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Building economies that deliver wellbeing for all—now and in the future—requires complex tools.

In this context, MERGE, a Horizon Europe-funded project, aims to connect science and policy by

developing indicators and models that can support sustainable and inclusive wellbeing policies.

As part of the MERGE policy stream, ZOE Institute for Future-fit Economies and the European
Policy Centre (EPC) will conduct a series of "deep dives"! to analyse the need for a holistic set of
metrics to enhance key policies in the European Union (EU). Among these, the Multi-Annual
Financial Framework (MFF) emerges a suitable starting point: The beginning of the
interinstitutional negotiations of the upcoming MFF offers a great opportunity to bring together
experts and policy practitioners to discuss how sustainable and inclusive wellbeing indicators can
contribute and support the monitoring framework of the MFF 2028-2034.

The deep dive discussions will feed into the further development of the MERGE project, in
particular, the selection of case studies and design of a training programme. It will additionally

provide an opportunity for the science-policy exchange on sustainable and inclusive indicators.

In particular, we aim to explore two concrete entry points: conditionality and the do-no-
significant-harm (DNSH) principles. The advancement of the conditionality and the DNSH
principles within the EU budget represent a critical opportunity for promoting sustainable and
inclusive development while ensuring accountability in the use of EU funds. Supporting such

frameworks with a holistic set of indicators can incentivise member states to adhere to EU

! Other selected policy topics include: the Clean Industrial Deal, Social Europe, the European Semester,
Competitiveness, and Governance.


https://mergeproject.eu/
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objectives. The workshop discussion will cover the challenges and opportunities in achieving a

sound performance framework.

Sustainable and inclusive wellbeing (SIW) metrics are centred on measuring progress across
three dimensions: wellbeing, inclusion (distribution of wellbeing), and sustainability (future

wellbeing).?

SIW DIMENSIONS

1. Ensuring current wellbeing (‘wellbeing’); including the determinants of wellbeing
such as health, education, air quality, employment, social relationships, income,
housing, security, environmental health, and peace.

2. Ensuring future wellbeing (‘sustainability’); encompassing biophysical and social
conditions for future wellbeing. Examples of relevant determinants include climate,
biodiversity, demographics, and innovation capacity.

3. Limiting wellbeing inequalities for current and future generations (‘inclusion’);
gauging the distribution of wellbeing determinants and opportunities across spatial
scales and social groups. Potential domains include gender inequality,
income/wealth inequality, risk of poverty, child poverty, discrimination etc

A holistic set of indicators can enable the EU to assess the long-term sustainability of its
budgetary decisions by integrating environmental, social, and governance factors. If organised
well, such a framework offers the tools and procedures necessary to set objectives and measure
and monitor progress towards them. The analytical results stemming from additional indicators
covering SIW dimensions can be used to achieve more targeted and impactful spending and to

improve steering of the EU budget.

Workshop discussion

The workshop will examine the opportunities and challenges of integrating metrics covering

SIW domains into the next MFF through strengthening conditionalities and embedding the
DNSH principle.

2 https://mergeproject.eu/publications-consolidation-metrics/
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The conditionality principle serves as a governance mechanism that links the disbursement of EU
funds to specific policy and institutional conditions, while the DNSH principle mandates that

projects funded by the EU do not adversely impact environmental and social objectives.

The EU budget already incorporates a variety of conditionalities® and mainstreaming* elements
that influence how member states utilise allocated funds. These conditionalities have evolved in

light of recent economic challenges and political developments within the EU.

The DNSH principle, introduced in 2020, offers mechanisms to ensure that EU-funded activities
do not undermine environmental objectives or exacerbate regional disparities. Supporting the
conditionality principle and DNSH principle implementation with a wider set of indicators can

potentially enable better informed decisions and provide a tool for navigating trade-offs.
Challenges

While the implementation of the conditionality and DNSH principles holds significant promise,
several challenges need to be addressed to support their implementation on the ground. These
include the need for comprehensive and disaggregated data collection, the establishment of clear
benchmarks for compliance, and the management of potential conflicts between economic,

environmental, and social objectives.

Additionally, the operationalisation of these principles requires robust monitoring frameworks and
clear accountability structures. By linking governance mechanisms directly to SIW indicators, the
MFF can better uphold these principles, ensuring that investments align with the EU’s broader

policy goals®.
Opportunities

Holistic metrics can provide several beneficial opportunities. Firstly, they can support the
introduction of merit-based conditionalities, ensuring that EU funds are used effectively to advance
appropriate reforms and investments. During the workshop discussion we will reflect on the
potential of integrating sustainable and inclusive wellbeing metrics into the MFF, using the

conditionality principle.

In addition, holistic metrics can enhance the application of the DNSH principle, providing the

necessary tools to monitor and evaluate the long-term impacts of EU investments. Thus, in the

3 E.g., Rule of law conditionality- https://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=uriserv:0J.L1.2020.433.01.0001.01.ENG&toc=0J:L:2020:4331:TOC
4 E.g., Climate, gender and biodiversity mainstreaming.
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workshop we will discuss how the implementation of DNSH principle can be supported by the

integration of additional indicators covering SIW dimensions.

As mentioned before, a holistic set of indicators, that integrate environmental, social and
governance factors can enable the EU to assess the long-term sustainability of its budgetary
decisions and support the implementation of such conditionalities through tracking progress and
ensuring accountability. It can also enable a comparative analysis between different interventions,

fostering learning and improvement across the EU budgetary framework.

