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EXECUTIVE SUMMARY

Against a background of inconclusive evidence of the results of EU Cohesion policy since
1989, the aim of this study has been to evaluate the main achievements of EU Cohesion
policy programmes and projects and their effectiveness and utility over the longer term in

15 selected regions of the EU15. Specifically, the main objectives of the study were
twofold: (i) to examine the achievements of all programmes co -financed by the ERDF and,
where applicable, the Cohesion Fund, which have been implemented in the 15 selected
regions from 1989 to 2012 (regional programmes and national programmes implemented in
the regions); and (ii) to assess the relevance of programmes and the effectiveness and
utility of programme achievements. The following section summarises the main findings of
the study dealing, in turn, with the needs of the regions, the relevance of strategies, then
effectiveness and utility of interventions, and the con clusions drawn and policy lessons
identified.

Regional needs and the relevance of strategies

At the end of the 1980s, each of the 15 case study regions faced particular challenges,
reflecting their geographical situation and historical background. The main  types of needs
can be categorised as: major underdevelopment and indicators of disadvantage ranging
from a lack of basic infrastructure and services, to skills deficits, often compounded by
peripherality or significant internal disparities, in the region s of Dytiki Ellada, Campania,
Norte, Andalucia, Basilicata, Algarve and Ireland ; restructuring in regions facing either
transition from a centrally planned economy ( Sachsen-Anhalt) or from an economy
dominated by large, declining traditional industries ( Nordrhein -Westfalen, Nord -Pas-de-
Calais and North East England); and agricultural modernisation and economic
diversification in predominantly rural or peripheral regions - mainly Aquitaine, Burgenland,
Itd-Suomi and Galicia.

All the case study regions were at a relative disadvantage at the start of the period, having
significantly lower levels of development relative to either national or EU averages, but
with significant differences within the group. Up to 2008, most regions performed worse
than the EU average in GVA growth over the period. Only Ireland demonstrated a clear
virtuous cycle of above -average performance for both output productivity and employment.
Others saw some growth based on increased employment or improved productivity, but
most struggled to outperform the EU average. Since 2008 many of the regions have seen
poorer performance as a result of the recession.

The early ERDF programmes of the case study regions had relatively basic, generic
strategies, often with limited assessment of needs; th ey tried to encompass diverse
stakeholder interests with objectives and priorities that were open to interpretation.
Initially, there was little pressure to change, and m any strategies were remarkably stable
during the 1990s. However, programming for 2000-2006 saw substantial strategic
reassessments in several regions and even more so for2007-2013, driven by the Community
Strategic Guidelines or changes in eligibility status.
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The conceptual basis for programmes has often been weak. Throughout the period since
1989, strategies were not underpinned explicitly by theory or development models, but
rather by prevailing assumptions o f economic development. Nevertheless, this study found
that all the programmes were at least partially relevant to regional needs ( in certain
periods or for parts of the programme), and almost half the programmes were relevant
across the whole period from 1989 to 2012 The main thematic trends over time have
involved a greater emphasis on R&D and innovation, more support for entrepren eurship and
more sophisticated SME interventions, the mainstreaming of urban regeneration and a
specific focus on community development.

In the early periods, programme objectives were generally neither specific nor measurable

due to a lack of quantified targets and non-existent or inadequate monitoring systems. The

attainability of objectives was also questionable: strategies were mostly overambitious and

did not recognise the limited potential contribution of the ERDF programmes in the wider

economic and policy contexts. Even if quantified, programme targets often required

adjustments during the programme period. However, the vagueness of objectives allowed

managing authorities to report 6successd or inter
Programme objectives were usually not timely, in the sense that achievement of objectives

was likely to take much longer than the programme period - a factor that was not always
acknowledged. While the O8SMART® character of progr e
it i s currently still so me way from being fully achieved, either because of deficiencies in

programme design or delays and difficulties with the operationalisation of monitoring

systems.

In the Convergence regions, the ERDF actionsusually consisted of a combination of regional
and national thematic OPs. Good integration and synergy were facilitated by several
factors: the existence in each programme period of an overarching strategy; a dominant
role of national government departments in designing the programme s; and/or a
comprehensive planning system. However, this was not the case in all countries. Among
Regional Competitiveness & Employment (RCE regions, there was a lack of coordination in
the earlier periods between Objective 2 and Objective 5b programmes i n adjacent areas, as
well as with Community Initiatives (e .g. Aquitaine ). The latter did have an important role,
though, in testing new concepts and types of project that were later mainstreamed in the
core ERDF programmes.

Synergies with domestic programmes were largely determined by the need for matching
funding. Consequently, ERDF and domestic programmes cefunded projects or business aid
schemes. The relationship between EU and domestic policies depended partly on the
importance of ERDF funding for economic development. In several less -developed regions,
Structural and Cohesion Funds were often the only significant policy support for regional
development; domestic regional policies either did not exist or were fully subsumed into
Cohesion policy (e.g. Norte ). In some RCE regions, where EU funding was a minor part of
economic development support, the relationship between EU and domestic regional policy
was difficult, with tensions during programming because of different objectives, priorities
or funding modalities and a lack of coherence.
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Effectiveness

Effectiveness is defined as the extent to which programme objectives were achieved . This
was assessed by examining the achievements in relation to the overarching goals of
programmes and the targets relatin g to specific measures and/or priorities.

Over the period from 1989 to the present, more than 0145 billion of ERDF
have been spent in the 15 regions. Infrastructure spending predominated up to 2006 in the
Convergence/Objective 1 regions, followed closely by enterprise support and a growing

proportion of expenditure on social cohesion and labour market support from 2000 onwards.

The situation was similar in the Transition regions at the outset, but with a more diversified

profile over time, notably enterprise support, structural adjustment and innovation. The

three RCE/Objective 2 regions focused heavily on enterprise support in the first thr ee

programme periods, but with a growing shift towards innovation and social cohesion.

In 1989-93, the reporting of achievements was almost non -existent. Over time, programme
authorities developed targets and indicators, both of outputs and results , although this not
undertaken systematically or comprehensively across all regions. Monitoring processes
improved, as did the sophistication of targeting, the attention paid to economic res  ults and
choice of output indicators. However, the reliability of indicator data remain s problematic
due to definitional, recording, aggregation and analytical flaws.

Objectives were often over -optimistic in the early periods , reported achievements were
sometimes only a fraction of the targets originally set . In the later programmes, objectives
and targets were calibrated more realistically. T h e s taggtegdiien of the qualitative
assessmentsundertaken in each of the case study regions suggests that programmes were
effective in meeting objectives, even if only defined in terms of outputs.

However, the degree to which needs were met varied considerably across regions and
programme periods. It is notable that those objectives which relied on public sector
intervention & for example, the development of physical and business infrastructure and
services, or environmental improvement o appear to have been more readily achieved.
Regions were able to set targets for such spending and largely meet them, although some
projects were so large as to run over more than one programme (e .g. Dytiki Ellada ).
Objectives dependent on entrepreneurial activity or funding by the private sector have a
mixed record; there were common problems in achieving objectives relating tot he business
start-up rate, innovation and technology transfer, and employment creation. Success in
promoting innovation depended on the development of a regional innovation system rather
than just investment in public research (e .g. North East England ), which some regions were
slow to appreciate. R egions also failed to recognise the need for a systemic approach to
entrepreneurship, encompassing the promotion of an enterprise culture as well as training,
finance and incubators.

Utility

Utility is defined as the extent to which programmes led to impacts that are in line with
6society's neeedscomomi ¢ hper slwmlcems to be solvedd, whic
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goals explicitly stated in the programmes or which may not have been stated explicitly in
the programmes.

Four regions classed as undergoing transition/restructuring were able to counter the
legacies of their industrial past, but achieved less in relation to social goals (Sachsen
Anhalt, Nordrhein -Westfalen, Nord -Pas-de-Calais and North East England). In rural
regions, there was undoubted improvement in connectivity within and between regions, but
also tensions between agglomeration in urban centres and the continuing needs of rural
areas (Aquitaine, Burgenland, Itd -Suomi and Galicia). There were more differences in the
results among the regions that had followed broad -based strategies to deal with diverse
needs, partly because of the exceptional performance of Ireland. In the other regions
(Dytiki Ellada, Campania, Norte, Andalucia, Basilicata , and Algarve), a key finding is that
the utility of interventions can often be fragile, emphasising the long time  -scales involved
in profound transformation and the need for perseverance.

The case studies demonstrate that ERDF has made a significant contribution to regional
development; quality of life is better, certainly in the regions which invested massively in
basic infrastructure and services (e.g. Andalucia). However, in virtually all regions, the
success in addressing certain needs and problems were only steps on a longer journey of
transformation. Most commonly , the regional research found that restructuring was
incomplete, and employment creation was insufficient. Also, specific problems remain,
such as demographic challenges, low innovation, poverty and organised crime (e.qg.
Campania). Further, it should be noted that changes in regional needs and problems were
sometimes territorially uneven . A major concern is that maintaining the capital investment
and institutions established with Cohesion policy supp ort is a challenge for some regions,
and that the economic crisis and fiscal constraints are undoing some of gains. Finally, there
is evidence that ERDF played a part in changing the culture and mentality of regions,
particularly their internal and externa | image (e.g. Nord-Pas-de-Calais).

Conclusions and lessons

The research demonstrated improvements in the sophistication of strategies (evidence
base, analysis and strategic focus) and programme management (project selection,
monitoring, evaluation) over th e study period, with considerable learning over time, albeit
unevenly across the 15 regions. All of the regional case studies cited examples of successful
interventions or projects, collectively spanning the spectrum of economic development
support. However, there were also many examples of poor practices where regions were
slow to learn from what was happening elsewhere. A major difficulty, reported in almost all
regions, was the fragmentation of funding across too many interventions or small projects.
Over time, there was greater recognition of the need to concentrate funding or fewer and
larger projects.

The most important lesson is the benefit of sound and rigorous strategic planning. The
research also highlighted the importance of a development model wh ich recognises that
structural adjustment is a societal as well as an economic process, the need for realism
about the long -term timescale required for structural change, and the need for strategies
to be flexible.
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A further important factor is an enablin g domestic policy framework and the existence or
development of institutional capacity and leadership, crucial to successful programming
and implementation. Capacity deficits were particularly evident in project generation,
appraisal and selection, the mon itoring of physical outcomes and the development of an
evaluation culture.
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1. INTRODUCTION

The context for this study is that, after more than 20 years of implementing EU Cohesion
policy in the EU15, the evidence for the effectiveness of the policy is i nconclusive.
Academic research and evaluation studies have reached widely differing conclusions on the
results of interventions through Structural and Cohesion Funds . At the same time, public
debate on the performance of the policy has increased, most evid ently in the discussions on
the reforms of Cohesion policy in 2005 -06 and 2012-13. Against this background, the aim of
this study has been to evaluate the main achievements of Cohesion policy programmes and
projects and their effectiveness and utility over the longer term in 15 selected regions of
the EU15, from 1989 to 2012. For twelve of the regions, the research covers the three full
programme periods following the 1988 reform of Cohesion policy (1989-1994, 1994-1999 and
2000-2006) and much of the curren t (2007-2013) programme period. Of the three remaining
regions, the time period for one (in East Germany) is from 1991, and for the other two (in
Austria and Finland respectively) is from 1995.

Specifically, the objectives of the study were twofold:

1 to examine the achievements of all programmes co -financed by the ERDF and,
where applicable, the Cohesion Fund, which have been implemented in the 15
selected regions from 1989 to 2012 (regional programmes and national programmes
implemented in the regions); an d

I to assess the relevance of programmes and the effectiveness and utility of
programme achievements.

In line with the Terms of Reference, the study began with the development of a theoretical
and methodological approach for the research, involving a liter ature review and stock -take
on programme performance and the development of methodology to evaluate achievements
from various programmes. The methodological approach adopted was a theory -based
evaluation, the essence of which is to assess whether the progr ammes implemented by the
regions achieved what they were designed to do and whether what they achieved dealt
with the needs of the region (as identified at the start of the process ). What is distinctive
about this methodology is that it does not try to est ablish a direct causal link between the
Cohesion policy interventions and changes in standard macroeconomic variables at regional
level, such as GDP per head or the unemployment rate. Many previous econometric studies
have attempted to evaluate regional po licy in this way, but have typically been unable to
arrive at unambiguous conclusions, because of the sheer difficulty of identifying both what
would have happened in the absence of the regional policy intervention (the counter -
factual) and in disentangling the effects of Cohesion policy from other influences on
regional performance.

