposal
20 he dead| ulfill
GUIDELINES ON COST ESTIMATION
OF RESEARCH INFRASTRUCTURES
SEPTEMBER NATIONAL JANUARY
2019 DEADLINES 2020
INERACTION CHECK
MINIMAL KEY

DOCUMENTS
o ESFRI DELEBATI[IN
hhhhhhhhhhhhhhhhh
EEEEEEEEEE
pppppppppppp
..........

REQUIREMENTS

Check
compliance with

Member Phase

ROADMAP 2021 g

STRATEGY
REPORT |

ON RESEARCH
INFRASTRUCTURES __ il ot i IOER




TO SUM UP

e Economists have convinced governments that investing in science is the best option
for long term sustainable economic growth

* But governments still need to be convinced project by project that funding of a
specific project will have a positive socio-economic impact

* This is why microeconomic analysis (for example CBA) and other evaluation methods
are increasingly applied to science

* Socio-economic impact studies increasingly required by international and national
institutions to fund large scale research infrastructures

* The scientific case comes first, the socio-economic impact case second, along with
technical, environmental, legal, political considerations: winning the game on the
different dimensions of decision making
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Thank you
for your attention

massimo.florio@unimi.it

https://centrejeanmonnet.unimi.it/