Agenda
9:00-9.10 Welcome
9:10-9:25 MERGE presentation “setting the scene”

9:30-9:50 ‘World café’ exercise “Challenges”

9:50- 10:15 Summary of the results

10:15-10:30 | ‘How Might We’ exercise “Opportunities”

10:40 - 11:00 | Closing remarks

Background

Existing efforts and remaining limitations of the current

monitoring framework

Existing Efforts

The current 2021-2027 MFF monitoring framework sets the direction of tracking progress towards
the EU’s long-term sustainability and inclusivity goals. The European Commission has made
efforts to set horizontal priorities and track their achievement by identifying and optimising a set of
indicators for its budgetary programmes®. Furthermore, for the 2021-2027 MFF, the Commission
developed a new methodology to mainstream key transformational goals such as climate,
biodiversity and gender equality and the United Nation’s Sustainable Development Goals (SDGs)

across all sectoral policy areas and their budgets.

® The overall number of indicators, to monitor performance of the programmes has been reduced from over
1,100 in the 2014-2020 period to around 700 for 2021-2027.
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As a next step, European Commission President von der Leyen has proposed a simplified, policy-
focused, and responsive MFF post 2027 that aligns reforms with investments in high-priority
areas. New approaches, like the Recovery and Resilience Facility (RRF) and the medium-term fiscal
structural plans under the new economic governance framework, also offer interesting features
that could be further explored.

Lessons from RRF

The RRF, introduced as a response to the COVID-19 crisis, emphasises performance-based
spending through National Recovery and Resilience Plans (NRRPs). These plans involve contracts
between Member States and the Commission, with milestones and targets (M&Ts) tracking
progress toward the implementation of determined reforms and investments. At least 37% of RRF
funds are allocated to climate action and 20% to digital transition, supporting the EU's green and
digital goals.

While the RRF enhances transparency and accountability, challenges remain. The monitoring
framework primarily uses input and output indicators, with limited focus on impact measures,
making it difficult to assess societal outcomes or long-term effects. Additionally, limited
involvement of sub-national authorities and reliance on lagging survey data hinder tracking. The

framework also struggles to establish causality for observed social changes.,
The medium-term fiscal structural plans

The new economic governance framework that entered into force in April 2024 aims to make the
EU more competitive and better prepared to face future challenges, contributing to build an
economy that is green, digital, inclusive, and resilient. As part of this framework, Member States
are required to submit medium-term plans for growth, combining fiscal adjustment paths and

targeted reforms and investments.

Such coordination mechanism, if supported by a holistic set of SIW metrics, could enable greater
focus on social and environmental priorities, fostering targeted investments in critical sectors and
reducing regional disparities across the EU. While such approaches offer an opportunity to embed
sustainable and inclusive metrics, the new rules, without such considerations could limit Member

State's ability to invest with likely negative implications for the just transition.
Remaining challenges

The MFF is important for advancing key priorities, but challenges remain in fully addressing social,
environmental, and governance needs. This section highlights three important issues: improving
wellbeing metrics, strengthening accountability, and refining governance structures to enhance the

impact and alignment of EU investments.

First, the EU budget could more effectively incorporate the multidimensional aspects of

wellbeing, inclusion, and sustainability. Tackling this challenge could potentially help address
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key social and environmental needs. While funds like the European Social Fund Plus (ESF+) aiming
to combat poverty and provide basic needs usually track programme outputs along broad
wellbeing objectives, their measurement of impacts remains predominantly assessed simply with
employment metrics. Similarly, the Common Agricultural Policy (CAP) monitoring framework
focuses narrowly on income and employment, sidelining important dimensions of farmers’
wellbeing such as social isolation, stress, or security.” The limited uptake of SIW metrics can

undermine the MFF’s ability to adequality address social and environmental needs.

Secondly, different monitoring frameworks and governance mechanisms within the MFF aiming
to ensure accountability need to be better articulated. For instance, despite, the clear
environmental objectives of the CAP, approximately 60% of its annual funds (€32.1 billion) are
allocated to activities harmful to biodiversity.® A better connection between indicators and
governance mechanisms such as distributional impact assessments, enforcement and

implementation tools can increase the effectiveness and public accountability of the EU budget.

Finally, the MFF's governance structures are linked to output-driven indicators rather than
results, diminishing its capacity to measure and deliver the intended impact of the investment. The
lack of holistic metrics creates accountability gaps, where measurable outputs do not match the
stated objectives of EU funding. A balanced set of indicators would cover the short-term outputs,
the medium-term results and the longer-term impacts of the programme, providing information on

progress made throughout the programme’s lifetime.

The reliance on GDP, the lack of robust governance frameworks and the emphasis given to output
indicators contribute to sidelining other critical factors such as social indicators, environmental
sustainability, and demographic challenges that could provide a more holistic view of regional
needs.

A more nuanced approach could help ensure that funds are allocated in a manner that genuinely
supports economic prosperity across the EU. Sustainable and inclusive wellbeing metrics are well
equipped for this task. The MFF post-2027 could utilise metrics that reflect broader societal goals
to address some of the limitations noted above. For example, indicators assessing access to quality
education, healthcare, or environmental resilience would enable more targeted and effective fund
distribution.

7 Brennan, M., Hennessy, T., Dillon, E. & Meredith, D. (2022). Putting social into agricultural sustainability:
Integrating assessments of quality of life and wellbeing into farm sustainability indicators. Sociologia Ruralis,
63(3), 629-660. https://onlinelibrary.wiley.com/doi/full/10.1111/soru.12417

8 WWEF. (2024). Can your money do better? Redirecting harmful subsidies to foster nature and climate

resilience. WWF European Publishing Office.
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