Whilst not denying the importance of knowing whether or not regional policy contributes to
growth and employment, the focus of theory -based evaluation (as interpreted for this
study) is on understanding what it was that policy -makers sought to change, and how what
was done was expected to transform the region. It addressesthe logic behind the policy
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interventions, whether such logic was appropriate for region al circumstances, and how
policy evolved as initial needs were met and new ones had to be confronted. The approach
recognises that regional development theories have themselves evolved over the period
studied, as has the wider context in which Cohesion policy is implemented , notably because
of major EU strategies such as Lisbon/Europe 2020 (Nordregio, 2009; Begg, 2010 Mendez,
2010).

In the early years of the period under study, enhancement of infrastructure was regarded
as a necessary condition for regional development and was a favoured policy, especially in
many lagging regions (see, for example, Biehl, 1992; de la Fuente and Vives, 1995; Bachtler
and Gorzelak, 2007). The logic behind these interventions was that unless regions had
sufficient levels of physical capital, th ey would be systematically disadvantaged in
comparison with more developed competitor regions, not least in attracting inward
investment. Human capital investment and efforts to promote enterprise were also typical

of this era. By the end of the 1990s, und erlying theories of regional development were
paying increasing attention to sources of endogenous growth, with innovation and research -
led economic development stressed in policy packages (Malecki, 1997 & and many other
publications; Cheshire and Magrini, 2000; Rodriguez-Pose, 2001). These orientations
accorded with the Lisbon agenda and, to varying degrees, also gave greater prominence to
social cohesion as a determinant of economic growth.

The theory-based approach was explained in more detail in the | nception Report and the
First Intermediate Interim Report of this study. Based on it, the core of the research was 15
regional case studies conducted in three types of region:

1 regions eligible for Objective 1/Convergence support from 19891993 to the prese nt
(six regions);

1 regions eligible for Objective 1 or 6 at one time, but now have Phasing -infout or
Regional Competitiveness & Employment status (six regions); and

1 regions partially or wholly eligible for Objective 2 / RCE status from 19891993 to
the pre sent (three regions).

The list of case study regions agreed with DG Regio is set out in Table 1. Two of these were
nomi nat ed as @ plorth Bast EnglanyliandrBasilicata & where a first phase of
research was conducted to provide lessons and a model that could be incor porated into the
other case studies. In practice, North East England was the main pilot case study that
served this purpose.

The case study research was carried out by 15 regional teams working in each of the
regions, working to a methodology prepared by the EPRC-LSE core team Using a mix of
desk research and fieldwork interviews with a wide range of respondents and consultative
workshops, each case study involved five main elements:

1 a context analysis of regional features and needs;

1 aprogramme analysis of the evolution of strategies and expenditure;
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1 an analysis of reported and actual achievements;
1 an assessment of achievements against objectives and needs; and

1 an assessment of complementarities and synergies of the funding and the lessons to
be learnt.

A central thread of the anal yritsemes)as a ftatmeorki s e

for understanding the programmes and their achievements . These were: innovation;
enterprise; stru ctural adjustment; infrastructure; environment; labour market; social
cohesion; and territorial cohesion. The case study research was supported by central
guidance on all aspects of the research, including an analysis for each case study of
regional needs based on international data sources, and an online questionnaire survey of
stakeholders. The outcome of the research has been brought together in case study reports
for each region, published separately .

Table 1: Case study regions

Country Objective 1/ Phasingdn/out Objective 2 / RCE
Convergence
Austria Burgenland
Finland [t&d-Suomi
France Nord-Pasde-Calais | Aquitaine
Germany SachsenAnhalt Nordrhein-Westfalen
Greece Dytiki Ellada
Ireland Ireland
Italy Campania Badlicata
Portugal Norte Algarve
Spain Andalucia, Galicia
United Kingdom North-East England

The final task for the study has been a crosscase study assessment ofthe relevance of
programme strategies and of the effectiveness and utility of programme achievements. This
has been undertaken by the core team, principally through a synthesis of the findings of the
15 case study reports but also a quantitative analysis of the expenditure data and
Cambridge Econometrics data to assess the effectiveness and utility of the ERDF funding
over the study period.

This is the Final Report of the study draws together the findings from the case studies. As
with the individual case studies, the structure begins with an overview of the evolution of
regional needs, the programme strategies and expenditure. It then sets out the main
achievements of the programmes, and 9 on the basis of the quantitative research,
supplemented by qualitative findings 0 analyses their effectiveness and utility.
Complementarities and synergies, assessment of critical success factors and weaknesses,
and the lessons learnt - with detailed suggestions for the improvement of programme
design, implementation, results -orientation and achievements - are also presented. The
last section draws toget her the conclusions of the report.
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A final cautionary point is that this report is a synthesis of the findings. For the most, it

does not seek to aggregate data or information on the results of programmes across periods
or countries. The range of differen t sources used to reconstruct the evolution of
programmes from 1989 to 2012, and the questionable accuracy of some of the data, made
this impossible. Instead, the report seeks to tell a story of how Structural and Cohesion
Funds have been used and what they achieved in the different regions covered by the

study.
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2. EVOLUTION OF NEEDNITHE 15 REGIONS

Evaluation of the achievements of Cohesion policy must start with an assessment of the
needs and problems of the regions assisted and how they evolved over time . This chapter
draws together evidence from the case study research in each region, combined with EU -
level statistical data, to illustrate how regional needs or contexts have evolved since 1989.

The chapter begins by reviewing regional development problem s and needs in the mid/late
1980s, grouping the problems under the headings of major underdevelopment, sparsity and
peripherality, industrial decline and restructuring, and spatial and labour market
disequilibria. The chapter then examines the development paths of the regions according to
GDP per head and unemployment over the period 1989-2008. Growth performance is
analysed according to a framework introduced by Camagni (1991) and developed by Affuso
et al (2011) which identifies six patterns of regional g rowth; initial needs and their
evolution are discussed according to these six patterns. Further insights are provided
through a qualitative assessment of the evolution of regional needs under the eight
thematic axes which are used throughout the study as a framework for evaluation.

2.1 Initial Regional Development Problems and Needs

At the start of the study period (mid/late 1980s), all the case study regions were relatively
disadvantaged, as befits recipients of ERDF funding. They had significantly lower | evels of
development, as measured by GDP per capita for example, whether relative to their
national averages (e.g. North -East England), relative to the EU average (e.g. Dytiki Ellada )

or both. In the late 1980s, GDP per capita, measured in constant 2000 pr ices, ranged from

|l ess than 010 ,studyeegionnof $phire(Ancladusiad Galicia ), Portugal ( Algarve,
Norte) and Greece (DytikiEllada) t o near or aNordriieen -Vie2tfdlenONbith i n
East England and Aquitaine 0 against an average EU15 GP per head in 1989 of
(according to Cambridge Econometrics data). The principal explanation for the se
differences is the relative prosperity of the respective Member States , and these national
differences mean that there is a degree of heterogeneit y among the regions 6 both those
initially designated as Objective 1 and those designated as Objective 2 in 1988.

The nature of needs and the main economic -development problems facing these regions
varied greatly. There were differences in fundamentals, su ch as accessibility, various forms
of infrastructure, industrial composition/specialisation, as well as in the relative
performances of national economies. Partly for the latter reason, the regions differed
significantly in terms of the vibrancy of their | abour market. Unemployment rates were
significantly higher o and well above the national and European averages & in de-
industrialising North East England, in remote and sparsely populated [t&d-Suomi, and in the
more agricultural economy of Andalucia. However, they were significantly lower (and
closer to the national averages) in regions such as Burgenland, Dytiki Ellada , Algarve and
Norte. In some regions, unemployment (and employment loss) had started to become a
more pressing issue because of longterm str uctural shifts. This was the case in Sachsen
Anhalt (because of the post-communist transition), Basilicata (because of falling
agricultural employment) and Campania (which under-performed relative to the national
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average because of weak industrial developm ent, but where the unemployment rate may
have been overstated because of the size of the shadow economy). Although less
pronounced, a rise in unemployment associated with structural change in the economy also
characterised the two case study regions of France (especially Nord-Pas-de-Calais).

Despite having, broadly speaking, similar initial conditions of relative underdevelopment (as
measured by GDP per head) and/or unemployment, the case study regions represented a
broad range of structural characteristic s and associated needs. Drawing together the
analyses undertaken, four main groups of problems and sets of development needs can be
identifie d among the three groups of regions investigated:

a) major underdevelopment characterised by shortfalls across all in dicators;

b) sparsity of population and peripherality (either geographical or in terms of
connectivity), with the two often going together;

c) a generally weak economic base, manifested in an over -specialisation in declining
traditional heavy industries, agricul ture or other low value -added traditional
activities, coupled with an under -representation in high -growth, higher value -added
sectors; and

d) the presence of disequilibria in regional economies, such as problems of skill
mismatch (typically due to deindustri alisation) or of inactivity and weak labour
supply, or spatial disequilibria such as between urbanised coastlines and rural
interiors.

However, many of the regions exhibited more than one sort of problem or development
need with, for example, interactions between weak connectivity and declining industries
(Basilicata) or between the decline of a traditional industrial base, skill s mismatch,
environmental problems and weak entrepreneurship ( Nord Pas de Calais). Some regions
such as Campania, Andalucia or Norte fit into all four groups. In this sense , needs can
cumulate in a manner which constitutes multiple deprivation. Hence the distinctions are
less a typology of regions as such, but more an identification of the dimensions on which
each of the regions can be assessed.

2.1.1 Major underdevelopment

The most fundamental challenges were faced by regions characterised by major
underdevelopment and disadvantages ranging from a lack of basic infrastructure and
services, to deficits in skills, often compounded by periph erality (national or European) or
significant internal disparities. Regions in this category were Dytiki Ellada, Campania,
Norte, Andalucia, Galicia, Basilicata, Algarve and Ireland, all classified in 1989 as
Objective 1, as was Sachsen-Anhalt after German unification, in recognition of the breadth
of their challenges. The regions experienced needs across almost all of the eight thematic
axes, although the character of some of those needs may have been different to those in
the other groups of regions. An e xample is a relative lack of entrepreneurial activity which
was a problem for almost all regions, but which was typically very different in the
underdeveloped regions compared with regions dominated by larger firms in declining
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industries. By contrast, the problem in the underdeveloped regions was that the enterprise
base not only consisted largely of small and micro businesses which were traditional in
nature, but also lacked connections to large companies or to external networks.

The breadth of problems results in difficulties in using analysis of needs to set priorities in
the development of strategies, despite the relatively generous resources allocated to these
Obijective 1 regions in the earlier programmes. Regions had to make tough decisions about
which needs were to be prioritised, often with the added constraint of conforming to
Structural Funds regulations and navigating multiple Operational Programmes with
objectives which could be difficult to reconcile. Inconsistent or incompatible domestic
economic development policies also created complications. Prioritisation would also usually
have consequences for the internal disparities or disequilibria due to the difficulty of
raising performance on several thematic axes across the whole region simultaneou sly. A
particularly hard choice lay in deciding between providing general social and infrastructure
development across the whole region, and a focus on industrial development which could
require agglomeration in selected urban centres or (for example in  Campania) choosing
between development models targeted at large or small firms.

2.1.2 Sparsity and peripherality

A second set of problems characterised regions with relatively low population densities,
weak urban agglomerations (for some), rurality and depopulatio n. The regions concerned
were Galicia, Algarve, Basilicata, Itd -Suomi, Dytiki Ellada, Burgenland and Aquitaine dall
of which are relatively remote within their national setting. With the exception of
Aquitaine, which was designated as Objective 2 and 5b, these were regions eligible for the
highest levels of Cohesion policy funding because they were Objective 1 or Objective 6
regions. For most of these, transport infrastructure and internal and/or external
connectivity (to major markets) was also a signific ant problem. A major challenge for these
regions was to develop new models of development able to boost employment opportunities
in rural areas, often through tourism, but also through the development of localised centres
for industry and services.

Over the study period, most of these regions saw improvements in transport infrastructure
from modest to substantial . Nevertheless, the demographic patterns and the problems of
connectivity have not been reversed in all cases ; here, the very long-term nature of the
investment need has to be taken into account, as major projects have spanned two or more
programme periods. The problems of rurality, accessibility and population sparsity affecting
regions such asDytiki Ellada, Basilicata and Itd-Suomi are facts of life with which they are
likely to have to contend indefinitely, given their geography. In contrast, the regions of
Aquitaine, Galicia and Algarve (as well as those of Norte and Andalucia) have managed to
combine improvements in transport infrastructure wi th a more general improvement in
accessibility and geographical and functional connectivity. These regions also saw notable
improvements in the technological content of their production base and d at least to an
extent O improvements in their sectoral spec ialisations and extent of industrial
diversification. A similar claim can be made for the semi -rural but generally speaking more
developed regions of Aquitaine and Burgenland. The remoter rural parts of some other
regions had some exposure to the problems of peripherality ( North East England) or
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accessibility difficulties ( Basilicata, Campania and Andalucia). These trajectories suggest
that among the regions exiting from Objective 1/Convergence status, some have
substantially overcome connectivity problems (Algarve), but others have not ( Basilicata).

2.1.3 Industrial decline and restructuring

The regions which faced problems relating to industrial decline and restructuring were
North East England, Nordrhein -Westfalen Nord -Pas-de-Calais, and Campania as well as
the region of SachsenrAnhalt dalthough from the very different starting point of transition

to a market economy. Elsewhere agricultural decline was a common problem, although
regions such as Norte also suffered from the decline of traditional and craft -based
industries. The regions subject to these sorts of restructuring challenges were not confined
to the Objective 2/RCE group, making clear that there can be multiple causes of difficulties
among the three groups of regions covered in this study. Industrial r estructuring problems
were perhaps more difficult to address, as they reflected skill s mismatch in the labour
market and, eventually, inactivity and structural unemployment. For the regions
transitioning from traditional industry or centrally planned econo  mies, the needs tended to
be more focused around economic transformation (enterprise, innovation, skills) and the
consequences of restructuring in terms of derelict land and replacing outdated
infrastructure. Social needs were usually a secondary issue and consisted more of how to
deal with the consequences of deindustrialisation (pockets of high unemployment) rather
than widespread needs for hospitals and schools. The central issues were halting decline
and rebuilding employment, and converting the often p olluted sites of old industry (e.g.
mines and steelworks) for new industries and incubators.

The regions in this category all made substantial progress in improving the business
environment, upgrading their technology content and diversifying their produc tion base.
For some, this was combined with improvements in transport infrastructure and functional
connectivity ( Nord-Pas-de-Calais, Sachsen-Anhalt, North East England ). For these regions,
the role of national economic performance was perhaps more central , as national growth
was necessary to assist the restructuring and opening -up of the economies of these regions.
It appears that outcomes improved faster in cases where the public sector took a more
active role in addressing problems of industrial decline , lack of diversification and
unemployment (e.g. North East England). However, in the current context of crisis and
associated austerity budgets, the sustainability of these supporting mechanisms is under
strain and familiar economic problems may be resurf acing

2.1.4 Spatial and labour market disequilibria

Spatial imbalances or disequilibria in the labour market were, in some cases, particularly

pressingin 1989i n some of the deindustrialising regions
more traditional economies of t he &sout ho. Spati al asymmetries
of Galicia, Campania and Norte (coastal-inland dichotomy), in Dytiki Ellada (Peloponnese

mainland dichotomy), as well as in Aquitaine, North East England, Basilicata and &

especially din Ireland (urban-rural dichotomy). Some of these regions sought to address

these problems mainly through investment in internal transport infrastructure (e.g. Dytiki

Ellada and Basilicata ). In other cases, spatial imbalances were addressed not only through
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transport infrastructure investment but also through industrial restructuring (e.g. through
supply-chains between the more traditional and the more dynamic/high -tech segments of
the local economies), economic diversification measures (e.g. to support tourism i n rural
areas), social infrastructure (e.g. nurseries, schools, hospitals) and regeneration of town
centres. For some regions, industrial restructuring led to the emergence of supply side
pressures and skill shortages (e.g. Galicia and Andalucia). Such skill mismatch pressures
have alsoe mer ged, or persisted, NordrPasde-€alaisnNordrheind
Westfalen, Sachsen -Anhalt and North East England.

2.2  Development paths in GDP and unemployment: 1989-2008

The evolution of GDP per head and unemployment rates for the 15 regions relative to
national trends and for the group as a whole is shown for each region in Figure 1 and Figure
2. Given the diversity of the regions examined, and the correspo nding performances and
needs, as well as the long time -frame of the analysis, it is difficult to establish a general
trend, or classification. Although analysis of the comparative evolution of the case study
regions reveals a notable degree of mobility, re gional evolutions appear to be neither linear
(e.g. towards general improvement) nor universal (in the sense of applying similarly to all
regions). To the extent that a general pattern can be identified, it is that regional evolution

has largely followed t he wider national trends.

In terms of economic indicators, the regions of Italy ( Basilicata and Campania) and Greece
(Dytiki Ellada ) experienced substantially lower rates of economic growth compared both to
the national and European averages and thus fell further behind , despite being amongst the
top recipients of regional assistance (and despite the fact that episodes/periods of
convergence can be observed 6 e.g. Basilicata for the period 1992 -1999 and again in the
mid-2000s). Other regions generally foll owed their national trends, including for example
the regions of Spain (although here there was still some divergence) , Nordrhein -Westfalen
(which in specific years outpaced national growth rates) and Burgenland (which, while still
below the Austrian avera ge level of GDP per capita, has converged relative to the EUL5).
This suggess that whether or not a region is in the Convergence or RCE grouphas not been
the critical issue. Divergence from the national average but with good growth performance
characteri sed regions such as the North East England, Itd -Suomi and the two case study
regions in France, while growth performance was much stronger, leading to fast
convergence towards the European average, in SachsenAnhalt (especially in the 1990s
after tshiet idatnr asnh dreldnd Jespecially siricathe mid -1990s).

There is no easy link between the initial status of a region and its subsequent performance.
By definition, the regions classed in 2007-13 as Phasing-in/out manifestly achieved more
than some of their counterparts, because from similar starting points they had grown
sufficiently to exit convergence status by mid-2000s Yet as the most recent data show,
these gains proved to be vulnerable to the crisis. For Itd-Suomi and Burgenland, relatively
strong national performance was influential in their convergence with EU averages. Equally,
a question that underlies much of the analysis which follows is why some of the regions that
remain in the Objective 1/Convergence group did not break out of this ¢ ategory despite
similar levels of support from Cohesion policy and similar initial positions.
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Figure 2: Comparative evolution of unemploymen®no)
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The relationship between growth performance and other indicators was surprisingly varied.
In Itd-Suomi, Ireland and North -East England growth was accompanied by a strong and
steady reduction in unemployment rates, which continued uninterrupted at least until the
financial crisis of 2008 -2009. By contrast, unemployment in Sachsen-Anhalt rose rapidly in
the early 1990s and stayed high at least until the mid -2000s, as economic growth was driven
much more by gains in labour productivity than in employment; while it followed an upward
trend (but much more modestly so, until the recent crisis) also in Dytiki Ellada.
Unemployment followed a rather cyclical path in most other regions. It rose
disproportionately in the 1990s but started declining in the 2000s in the case study regions
of France, Italy and Spain. The two Portuguese regions experienced similar, but less
pronounced cyclical fluctuat ions during the 1990s, but after the launch of the euro both
saw relatively rapid increases in unemployment rates. In Burgenland and Nordrhein -
Westfalen unemployment rates fluctuated around the historical mean, remaining close to
the national average.

2.3 Analysing growth performance

Further insights into the dynamics of output and employment growth can be gleaned by
examining changes over time relative to the EU average. Patterns of employment and
productivity growth can be shown in a single chart * by plott ing productivity growth against
employment growth. This decomposition can reveal whether change in the economy stems
from productivity gains arising from new and efficient firms or by the &dropping off 6 of
inefficient production.

This approach presents productivity and employment change relative to the EU27 over the
period 1991 to 2008 (see Figure 3). A region may develop at the same rate as the EU Gross
Value-Added either if both productivity and employmen t grow at the same rate as the EU
average, or if productivity increases at a lower rate, but employment does so at a
proportionally higher -than-average rate, and vice versa. This is shown by the diagonal line.
If a region is above this line, it increases its total G VA more than the EU27 average if it is
below the line, the GVA growth rate is below average.

Y In a form introduced by Camagni (1991) for manufacturing and extended to the whole regional
economy by Affuso et al. (2011). Relative employment growth is on the horizontal axis, and relative
productivity growth is on the vertical axis. A 135° nega tively sloped line passing through the origin
denotes regional gross value added (GVA) growth equal to the average. For this analysis, productivity
and employment data were used for the period 1991 -2008. 1991 data rather than 1989 w ere used as
the starting point as the 1989 data w ere not available for one of the regions. 200 8 was used as the
end point rather than 2010, which is the most recent year available, as the 200 9 data shows dramatic
drops in most of the regions as a result of the global financial cr isis and hence the final year would
have a dramatic and in some respects a random impact on the overall trend.
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Figure 3: Relative productivity and employment growth, 1991 -2008
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The performance of the 15 regions is assessed here over the majority of the study period.
Analysis of performance in each of the programm e periods can give quite varied results as
some regions grew more rapidly in one period rather than another. As these outcomes are
lagged from the spending, an analysis by programme period is likely to be misleading, so
the general trend is the main focus of this discussion.

Figure 3 indicates that most of the regions performed worse than the EU average in growth
of GVA over the period (that is the y lie below the diagonal line), although their distribution
across the graph indicates different patterns of regional economic development. Plainly,
there is no straightforward inference to be drawn about the three categories of regions
studied. Phasing-in/out regions are to be found on both sides of both the dimensions of the
chart, while the three RCE regions are close to the centre of the chart, albeit a little
below. Agquitaine , which is more rural (with a preponderance of Objective 5b funding
during the 1990s) does better than the other two RCE regionswith regard to employment
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growth. Among the group of Convergence regions, Andalucia stand out for its employment
growth while SachsenAnhalt is the major exception to the underperformance in
productivity for most of the others in this group.

In this chart there are six analytically distinct segments, depending on whether the region

is located above or below the EU average for each of the two main axes, and above or
below the diagonal line. This gives rise to a terminology, developed by Affuso et al. (2011),
which can be used to classify the development paths of the regions. The findings for the 15
regions are as follows. Seven of the case study regions lay above the diagonal line of EU

average productivity and empl oy ment performance, in segments

6economiod ftbalkaend O6restructuringo.

Virtuous cycle is used to describe a regional economy that exceeds EU average
growth as a result of higher -than-average growth of both productivity a nd
employment. In the period under review, which was before the onset of the
sovereign debt crisis, only Ireland, which succeeded in exiting Object ive 1 status,
was able to show a consistently good performance in the virtuous cycle segment,
with growth in  both employment and productivity, although with a bigger emphasis
on employment. Both lIrish regions (Border, Midland, and Western; and Southern
and Eastern) are shown here, and both performed similarly well. Galicia lies just
inside this segment with a small average relative growth in productivity, but little
relative growth in employment.

Economic take-off is when lower-than-average productivity performance is offset
by very good employment performance, so that the effect on total value added is
positive. Andalucia and the Algarve both show GVA growth slightly above the EU
average and strong employment growth despite a reduction in relative productivity.
As neighbours, albeit in different groups for the purposes of this study, they share
some common features. In these regions, a rapid expansion of employment explains
overall output growth, but the expansion has been in sectors that are performing
worse than the EU average, and the evidence in both cases suggests that growth
being driven by tourism. Aquitaine also has modest employment growth but a
slightly better performance on productivity.

Restructuring, when higher-than-average productivity growth is associated with
declining employment, leading nevertheless to good GVA performance due to the
increases of productivity. SachsenAnhalt was the only region of the 15 in the
restructuring segment, illustrating its dramatic increase in productivity alongside
employment loss, suggesting new higher value activities as well as a reduction in
low value sectors. Altho ugh classed as an Objective 1 region, the specific
circumstances of the transition in eastern Germany probably outweigh the direct
influence of Cohesion policy.
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This |l eaves the other regions underperforming the
oreliae d’amldi méddustrial conservati sméd.

1 Dropping-out is when productivity growth is achieved alongside lower than average
employment growth usually by the closure of inefficient production units, where
the cutting of low productivity activities resul ts in higher -than-average GVA growth.
Ita-Suomi and Norte have recorded a relative reduction in employment as old
declining sectors were closed down leaving a relative growth in productivity. Again
these findings transcend the specific group to which they are allocated for the
present study.

1 Industrial conservatism is when poor productivity growth is accompanied (and
sometimes explained) by better -than-average employment growth, a pattern which
is more likely to take place in the presence of public assistan ce and industrial
rescues. Six regions fall into this segment - North-East England, Nordrhein -
Westfalen, and Basilicata ( a | | close to the borderline with
segment), Nord-Pas de Calais, Burgenland and Dytiki Ellada - meaning that
although they have increased employment it has been accompanied by lower than
average productivity growth, suggesting that growth has been in low productivity
sectors, perhaps supported by interventions. The fact that there are
respresentatives of all three gro ups of regions in this category signals that how a
region is designated for Cohesion policy purposes may be of limited value as a
predictor of its performance.

1 Relative decline is defined as a vicious cycle in which both productivity and
employment perform poorer than the average and even the rationalisation of
employment does not restore competitiveness. Only one region performed poorly
on both productivity and employment ( Campania), and appears to be locked into
this vicious cycle of relative decline , alt hough an argument might be made about
special circumstances associated with implementation of Cohesion policy, rather
than this being a reflection of Objective 1/ Convergence status.

This analysis is however limited to the period up to 2008 and the onset of the economic
crisis. Since then, some of these regions have seen dramatic reductions in GVA and
employment giving a different set of results that illustrates the short term effects of the
crisis rather than the evolution of regional performance through th e study period. The
analysis shown here portrays how the regions performed over a period of relatively strong
growth.

2.4  Evolution of development needs

It is important to note that the performance of the regions relative to national and EU
averageshas not been consistent across the whole period in the above analysis; analysis for
individual programme periods shows that regions move between the segments shown in

2 In this context it is preferable to revise the definition used in Affuso et al. (1991), who call ed this
s e g me n-indudiridlisat i ond .
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Figure 3 as different regions and countries vary in their experience of economic cycles. The
analysis of the whole period removes the main effects of such annual variability in
performance. The regions have also experienced considerable change in terms of their
initial development needs. A summary overview of th e main needs of each region at the
beginning of the study period, and their evolution in relation to the eight thematic axes
outlined earlier, is presented in Table 2. The table indicates how different areas of nee d
are perceived to have changed over the period from when they first qualified for Cohesion
policy funding since 1989.3

The areas in which most improvement has been made are in the provision of basic
infrastructure and essential public services as well as internal and external connectivity.
This applies to all the regions where development needs were greatest o Andalucia,
Campania, Dytiki Ellada, Galicia, Norte and Sachsen-Anhalt, and is what would be
expected for Objective 1/ Convergence regions. It also applies to infrastructure/services in
Burgenland, Basilicata, Nord -Pas de Calais, Ireland, and to external connectivity in
Algarve, Burgenland, North -East England and Nord-Pas de Calais.

For other development needs, the picture is more mixed. Ireland is judged to have made
the most progress in meeting a broad set of development needs, and a wide range of needs
has been addressed at least some extent in Andalucia, Burgenland, Dytiki Ellada, Galicia,
North -East England and Nord-Pas de Calais. Dealing with ent erprise-related development
needs seems to have been most difficult across all regions, particularly improving
weaknesses in entrepreneurial culture and encouraging the growth of SMEs. The same
applies to research, development and innovation (RDI) where li ttle progress appears to have
been made in all 15 regions promoting more private R&D investment. Lastly, the table
suggests that some development needs have intensified in certain regions, especially in
Sachsen-Anhalt (notwithstanding the progress made wit h restructuring noted above) with
respect to long -term unemployment, R&D investment and some aspects of social exclusion
(see Table 5 of the case study report). The severity of n eeds also appears to have worsened
in the areas of low productivity in Dytiki Ellada, social exclusion in Basilicata and
environmental problems in the Algarve. These patterns reflect important and persistent
differences among the regions in terms of structural characteristics and corresponding
needs.

2.5 Conclusions

In the late 1980s, all of the 15 regions had a complex set of problems and development
needs at the end of the 1980s. Although there were common problems of low GDP, and high
unemployment for some regions, the specific nature of development needs varied greatly.
Convergence regions typically experienced under -development across all thematic axes,
whilst problems tended to be more focused in regions facing industrial decline. Most regions

3 The table is based on qualitative assessments undertaken in the case study research. In representing
the evolution of need s, the table does not make inferences in relation to the causal factors that might
have driven the described change and, in particular, on whether the change is to be attributed to the
intervention of Cohesion policy or other policy interventions. Also, the problems and weaknesses
listed are often interrelated.
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faced internal disparities, presenting particular challenges for the prioritisation of act ions.
Notwithstanding similarities in initial needs, the regions experienced different journeys
over the study period reflecting a combination of national development trends and regional
policy choices.

Although the evidence presented above makes clear th at the distinctions between the three
classes of regions have shortcomings as a means of classifying needs, the discussion suggests
that they nevertheless provide a credible basis for analysis. As a classification, it goes some
way towards combining initia | conditions and regional characteristics, and evolution of
needs as a result of performance in the earlier programme periods. In the terms discussed
above in Section 2.1, major underdevelopment and deficits in all indicators, from basic
infrastructure and services, to human resource skills - often compounded by peripherality
(national or European) or significant internal disparities - characterised all the regions in
the Convergence and Phasingin/out groups, but with some obvious differences at the
outset in the intensity of these problems. In these two groups, Sachsn-Anhalt was
somewhat different because of the legacy of its centrally planned industrial economy, and
thus has some common ground with the RCE group while it can be argued that Burgenland
and Itd-Suomi have some features in common with Aquitaine . Notwithstanding these
caveats, the subsequent analysis retains the three groups based on Cohesion policy
designation for analytic al purposes.
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Table 2: Evolution of regional needs 1989 -present (from 1991/1995 for later accession countries)
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Dytiki Ellada

Campania

Norte

Andalucia

Burgenland *1

Itd-Suomi

NP de Calais

Ireland

Basilicata

Aquitaine

NR Westfalen

Key: - Major improvement ( D indicates needs largely met) I:l Limited improvement - Situation has worsened

Notes: (1) Refers only to water supply and waste water infrastructure. (2) Ruhrgebiet only
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3. STRATEGIES AND RELEMCE
3.1 Introduction

In order to receive ERDF support, each of the regions in the study was required to develop
multiannual programmes to identify interventions that addressed the perceived needs of
the region. The nature of these programmes varied over time and, to varying degrees,
there were multiple programmes for any one peri od, sometimes with a strategic framework
document such as a Community Support Framework and, more recently, a National
Strategic Reference Framework. This chapter examines the strategies which shaped these
programmes and their evolution over the programme periods. It also examines the priorities
and objectives of the programmes and assesses the extent to which they were specific,
measureabl e, achievabl e, r e The shaptet then distusses thee |l v ( 6 S MA
relevance of the strategies and reviews the complementarities and synergies identified in
the case study research.

3.2  Strategies in Cohesion policy programmes

A strategy can mean many different things, sometimes several different things
simultaneously. At a simple level, it is a narrative associated with an individual plan,
setting out objectives and how they will be achieved. This may be quite mechanistic as a
formal planning statement where the steps towards a desired outcome are set out as a
blueprint for specific policy actions. Alternatively, the strategy may be a loose framework
indicating directions within which a range of participants can develop their own strategies
and where the final strategy emerges from a process of experimentation and reflection
Regionstypically pursue a spectrum of such strategies, often interacting in ways that can
make it difficult to establish what the most important objectives are and the order in which
they are to be achieved .

In defining strategies there are a number of other issues to consider. At one level, a
strategy might concern the mix of measures and interventions and how these relate to  the
objectives to be achieved: this is what is usually considered as the programme strategy.
However, regions typically obtain support from multiple programmes, so that anot her level
of strategy relates to how the region integrated these various programmes, and what their
relationship was with any wider regional development strategy. In the latter interpretation,

an overarching strategy may identify what is to be done across a variety of programmes,
and may specify the contributions to be made by individual programmes. It may, though, be
less prescriptive and could be limited, for example, to how much funding is allocated to
different areas of public expenditure.

Where there are multiple strategy documents, plans or programmes at different levels of
governance, these may be in different forms. For example, a programme focused on
infrastructure might have a planning style of strategy in which the actions are specified
precisely at the outset in terms of the roads or railways to be constructed against a
particular timetable, whilst a programme for business support may have very much looser
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aims and objectives. In the latter it may be that the actual strategy itself evolves over the
course of the programme and is, therefore , subject to considerable flexibility.

A related issue is the potential for both explicit and implicit strategies. Each programme
agreed under the Structural Funds programmes will have had a written strateg y which
stated explicity what was to be done . However, the organisations implementing
programmes may, individually or collectively, have had their own goals for economic
development which may have differ ed from these explicit strategies, and may not be
formally recorded. Such implicit strategies may influence the application of the funds in
ways that lead to divergence from the explicit strategies. This is more likely where regions
have underlying aims and objectives which differ from the guidance provided for t he
Structural Funds; for instance, where the Commission has proposed minimum levels of
expenditure around particular objectives.

Further, implicit strategies different to those spelt out in programme documents may
emerge during implementation , as a result of a process of adapting programmes to meet
practical constraints and unplanned difficulties . A seven-year timeframe is relatively long in
public policy terms; reflecting this,  Structural Funds regulation s acknowledge the possibility
of shifting resources between areas of spend, modify ing the relative weight of instruments
implemented, and introducing new instruments or refin ing criteria for selecting projects
(with latitudes and modalities which can be changed from one programme period to
another). These changesto the content of programmes, which may be introduced without
altering the description of programme goals or priorities, mean that the  strategies actually
pursued may be different to those formally stated , but without explicit recognition of this

It follows from this discussion that regional strategies are likely to be complex and often
contested, with different regional bodies prioritising different objectives according to their
competences and responsibilities, and also with potential differences between national and
regional bodies, as well as between the rationales behind national and regional
programmes. A final overarching question is whether the region has an underlying,
development strategy, likely to be implicit, which drives the strategies of the individual
programmes, or whether the Cohesion policy strategies in the region drive regional
strategies. In the latter case , especially if wider EU imperatives such as the Lisbon/Europe
2020 strategies map out key policy orientations for which the ERDF is seen as an
instrument, national and regional governments may need to develop regional strategies
where they did not previously exist . In some cases these top -down pressures require
institutional adaptation because the regional scale of policy was not previously recognised.

3.3 The Cohesion policy strategies of the 15 regions

As observed by Casavola (2009), Cohesion policy is an active policy in which funding is

disbursedin theformof condi t i onal grants, with the European Cc
of the relevant agency?o. For this (teamemoef the stra
which is set in detail through EUlevel regulations) are supposed to be fully-fledged,

describing in detail: the objectives; intended results (the desired change); the interventions

or sets of actions to be undertaken in order to realise such change; and even the targets to

be achieved against initial baselines. The reality, however, is that evenin  2007-2013
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@ programme documents 0 despite the common outline depic ted in the regulations &
show a high variance with respect to the degree of unambiguousness or completeness
of the proposed ,2008p.dad (Casavol a

This finding applies to the 15 regions evaluated in this study. Variation is linked to a
number of factors, which include the varying institutional traditions and cultures in the
regions investigated, the existence ( or dominance) of wider domestic strategies, and the
levels of institutional capacit y available.

Some of the 15 regions had a clear vision of how they wanted to use the resources from the
Structural Funds in at least some periods, most obviously those in which a single regional
Operational Programme was closely linked with a collective regional strategy. Others had
multiple ERDF programmes & national and regional level being implemented in the region,
alongside other domestic spending programmes and hence an overall regional strategy,
even for the Structural Funds, could only ever take the form of implicit assumptions about
suitable responses to regional need and future development opportunities. There were
national level overarching strategies for the coordination of programmes, notably the CSFs
in earlier periods ( multi -regional strategic frameworks) and, more recently, the NSRFs
(national strategic reference frameworks covering all regions within the same country ,
irrespective of Cohesion policy status); however, these did not always comprise clear and
visible strategies for individual regions. Consequently, it is unsurprising that within  the 15
regions were polarised between those with a single, dominant and holistic strategy for the
ERDF programme andregions with multiple and complex overlapping programmes in which
holistic strateg ies were lacking or were much less evident.

Furthermore, strategies evolved over the period since 1989-2012 with changes in policy and
eligibility, learning effects, and changes in domestic governance structures. Sometimes
these changes led to a clarification of strategies and greater coherence, although notin  all
cases as some developments were regressive. Looking at the three main sets of regions
identified in the previous chapter, there are some commonali ties that can be identified
within the groups.

The regions initially characterised by major underdevelopm ent and deficits on all indicators
dnotably the Objective 1/Convergence regions as well as Ireland, Basilicata, Algarve (all of
which were classified as Objective 1 at the beginning of the study period) - were in
countries in which, at the outset, the st ructure of support involved national ERDF
programmes with varying degrees of regionally specific programmes. Ireland was the
outlier in this group , as prior to 2000 there were only national programmes integrated into

a National Development Plan, with no se parate regional ERDF programmes. Leaving aside
the Irish case, the regions typically struggled to adopt coherent strategies across the m any
programmes at national and regional levels, with in some cases relatively weak capacity at
the regional scale to dev elop complex strategies.

National Operational Programmes were usually driven by the investment strategies of
government departments, for example in the development of national transport and
communications networks, and they were only weakly connected at e ither national or
regional level. These national programmes then often failed to integrate with what were
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sometimes weak regional Operational Programmes. However, Basilicata is an example of a
region which, at least during the firsttwo  programme periods covered, had a comparatively
clear vision for how it wanted to develop, based on a comprehensive Regional Development
Plan that had initially been prepared during the 1980s . As regions also mainly lacked
separate domestic regional strategies, the consequenc e was a series of parallel programmes
with their own internal logic but poorly connected to each other.

In Portugal and Greece, for instance, there was no tradition of regional -level government,
and regional strategies were essentially driven by national policy objectives. In the case of
the Algarve, a national acceptance of its role as the main tourism region was incorporated
into programme strategies, whilst in Norte an initial focus on traditional industrial sectors
later led to internal divisions, with  some areas wishing to focus on high tech and services.
Norte later developed an orientation towards transport and logistics.

In ltaly, Campania, despite having autonomous administrative experience as a self-
governing authority since the early 1970s, experienced great difficulties in establishing
strategic orientation in the first two programme periods . Italian regions at this time
received most of the ir support through many national programmes (MOPs) astasketsd for
the allocation of expenditure, without an overarching underlying theory or inter -relations
with the regional OPs The situation only improved in the late 1990s when, in parallel with
wider national -level developments which saw more weight being placed on economic
theories as a basis for policy design, these regions gradually developed their own abilit ies
to draft regional development strategies.*

Galicia too had disconnected national Operational Programmes and weak regional
coordination.

The weakness of distinct regional voices in strategies in most of these regions meant that
there national and regional programmes diverged considerably, although infrastructure
tended to dominate in both cases in line with a common assumption at the time that
growth could be induced by enhancing the infrastru ctural endowment of regions . Over
time, strategies became less fragmented and more regionally specific. This was coupled
with a reorientation away from basic public services infrastructure, but the latter was
partly pushed by the Commission rather than a rethinking at the regional scale. In some
regions, there was also a sense, never formally stated, that the y had more or less
exhausted their initial list of infrastructure projects.

Ireland and Andalucia were outlier s in this group. Ireland, as a small country, was initially
treated as a single region by the ERDF, with a well -structured national strategy, and the
country experienced rapid development culminating in its exit from Convergence region

* This was a development favoured by a number of factors both exogenous (the con stitutional

reforms of 1999 and 2001 that assigned to the regions more powers and competences) and
endogenous to the policy (the higher share of resources to be channelled through the regional OPs &c.
70 percent in 2000-2006, compared to c. 30 percent in 1994-1999 d and the support provided by the

national coordinating body to the regional authorities for programme design). Indeed, the  2000-2006
CSF, through the ROPs, encouraged the creation of regional-level sectoral domestic strategies and

plans (e.g. in the field of social policies).

EPRC 22 LSE



Evaluation of the main achievements of Cohesion policy programmes and projects over the longer term
in 15 selected regions: Final Report

status. Because Ireland is relatively small, a national-level strategy was appropriate, and
the National Development Plan sought to promote development across the whole country
through local delivery mechanisms. The NDP also provided a more balanced and
coordinated strategy than was the case in other regions, and even when ERDF support was
reduced in later programmes, it simply became a smaller contribution to a continuing
national strategy. Andalucia had a regional development plan which was jointly written by
national and regional government s. One of its key aims was to overcome backwardness and
facilitate growth, with an implicit goal of unifying the eastern and western parts of the
region. Infrastructure was central to this strategy, especially road and rail networks. The
ensuing overall strategy therefore empha sised infrastructure and public investment , rather
than industrial development.

SachsenAnhalt differed somewhat from other Objective 1/Convergence regions in that it
was undergoing transition to a market economy as part of a unified Germany, as well as
having Objective 1 status for most of the period (in the 2007-13 period, part of the Landis
Phasingout). | ts strategic emphasis was on industrial renewal and development. For most
of the period, SachsenAnhalt received ERDF principally from a regional Operational
Programme rather than the mix of national and regional programmes found in other
Objective 1/ Convergence regions, although there was a national transport OP after 2000.
Thus, with a strong regional government and a strategy dominated by a single R OP, the
ERDF strategy was coherent and focused, and tied tightly into the wider regional
development strategy, with the programmes being used to support existing domestic
regional objectives and programmes dsuch as subsidies for the modernisation of industry.

The Objective 2/RCE regions, and also the Phasingin/ out or Convergence regions facing
transition or restructuring of traditional industries (Nord-Pas-de-Calais), were usually
supported mainly or exclusively through region-specific programmes. This im mediately
provided more opportunity for stronger strategic coherence. This was reinforced by the
existence (at least for part of the period in some cases) of strong regional strategic
leadership. Nonetheless, in all three declining traditional industr ial regions d Nord-Pas-de-
Calais, North East England and Nordrhein -Westfalen - there were initial strategy
integration difficulties caused by the existence of sub-regional programmes, particularly
with regard to different levels of eligibility for support. Nord-Pas-de-Calais included both
Objective 1 and Objective 2 areas, North East England was initially two Objective 2
programmes but then also had Objective 5b areas, whilst Nordrhein -Westfalen had only
small areas eligible for ERDF. In the 1990s, North -East England lacked a separate regional
strategy, and the need to develop a strategy for the ERDF drove thinking on regional needs
and hence strategy, even influencing national policies for the region. Subsequently, the
development of a formal Regional Economic Strategy reversed the roles insofar as it
provided a context that shaped later ERDF programmes from 2000 onwards.

Typically these strategies, at least for the ERDF programmes, were more tightly focused on
the conversion the region al industrial structure rather than wider development needs and
infrastructures. Some infrastructure was still supported, especially in the early period , but
this was typically associated with diversification , such as derelict land reclamation, new
industrial parks and related tran sport connections.
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Finally, the two Phasing-in/out regions and the one Objective 2/RCE region affected mainly
by issues of rural ity or peripheral ity (Aquitaine, Itd -Suomi and Burgenland) had more
diverse strategic approaches.

Burgenland was an Obijective 1 region in 1995 but with a single regional programme (i.e. no
overarching CSF or national programme). Regardedas a one-off chance for a deap forward 6
in economic development, the ERDF programme was developedat a time when the region
shifted from being on the eastern border of western Europe to a central location in a
larger, integrating Europe. Led by a programme group consisting of national and regional
representatives d and ring-fenced from the political influence which characterised other
interventio ns - there was an initial emphasis on removing supply -side bottlenecks, later on
followed by a shift towards stimulating demand.

Aquitaine had a more complex situation with two Objective 5b areas and a small Objective
2 area initially in 1989, although wi th increasing coverage of the territory in subsequent
programmes. Here, the fragment ed map of territorial eligibility resulted in differentiated
approaches 0 targeting investment in companies in the Objective 2 area and agricultural
and rural development i n the Objective 5b areas, although with shifts over time towards
the Lisbon agenda. The difficulties of finding single solutions led to generic programmes
within which local actors were able to use the ERDF to support their own local strategies.
Under a single RCE programme in the 2007-13 period, the focus has shifted to
competitiveness and more targeted objectives, but with a greater emphasis on the
opportunities in the more urbanised areas.

Itd-Suomi has also been through a number of changes in eligibilit y from 1995 onwards as it
evolved from a mix of Objective 6 and 5b, to Objective 1, and then Phasing-in 2007-13.
These changes coincided with the creation of new regional councils and organisational
change in the state organisations involved in regional de velopment. A characteristic of the
region over time has heterogene ous interests and thus objectives, with programmes being
designed to be flexibly interpreted by different stakeholders. A shift can nevertheless be
discerned, from broad renewal of the indus trial structure, to an emphasis on growth
sectors, then to an innovation driven strategy.

3.4  Explicit v. implicit strategies and theoretical underpinnings

From the above, it is clear that there were sometimes differences between the explicit
strategies as stated in programme documents and what regions were really trying to
achieve, or what might be called implicit strategies. However the explicit and implicit
strategies tended to become more aligned in later programme periods. In cases such as
Ireland, strategies reflected objective analyses and ex ante evaluations from the start,
which helped to ensure that the strategies were clearly formulated and implemented in line
with objectives. They commanded a reasonable degree of political consensus and within
the different branches of the state administration (with some exceptions in relation to
specific themes).

For most of the 15 regions, however, the strategies set out in programme documents during
the 1990s tended to be general, mono -thematic or generic, lacking evaluation evidence and
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sound needs analyses. Thistendency, which was by no means a peculiarity of the case study
regions (see, for example, the review of Objective 2 strategies in  Bachtler and Taylor,
1999), had two main implications. First, the explicit  strategies could hide a reality of
diverse interests and assumptions on the part of stakeholders. In Algarve, for example, the
programmes were underpinned by an implicit assumption that tourism would increase
through investments in transport and environme ntal infrastructure, although this was not
stated clearly in the programmes. In Nord-Pas-de-Calais, in the first two periods, the
explicit focus on reconversion/transition hid a continued preference for supporting
traditional sectors, which were an importa nt source of employment and had a strong
symbolic value for workers and local authorities (particularly in 1989-1993). Local
authorities in many regions were also a favoured beneficiary of ERDF spending because of
domestic financial constraints.

Second, the limited sophistication of early strategies also meant that the explicit strategies
could be open to interpretation, leaving extensive scope for flexibility during
implementation, sometimes le ading to discrepancies between the explicit strategy and
what was actually pursued. As an example, in Aquitaine , the divergence between explicit
and implicit strategies up to 2006 was because regional -level managing authorities were
unable to dictate what local authorities did. Thus, support to urban areas was implem ented
mainly through the redevelopment of public spaces rather than the other forms of support
foreseen by the programme, such as social and cultural innovation. Similar issues were
reported in Basilicata and Norte, where the loose specification of objecti ves allowed local
priorities to be pursued. In North East England, the early programmes were essentially
6containers®6 that the partnerships implemented with
different from the overall thrust of the programmes. In 1989-1993, this meant a significant
discrepancy between the stated strategy for enterprise support and sectoral development
and the actual allocation of resources to local authoriti  es for property -based projects.

The generality of explicit strategies was not necessarily due to inexperience or lack of
capacity: in Ita-Suomi it was a strategy in itself. The general objectives, in successive
programmes, were attributable to the difficulty of having to accommodate four, quite
different NUTS 3 sub-regional strategi es which inhibited specific goals and targets for the
region as a whole.

Over time, explicit strategies were adjusted in response to different assessments of needs
and development paradigms, although this did not always result in a real change in actual
strategies. For example, in Burgenland, the changes to programme strategies were
formulated in much stronger terms in the programme documents than actually occurred in
practice. Although the interventions set out in the programme documents were ambitious
and wide-ranging, most financial resources continued to be allocated to grants to
companies and other forms of business aid. During the 2007-2013 period, the focus has
more-or-less exclusively been on aid to individual companies & contrary to what was
declared in the explicit strategy. Similarly, while R&D and technology transfer capabilities
were strategic objectives in all three programme periods, actual implementation focused
more on attracting FDI (including R&D and investments in technology parks).
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Lastly, few strategies were clearly underpinned by specific theories of economic
development, with the exception of the Italian programmes (Basilicata, Campania) in the
2000-2006 period (endogenous development), North East England in the 2000s (regional
innovation system) and the domestic regional policy focus of Nordrhein -Westfalen and
Sachsen-Anhalt (the local development concepts devised at sub -Land level as part of the
so-called Regionalised Structural Policy) . Especially in the programmes during the 1990s,
strategies were generally drafted as compilations of interventions which would be used to
draw down funding. Attempts to reconstruct ex post the underlying theories, as part of the
case study research, indicated multifaceted, muddled and contradictory de velopment
models. In fairness, however, the strategies were often drawn up according to the
prevailing domestic or EU economic thinking of the time, such as the view in the late 1980s
and early 1990s that (for Objective 1 regions) infrastructure developmen t was a main
source of economic growth, and similarly in later periods, cluster policies began to be
introduced in line with the emerging academic evidence.

3.5 Evolution of objectives and priorities

The early ERDF programmes of the 15 casestudy regions had relatively simple objectives,
often with limited assessment of needs. In the first programme period  (1989-93),° the main
orientations fell into the following categories:

a) programmes from the Objective 1/Convergence group focused primarily

a. on infrastructure ( Algarve, Andalucia, Dytiki Ellada, Norte ),
complemented by ESF investments in human resources; or

b. on diversified, wide-ranging objectives, combining varying levels of support
for infrastructure endowment and basic services, with structural
adjustment/entr epreneurial support measures aimed at developing
industry, entrepreneurship, conversion, skills, competitiveness and wider
quality of life (' Ireland, Campania, Basilicata, Galicia );

b) programmes from Phasingin/out or Objective 2/Competitiveness regions focused
mainly on the challenges of structural adjustment and dealing with their industrial
legacies (including cleaning-up brownfield sites), often together with external
accessibility, the pursuit of intra -regional territorial balance and/or support of
marginalised groups (Nordrhein -Westfalen, Sachsen-Anhalt, Nord -Pas-de-Calais,
North East England);

c) programmes geared towards rural development and the economic diversification of
rural or sparsely populated areas ( Aquitaine, Itd -Suomi from 1995); and

d) a predominant focus on enterprise development and the modernisation of the
industrial base (Burgenland, also only from 1995).

% For Burgenland and It&-Suomi, the first programme period was 1995 -1999 following the accession of
Austria and Finland to the EU in 1995.
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For the most part, the regional objectives were remarkably stable over time, tending to
evolve incremental ly rather than being radically over hauled at the beginning of each
programme period (a trend which was also true in other EU regions - see Bachtler et al .,
2000 and Taylor et al., 2004). This applied in particular to the 1990s , although Basilicata
was an example of a region where four strat egic axes persisted over the entire period from
1989 to 2012, despite shifts of emphasis. More substantial changes were undertaken at the
start of the 2000-2006 and 2007-2013 periods, driven mainly by compliance with EU
objectives and the influence of the Lisbon strategy (the Community Strategic Guidelines in
2007-2013). Changes in the eligibility status of regions (e.g. Ireland in 2000, Basilicata in
2007) or in territorial eligibility (e.g. in Nordrhein -Westfalen, North East England, Nord -
Pasde-Calais, Aquitaine ) also prompted strategic re -assessments This involved a certain
homogenisation of approach, at least in terms of stated strategic objectives, and a general
shift towards funding more private sector beneficiaries and projects after 2000.

Nordrhein -Westfalen was the only region which undertook a strategic review during the
1990s; in 1997 the main strategic orientation of the Objective 2 programme on structural
adjustment was retained, but with a shift in focus towards employment creation and major
projects. Programming for 2000-2006 saw substantial strategic reassessments in Ireland,
Itd-Suomi, North -East England, Campania and Basilicata & generally driven by domestic
policy developments. The North East England strategic review was influenced by the
realisation that attracting FDI could not solve the region's development problems unless
complemented by a change in the endogenous entrepreneurial culture. In  SachsenrAnhalt,
t he programmeos scope was extended in 2000, foll
framework of domestic regional policy ( GRW®, while in Ita-Suomi, a change in national
domestic policy thinking led to a shift from support to firms and agriculture to promotion of
the 6 kowledge 6 eonomy.

The new orientation of the EU Community Strategic Guidelines in 2007 emphasised
innovation, and often tallied with domestic paradigm shifts within the regions. In
Nordrhein -Westfalen, for instance, the 2007-2013 programme has entailed a fundamental
shift in objectives, whereby support for structural adju stment and employment has been
superseded by competitiveness and adaptability, and the territorial focus on the Ruhrgebiet
has been discontinued. As explained above, the shift in objectives was part of a longer term
process of reorientation towards innovation, due partly to the realisation during the 2000
2006 period that the previous approach and its implementation had become dated and
inefficient , resulting in the launch of a cluster policy. Similarly, in  Nord-Pas-de-Calais,
there was a clear shift toward s Lisbon priorities for the 2007-2013 programme, which
represented a fundamental change in direction. Although ostensibly driven by EU
requirements, it was also embedded in the framework of domestic policies, notably the
competitiveness poReegsi ommad tmemownatwi d&dn strategyd, el
support of the European Commission and aligned with the Contrat de Projet Etat -Région
and the Regional Economic Development Scheme (SRDE, 2005).

6 Gemeinschaftsaufgabe Verbesserung der regionalen Wirtschaftsstruktur (GRW) Joint task for the
improvement of the regional economic structure.
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Most recently, the economic crisis has led to extensive re -programming in a few regions’
(Dytiki Ellada, Campania, Norte ), linked sometimes (in Campania and Basilicata) with a
parallel change in domestic regional and national governments and thus policy priorities. In
some respects, it is remarkable how few regions did overhaul their strategies in response to
such major external shocks, a point noted also later in this report (see Chapter 8 ) which
highlights the lack of flexibility of some programmes.

Within this strategic context, the key thematic trends over time were as follows (more
detailed information on the evolution of individual regional strategies is provided in Table
3, Table 4 and Table 5).

1 Greater emphasis was placed on R&D and innovation mainly from 2000 onwards.
Earlier attention to t hese themes was evident in several regions (e.g. Aquitaine,
Campania, Ireland, North East England, Nordrhein -Westfalen), but the
interventions ofte n underperformed initially, due to a lack of readiness and
understanding of the main co -financing bodies or beneficiaries.

1 Support for entrepreneurship and more sophisticated SME interventions & e.g. with
support not just for fixed assets but also for marketing, internationalisation,
financial engineering, industrial areas, cluster support etc. - also increased over
time. Burgenland was distinctive in making the modernisation of the industrial base
of the Land the central theme of all its programmes from 19 95 to the present.

1 The Urban Community Initiative paved the way for the integration of urban
development in the mainstream programmes, reflected in support for regeneration
and specifically community development, which featured more strongly in the
2000-2006 and 2007-2013 programmes.

1 Continuity of support throughout the study period was evident in four areas: (a)
tourism, in virtually all regions, increasingly linked to wider attractiveness/cultur al-
related interventions; (b) environmental infrastructure an  d/or nature protection in
some regions (e.g. Basilicata, Campania, Galicia ); (c) cross-border linkages and
cooperation with neighbouring regions, as part of the mainstream programmes,
INTERREG programmes or both (e.g.Galicia, Aquitaine, Norte, Itd& -Suomi); and (d)
improvement of quality of life, in a few programmes, such as Campania, Dytiki
Ellada and Galicia .

A more detailed overview of the evolution of objectives across the programme periods is
provided i n ObjediVe | 1éCon&rgericé 6 Regi on =) , £hablagin/out 6
Regi ons) anobjecivaRCESO b Régi ons.

3.6 SMART objectives

Overall, the case study research found a general perception among programme authorities,
other stakeholders and external experts that programmes had improved over tim e and had

” As have other European regionsmore generally ( see European Commission 2013a2013b).
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become mor eHov&dn ARy \@ried in their success in this respect, and in some
cases there were reversals.

Taking the SMART attributes in turn, o bjectives should be specific , clear and unambiguous.
However there was a tendency in many of the programmes to have general statements
about improving development in the region and unrealistic ambitions of closing the gap
with national or EU averages, without specific objectives which connect ed with the needs
of the region. Many programmes were generic, and could have been adopted in other
regions. Whilst strategies did become more regionally specific over time, there was also
some convergence due to the pressure from the Commission to address EU-wide Lisbon
objectives. ®

Considerable progresswas made in making objectives measurable, although more needs to
be done to meet expectations for the 2014 -20 period.? In the programme periods of the
1990s programmes lacked quantified targets and monitoring systems. Later programmes
have often had some form of impact measure, but the metrics used were often been crude
and poor measures of the interventions. Th is led to projects seeking to optimise the

measurements rather than delivering the best results for the region. In addition, some

objectives were not easily amenable to quantified targets, and were best described in
qualitative terms, although this present ed problems for measurement and estimating
whether the project was as successful as it should have been, given the resources invested.

Some of the programme-level objectives were over -ambitious, and hence not attainable
(discussedin more detail in Chapter 5). Setting a target for an activity needed a detailed
understanding of how that target will be achieved. This could be relatively simple for a
construction activity where relative costs were known, but much more difficult in
interventions where benchmarked costs were unknown, or where activities were highly
heterogeneous and the mix was not known in advance. Even for construction, though, there
were often problems of poor targets being set, one explanation being that assumptions
about costs were shown to be unreasonable. Missed targets in many regions could be
attributed to poor implementation, but also to unrealistic  targets.

The relevance of programmes was a central issue in the study , examined in more detail
below. The crucial question was whether programmes were designed to meet the real
needs of the region. As noted above, many of the regions saw some fragmentation of

8 A source of weakness in the development of specific objectives, which is also relevant for the 2007 -

13 generation of programmes, was the unpreparedness of regional administrations at the time. In this

regard, the 15 regions were not an exception. A recent study by DG Regio on 23 pilot Managing

Authorities in 15 Member States found that programme objectives t ended to be generic, and that the

logic of intervention in programmes was often weak, with priorities often resulting from the

aggregation of 8 mor e or | essbsprionities|. &te estddy underlines that some programmes

owere designed in a deliberately vague fashion so that resources could be spread thematically and
geographicallyd (European Commi ssi on, Di208pBr ate Gener al

% Inaccurate target setting is also not a problem exclusive to the 15 regions covered by this study. The

European Commission in its working document on the 2013 Strategic Report found that even in

current programmes, 6 Tar get setting remains perhaps the most wides
In a number of cases, targets were not been set. Where targets were set, many were often

substantially over - or underachievedd (European Commission 2013b, p.21).
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interests as different stakehol ders had different conceptions of the needs of the region.
Thus, if the needs were contested then there w ould inevitably be disagreements about
what was relevant.

Finally, objectives should be timely : there should be a realistic timescale over which
objectives should be achieved with the resources available . This was automatically
introduced in some respects by the nature of programmes which set a specific timescale for
interventions, although they usually d id not specify the timescale over which results were
expected 0 especially where the scale of ambition was much greater than can be achieved
within the programme period (see Chapter 8). This then introduce d problems of evaluation ,
especially where results arose only after the programme end ed. In most regions, this was
due to inadequate consideration of the time frame over which interventions could be
assessed. Major infrastructure projects exemplif ied the difficulty because many required
support from successive programmes.

3.7 Relevance

A key gquestion for the study is the appropriateness of programmes in meeting regional
needs, specifically whether the design of programmes (strategic goals, objectives,
priorities, expenditure allocation) can be considered as relevant to the needs of the region

It is important , moreover, to stress that relevance can only sensibly understood in terms of
what was perceived to be needed at the time the programme was formulated . Based on the
case study research, the regions can be categorised into three groups which do not, to any
particular degree , reflect the three different types of eligibility ~ for Cohesion policy support
(see Table 6, Table 7 and Table 8).

1 High relevance dwhere programme strategies were judged to be relevant across the
study period dapplicable to Sachsen-Anhalt, Norte and Galicia, Burgenland, Nord -
Pas-de-Calais and Ireland and Nordrhein -Westfalen .

1 Moderate to high relevance - where programme strategies were considered to be
relevant for much of the time, with the exception of certain periods or areas of
need, and/or where the programmes captured the right needs with their
overarching objectives but without necessarily being able to appropriately
modulate and prioritise the financial effort  or devise appropriate instruments &
applicable to Basilicata, Campania and Andalucia.

1 Moderate relevance - where programme strategies were regarded as being only
partially relevant & applicable in the cases of Dytiki Ellada (in earlier periods) , Ita -
Suomi, Algarve, Aquitaine and North East England .

The tables provide both a summary review of the assessment of relevance for each case

study, as wel |l as t hessmenvd telavartcd i lindstgle aemlihethea s s

the programme objectives would still be considered relevant today, based on the current
appreciation of need and development theories and models, compared to when the
programmes were drafted.
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There is no obvious pattern linking the degree of relevance to the relative development of
regions and thus to their Cohesion policy status, and the strategic scope and fina ncial scale
of programmes. The picture is mixed across the three groups of regions - Objective
1/Convergence, Phasingin/out and Objective 2/RCE. Thus, whether the regions belong to
one or other of the three categories does not appear to have been a factor in determining
the degree to which programme strategies were relevant .

Whether regional strategies were drafted at regional or national level does not appear to
be a key factor either. However, programme strategies and objectives appear to be more
relevant where strategies were underpinned by solid ex ante evaluation and analyses of
need, something which tended to improve over time (although even during preparation for
the 2000-2006 programmes, the actual impact of ex ante evaluations was limited by the
tendency to undertake them in parallel with the drafting of programmes - see Bachtler et
al., 2009). Only Ireland and Nordrhein -Westfalen consistently undertook evidence-based
programming. However, even in Nordrhein -Westfalen the linkage between ex ante analysis
and strategy was indirect , in the sense that the domest i ¢ O Regionalised Struc
which informed the content of the Landds ERDF pr o g itsafninfoenrsed by seaesal
studies and analysesthat had been undertaken independently of Cohesbn policy.

Perhaps surprisingly, strong thematic concentration is not always positively correlated with

relevance. In some cases, the strategic focus on a single dimension in early programmes
negatively affected the progr apareiwedneedb (eb.iiny to add
Dytiki Ellada ). Similarly, in the 2007-13 period, the focus on Lisbon priorities is perceived

to neglect development needs which are still relevant (for instance the specific needs of

rural areas in Aquitaine and of physical regeneration in the Tees Valley in North East

England).

The lack of direct correlation between the needs declared in programme documents and

the explicit strategies may, however, signal that implicit strategies (rather than what is

stated in programme documents) matter more , and could strengthen rather than weaken

the programmeos actual r eCampamia) suecessive @rograramea mp | e , i n
explicitly recognised the need to rebalance spatial population and economic patterns, at

the same time as they were di recting most of the resources to the metropolitan area of

Naples. Apparently contradictory, this choice can be considered justified, due to the

concentration of population, economic activity and social and economic problems in this

area and t hative ecanoneicapltential éahd spillover effects) .
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Table3: Evolution dobjetctatvegild Regidner genced
Region 1989-1993 1994-1999 2000-2006 2007-2013
Sachsen Capital oriented funding approach Continuation of capital -oriented | Firms competitiveness especially SMEs; Growth and job -creation through innovation,
Anhalt funding approach, explicit focus infrastructure in education, s cience and inter - research and education, entrepreneurial capital
on SMEs, support for regional transport (federa | programme); & infr astructure (in transport sector, federal
endogenous entrepreneurial internationalisation strategy and strengthening programme). Addition of urban dimension in
potential, support to coal, steel export capability; urban development (Urban programme strategy, continuation of
conversion and urban regions C.l) internationalisation & exports strategy.
(Community Initiatives)
Dytiki Infrastructures, quality of life, Infrastructures, linking the Infrastructures, linking development with the Continued emphasis on infrastructure
Ellada stimulation of endogenous regionds devel o] planned transport projects, SMEs and development, focus on competitiveness and SMEs,
growth, local devel opment. planned major transport environment, quality of life, innovation and and innovation/ Information Society for regional
projects, endogenous and local Information Society for regional competitiveness, competitiveness.
development, quality of life, integrated spatial development (rural, urban and Weakening of the strategic choice to connect the
industrial development and SME | specific population groups), tourism & culture, regionds devel opment wi
support. diversification of rural income. projects. Improving qualit y of life.
Campania Investments in infrastructure and Infrastructure, increased Al i gnment with &New Pr o{( Algnmentwith NSRF, and thus emphasis on
(to a lesser degree) in support to support to firms, research and thus emphasis on governance, transportation, transport, environmental sustainability,
firms, urban regeneration and innovation, urban rege neration, urban renewal, local development, re search and education, R&l, local development, tourism
community development, cultural heritage, introduction education, softer issues such as gender and development, urban renewal.
investments in cultural heritage. of legality and security and of capacity -building.
6softer issues?d
cohesion and education.
Norte Accessibility and Human Capital Education, health and cultural Transport and education infrastructure, Innovation, R&D and competitiveness,
infrastructures infrastructures, clustering, innovation supplemented by development support for low
transport infrastructure density areas.
(roads, railways).
Andalucia Articul ati on and| Environmentalinfrastructure, Completion of transport infrastructure network, R&D&l, entrepreneurship (away from subsidies),
territory, water infrastructure, support to the productive and e-PA and computerisation of citizen services, reform of the incentives system and
tourism development, areas and industrial locati on factors, regional innovation system, intangibles reinforcement of financial instruments, increased
services to businesses, social development of compulsory (organisational capital, innovation, ICT, etc.), connectivity and quality of transport
infrastructure. secondary education. nature conservation, tourism development, infrastructure, natu re conservation and
economic diversification, branding. biodiversity, differentiation and quality tourism,
social infrastructure.
Galicia Internal connections, external Access from outside of the Improving access from outside and internal Access from outside the region and internal

accessibility, sanitation and
purification, investment and
modernisation of productive
sectors.

region, internal
communications, environmental
deficit, halting industrial
downturn, regional
development agency.

communications, environment, infrastructures,
productivity and competitiveness of firms, R&D
Plan, Regional innovation system.

communications via high-capacity road networks,
R&D Plan, Regional Innovation System, pollution
control and protected areas
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Table 4: Evolution of strateg i e sPhasig-in/ ou t Regions

Region 1989-1993 1994-1999 2000-2006 2007-2013

Burgenland N.A. Large -project strategy (business parks, Completion of business infrastructure, Grants for industry investments, SME
technology parks), IT -Infrastructure, increased emphasis on SMEs and start support, increasaeddf g
grants for industrial investments, FDI ups, Clusters & cooperation, tourism R&D/Innovation, centres of excellence,
tourism, training (ESF) training (ESF) tourism & culture

It&-Suomi N.A. Recovery from recession, modernising the Promoting the knowledge -based Creating innovative environments (support

periphery via business development support economy (knowledge infrastructure ) to networks of firms and joint laboratories)

Nord-Pas In line with domestic policies, More efforts on former mining area (Objective 1 Continued focus on large projects and Strong influence of EU regulations on Lisbon

de-Cadais infrastructure and businesses. area); focus on infrastructure but stronger infrastructure but increasing concern on strategy. Coordination with domestic

emphasis on HR and social issues; improving innovation, ICT, sustainable competitiveness poles; more qualitative
6i maged and O6attract i v g development. approach of industrial renewal.

Ireland Broadly based CSF with a focusor | Broadly based CSF with continued investment in | Focused NSRF (E\Funded component of | Focused NSRF (E\Funded component of
direct support for enterprise, infrastructure and enterprise, new local much larger NDP) addressing innovation | much larger NDP) addressing innovation,
infrastructure, training development OP and regional development environment, ICT and Gateway locations

Basilicata Building infrastructure for growth Infrastructures for growt h and social cohesion; Endogenous growth, SMEs and Competitiveness and jobs (Lisbon strategy)
and tourism development SMEs and soft interventions environment

Algarve Investments in environment and Environmental investments, education and Accessibility , urban rehabilitation Innovation, R&D, competitiveness, urban

basic education infrastructures

health i nfrastructures, accessibility

projects, support for low density areas

rehabilitation projects and
intervention in low density areas

Table 5: Evolution o f

str atOdg ieecd i vaERegbhsRCE S

Region 1989-1993 1994-1999 2000-2006 2007-2013

Aguitaine Industrial diversification, new Insertion in European trade flows, infra -regional Strengthen the key role of businesses in Innovation and sustainable development
activities, integration of Lacq - cohesion, conditions for economic development job creation as drivers of regional competitiveness,
Orthez basin with surrounding (Obj. 2); agriculture & forestry as drivers for Enhance local resources from the strengthening competitiveness t hrough
industrial areas Adour basin rural areas, economic diversification, perspective of a sustainable and balanced | innovation, exploitation of
(Obj.2); job maintenance and environment, attractiveness of rural areas territorial development environmental assets in a sustainable
creati on (Obj.5b) (Obj.5b). development perspective

Nordrhein - Diversification of industrial Diversificatio n of the industrial structure, SME Enterprises and start-up support; Strengthening entrepreneurship,

Westfalen structure, environmental quality infrastructure, reuse of industrial wasteland and innovation and competences, in novation innovation and knowledge economy,
and sites reclamation, CBC and, environmental quality, human capital and, from infrastruc ture, support to targeted sustainable urban and regional
from 1992, HR modernisation. 1997, support to enterprise development. groups. development.

North East Aligned to domestic strategy of Increased emphasis on innovation & enterprise, Alignment with new Regional Economic Embedded in larger Regional Economic

England attracting inward investment, introduction of ©6soft er | Strategy and Business Links programme. Strategy/RES Action Plan and Single

with physical development and
local connections.

economic development, redevelopment of large
strategic sites and transformational tourism
projects). Emerging cluster approaches and
university i nvolvement.

Stronger focus on SMEs and new financial
instruments: softer infrastructure,

business support, excellence centres and
finance equity instruments.

Programme match funding: business
support, innovation connectors, finance
equity instruments.
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Table 6: Assessment ®Objreeltéwaende CRegionser genced

Region Relevance Assessment

Sachsen-Anhalt HIGH. Programme objectives, priorities and expenditure allocation on the whole responded to the needs 1991-1994 programme mono-dimensional (due to pragmatic
identified in the programmeds background anal ys ¢ rather than strategic choice), not all needs were adequately
of programme scope was justified. In the current period, however, it may lead to reduced effectiveness addressed (e.g. urban structure, innovation).
given the spread of reduced resources across too many areas of intervention.

Dytiki Ellada MODERATE. Monc-dimensionality of programmes from early periods (infrastructure) and new 2007-2013 pr ogr amme s 0 objectives
institutional set up and wide coverage (many themes and priorities) in current period mean  that not all stated intention to focus on strategic projects, rather than
regional needs have adequately been addressed in programme strategies. continuing the past practice of spreading resources th inly to

many small projects, has tended to be overhauled by the
current crisis.

Campania MOSTLY HIGH. The strategies formulated in the programmes were generally coherent with the needs Spatial distribution of population and economic activity
identified, with a few exceptions in relation to labour market, enter prise, social cohesion and the | mentioned as need, but without building fully -fledged
spatial distribution of economic activities. strategies to redress imbalance (with the exception of

interventions in agriculture, rural and urban regeneration,
cultural heritage and tourism development). In reality,

programme interventions tended to focus on the Naples
metropolitan area.

Norte HIGH. Serious deficiencies in infrastructure and human resource skills duly taken into account in all four Cluster strategy introduced in  1994-1999 was inappropriate due
programme periods. From 1994, focus also on enterprise, structural adjustment and innovation was to cultural attitudes amongst the entrepreneurial class
correct given prospective change in international competition.  2000-2006 programmes further seeking | (consisting of microenterprises). This was not acknowledged at
better balance between traditional sectors and new activities (structural adjustment) and exploitation the time.
of advantages geographical position in the Atlantic Area, whilst supporting innovation to modernise
traditional sectors. Current programmes. NSRF paradigm shift towards regiona | competitiveness &
critical mass building cannot be assessed as undergoing change (financial crisis).

Andalucia MOSTLY HIGH.Overall relevant throughout the study period (view shared by regional stakeholders). Insufficient efforts to reinforce the industrial base.

However, this assessment differs if one compares need and imputed objectives on a theme by theme
basis (where for some themes there is a wide discrepancy between theme and needs).

Galicia HIGH. Main regional needs in the initial programme periods were: lack of transport infrastructure Insufficient attention was given to the promotion of
(accessibility and internal connectivity), telecommunications and electricity networks; conservation and internationalisation and small businesses.
improvement of the environment (drinking water distribution, waste water and solid waste
management); diversification and competitive enhancement of agriculture and indus try; a need for
innovation. These objectives were largely addressed by the programmes (innovation in later periods),
exactly designed to indirectly impact on the productivity of the economy and its ability to generate
employment opportunities. Strategic s hifts from one period to the next were justified.
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Table 7: Assessment dhasingénloa vRegiange : 0

Region Relevance Assessment

Burgenland HIGH. Programmes e based on broad and good understanding of regional needs. Strategies A lack of flexibility and adaptability to the changing needs of the
developed further over the three programme periods and addressed regional needs: (i) provision programmes.
of business infrastructure; (ii) high -quality telecoms infr astructure; (iii) modern water supply
and wastewater system (fundamental bottleneck); (iv) modern product and services in tourism;

(v) improvements to education infrastructure.

It&-Suomi MODERATE. Relevance limited by need to accommodate 4 distinct sub -regional strategies in the 1995-1999 programme too focused on mature or declining industries & not
programmes and, in first period; reactive approach focussed on declining industries. sufficiently geared towards the support of the structural change processes
Correspondence between needs and programme goals has improved ove time. necessary for the renewal of the production structure of the region.

Nord-Pasde- | HIGH. Programme strategies adequately matched the regional needs as perceived at the time. Support of traditional sectors in earlier perio  ds, whilst protecting jobs and

Calais The more pronounced focus on innovation, R&D and competitiveness from 2000 was in tune with businesses in the short term, delayed transformation. Relevance hampered
the regionds need for reconversion. by implementation difficulties (coordination of local actors, mobilisation of

SMEs to inrovate).

Ireland HIGH. Changing emphases over time, but clear r elevance throughout. From the outset, There might have been some missed opportunities: broadband/ICT and
strategies were devised based on sound analyses of need (e.g. formal evaluations by ESRI, renewable energy. Domestic constraints limited the effectiveness of the
foresight exercises, wider political and public debates). Clearly, however, as focus of investment strategies, i.e. limited public sector reform, transport regulation
and availability/relative siz e of ERDF resources changed over time, needs have been addressed difficulties, absence of user charges in domestic water, a failure to
to a varying degree over time (whilst relevance was maintained throughout). develop a real regional development policy (NSS too late).

Basilicata MODERATEProgrammes were able to identify existing needs and to respond to them, but only
in a partial way and key needs have remained unaddressed in all periods from 1994 (for differing
reasons in each period). [This assessment only relates to the ROPs].

Algarve MODERATEO Overall relevant until 1999. Not fully relevantin ~ 2000-2006 (economic The focus on tourism in 1989-1993 and 1994-1999 meant that the
diversification intended but not pursued as main focus continued to be on tourism) and in ~ 2007- productive fabric beyond this sector was neglected.

5%13 (fc;cus ?n clompe‘tlt:yertlless con(}este?j |tn té]e relglo_n tand Ilack of acknowledgement of need for Focus on Lisbon is leading twDiferenteg
ifferent sectoral specialisations and need to develop internal areas). sectoral specialisations also not adequately acknowledged.

Table 8: Assessment bjrelt é waRegh#hsk Cék 6

Region Relevance Assessment

Aquitaine MODERATEUntil 1999 programmes based on domestic strategies/policies rather than needs -
analysis. 2000-2006 strategy not focussed due to divergent stakeholders needs). 2007-2013:
greater focus, but some traditional fields (transport, tourism, culture) and needs of rural areas
left out. Environment under - represented compared to need until 2007.

Nordrhein - HIGH. Programme strategies were relevant. However, ERDF programmes were a framework No understanding of the nature of th e change that structural adjustment

Westfalen strategy: linking problems and activities rested on the regional initiatives. would require. Poor appreciation of need for coordination between cities.

North East MODERATEDifficulty to strike right balance: 19891993 focus on infrastructure meant that not -

England all regional needs were addressed. 1994-1999 too many interventions and weak prioritisation.

2000-2006 concentration on entrepreneurship and innovation neglected some core needs (CED),
and again in 2007-2013. Early programmes had little coherence between strategies and actual
investment.
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3.8 Complementarities & Synergies

The ERDF does not operate in a policy vacuum, but complements (and operates in parallel
with) other EU funds, notably the ESF and EAGGF/EAFRD, but also with domestic regional
policies and other domestic policies and sp ending programmes. EU regulations and guidance
expects that EU funds will be implemented in a complementary manner dwhich forms part
of the rationale for Community Support Framework or National Strategic Reference
Framework planning structures - whilst co mplementarities with domestic policies often
operate explicitly through co -financing or matching funding requirements.

3.8.1 Synergies among ERDF programmes

In the Convergence regions, the ERDF actionsusually consisted of a combination of regional
and national thematic Operational Programmes, coordinated through the CSFs. Formal
planning requirements should lead to explicit complementarities, and in some regions this
was the case, notably where national programmes funded trans-regional transport
infrastructure w hilst regional programmes funded local networks or stations. Such planning
frameworks may better match government structures in a country where national ministries
are responsible for major infrastructure spending whilst regional bodies have more limited
responsibilities for softer investments such as advice to business and local development
projects.

The coordination between national and regional level Operational Programmes, however,
was not always straightforward. In Basilicata and Campania, for instance, despite some
exceptions (notably transport, education and, to a more limited extent, research), national
and regional programmes were generally poorly linked , despite the formal existence of an

overarching cross-regional strategy, represented by the CSF. Elsewhere, there was a lack of
coordination in the earlier periods between , for example, Objective 2 and Objective 5b
programmes in adjacent areas, as well as between the mainstream programmes and the
Community initiatives. The latter did have an importa nt role, though, in testing new
concepts and types of project that were later mainstreamed in the core ERDF programmes.

3.8.2 Synergies with ESF and other EU funds

The interaction between ERDF and ESF has historically been a major challenge for the
strategic management of the ERDF programmeqDavies 2011; Bachtler and Mendez, 2010;
Taylor and Promé, 1997). Insofar as synergies could be achieved, they usually involved the
use of ERDF to create the infrastructure and fund equipment, and the ESF to fund training
activities. Whilst Operational Programmes have often sought to combine the two Funds ,
sometimes within integrated actions, the ER DF and ESF have distinct objectives, targets,
operating rules/ modalities, and coordinating entities (often operating with very d ifferent
mindsets). This presented difficulties in being able to linking the objectives to each other
and managing implementation.

For example, in the R&D sphere the ERDF funded buildings, research and lab equipment,
research activities, innovation projects in private firms and transfers from public and

private research centres to private firms, while the ESF funded the provision of training in
research centres, higher education institutions and in private firms . Sometimes combined
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within a single , composite project, these activities required coordination b etween different
administrations /units which was not always easily achieved. More fundamental is the
guestion of whether, at a strategic level, there was correspondence between the strategic
employment and training objectives and priorities governing the regional use of ESF and the
sectoral or enterprise strategies being pursued through ERDF funding.

The 15 regions present some good examples of integration and synergy between ERDF and
ESF One of the most positive examples of synergy between the Funds was in Ireland,
where a National Development Policy guided all ERDF programmes and ensured good
coordination between them, reducing overlap and duplication, and facilitating good
synergies with other EU programmes such as ESF and Fisheries Guidance. Good practice
examples included coordination between ERDF support for tourism product development
alongside ESF support for tourism training, and linked educational programme and
infrastructure support in the vocati onal training sector and universities. In  Burgenland, too,
a good synergy was reported between ERDF support for training facilities and ESF
programmes, such as in the development of the University of Applied Sciences , in the
support of company relocation and in the tourism sector (where the ERDF generally funded
gualification measures and equipment, and the ESF provided training of human resources) .
Positive ERDF/ESF coordination experiences were reported in Ita-Suomi where, for
example, ESF supported training programmes using ERDF supported clearroom facilities,
and a number of other innovation oriented projects dr ew on both funds.

Sachsen-Anhalt started to integrate sources from different EU funds to tackle urgent
problems at a very early stage. The ex p ost evaluation of the 1991 -93 programme noted
that 44 projects integrating ERDF and ESF funding had been implemented. In these
projects, enterprises (mainly SMESs) received ERDF support to improve their technical
standards and enhance their competitiveness, while at same time the ESF supported
training activities to upgrade employee qualifications. Overall, these projects led to a
reported total of more than 4,000 jobs being created or safeguarded. Similarly, integrated
ERDF/EAGF projects for the developmen t of rural areas and infrastructure investments in
46 local communities were reported to have created more than 2,400 jobs. Despite this
apparent success, synergies or complementarities were judged to have been low or non -
existent in the first programme pe riod. Subsequent evaluations revealed continual problems
with coordination, although in the 2000-2006 programme there was some bundling around
integrated priorities, and harmonisation of organisational procedures and reporting
requirements.

Further challen ges, relevant to only some of the case study regions , arose in attempts to
achieve coordination with the EAGFF and EFF a wider issue for ERDF programmes, asthe
ex post evaluation of 2000-2006 programmes demonstrated (Applica et al ., 2010, p.106). At
both strategic and operational levels, the experiences of the case study regions
demonstrated examples of both the exploitation of synergies and disjuncture between the
management of the Funds. Nevertheless, good examples of synergies between the ERDF and
the EAGGF can be found in Burgenland, and also in Dytiki Ellada, Andalucia and
Aquitaine . Burgenland saw the establishment of quality brands in food and viticulture and
their links with tourism, as well as in the development of national parks and the use of
EAGGF support for biomass linked with ERDF funded renewables projects. In Dytiki Ellada ,
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the LEADER initiative between 1994 and 2006 was important for the diversification of
mountainous and disadvantaged rural areas through tourism and small scale business,
complementing the investment delivered through the mainstream programmes. The switch
from agricultural subsidies to agri -tourism supported the move to an entrepreneurial
culture. Some of the strongest synergies between programmes were associated with the
Integrated Programmes of Rural Development (OPAAX) during 2000-2006 in selected
mountainous and disadvantaged rural areas. There was, however, less synergy with ESF
sectoral programmes, although ESF and ERDF did jointly fund social welfare projects: ERDF
supporting the infrastructure whilst ESF supported the operational costs.

Andalucia benefited from a LEADER initiative to develop tourist villages, and
complementarities within the Forest Plan : the ERDF financed water infrastructure, erosion
protection and fire prevention whilst EAGGF supported forest management programmes.
The ERDF and ESF were also used together to support entrepreneurship with training
activities for entrepreneurs alongside financial instruments and land and property projects.

In Aquitai ne, good complementarity between the EAGGF and ERDFoccurred in 2000-2006
around agro-food and forestry . Since 2007, however, the transfer of the EAFRD(formerly
the EAGGF) outside Cohesion policyhas meant that th e EAFRDtook on sole responsibility
for a core set of rural development actions , with the ERDF dropping out of those actions,
although synergies still exist in the water and wood energy sectors.

At the opposite end of the spectrum, the case study research on Algarve and Norte found
that, in Portug al, different ministries were responsible for ERDF, ESF and other funds and
were not adequately connected. There may have been a few cases in which synergies were
achieved at a project level, but these were not considered as evidence for a general
strategi c complementarity between funds. Similar sectoral thinking was reported in Italy,
where individual ministries saw the Structural Funds as sources of funding for their own
plans for investment in the regions rather than integrated strategies across minister ial
responsibilities (although integration was sought and achieved in certain fields , such as
education and research).

Nordrhein -Westfalen also reported disappointing results regarding synergies between ESF
and ERDF due to the differences in implementation structures and ways of thinking.

Specific cases of good connection were realised at the project level, but this d id not reflect
coordination in strategic terms, with even separate sub -regional structures for the two

programmes. The situation regarding EAFRD was also similar with some project -level
synergies but an absence of a common overall approach.

In the United Kingdom, ESF programmes since 2007 have been planned at a national level to
meet national needs which may be different to the objectives at ar egional level. Hence in
North East England it was reported that specific needs identified through the ERDF
programme for higher level skills could not be addressed by ESF as it was targeted on basic
skills.
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3.9 Synergies with domestic programmes

Synergies with domestic programmes were largely determined by the need for matching
funding whereby ERDF and domestic programmes cefunded projects or industry assistance
schemes. At a strategic level, the integration between ERDF and domestic programmes
varied acrossthe 15 regions. As elsewhere in the EU, the extent to which Cohesion policy
acted as a driver for domestic policy strategies (which tended to be the case for bigger
ERDFrecipients) & or vice-versa domestic funding determined the strategic choices made
wit hin the ERDF prgrammes (as tended to be the case in Member States and regions where
Cohesion policy had little financial weight and significance compared to domestic policies ),
varied (Polverari et al., 2005). Nevertheless, arguably due to the top -down requirement to
align the ERDF programmes with the (Lisbon strategy) National Reform Programmes, the
strategic integration between the two strands of policy has increased, at least formally,
during the 2000s and especially in 2007-2013. From a more operational perspective, good
degrees of comprehensive integration and coordination between the two strands of policy
were recorded in Ireland, Dytiki Ellada, North East England, It&-Suomi, Nordrhein -
Westfalen, Aquitaine and Nord-pas-de-Calais. More limited synergy, confined to specific
policy fields, was found in Campania.

In Ireland, ERDFin 2000-06 and 2007-13 has supported targeted elements of national
programmes, notably innovation. However, one area where EU and national policy have
differe d is the regionalis ation of programmes: strongly encouraged by the Commission, but
not enthusiastically received by national authorities. As a result, the new regional
structures developed were mainly limited to the implementation of the Structural Funds
and most policies re mained nationally determined. Similarly, i n Greece, domestic policy
was implemented through the Operational Programmes in the CSFs and hence the two
funding strands were strongly connected. Around 70 percent of the national Public
Investments Programme for the whole 1989-2013 period was allocated to meet the national
contribution to the Structural Funds.

The French regions saw close cooperation between the ERDF programmes and the state-
regional plans (CPERs) with complementary programmes to avoid direct dup lication, and
harmonised timing and monitoring. In Nord-Pas-de-Calais, in 2007-2013, the CPER and ERDF
OP priorities were essentially the same. However other instruments such as the
competitiveness poles had less synergy with ERDF. InAquitaine , the ERDF ould have been
used to support technologies similar to the competitiveness poles, but differences in
eligibility ma de it a less attractive source than national funds. In both French regions, there
was also coordination under environmental policy since the Grenelle Environmental
agreement in 2007. This multipartite agreement between the state and all stakeholders
identifie d sustainability initiatives which were jointly funded by national funds and ERDF.

Synergies with domestic programmes in North East England were strong over much of the
period, but became increasingly tightly integrated during the 2000s because of the
emergence of regional development agencies. During the 1990s, a number of national
initiatives either sought ERDF co-funding, or submitted reg ional projects to ERDF
programmes. Some nationwide programmes in the 1990s such as the SPUR and SMART grant
schemes, or Business Link looked to ERDF to provide additional funding in the eligible
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regions. However, with the formation of RDAs and the developm ent of their own regional
programmes, and especially from 2007, the ERDF was expected to support projects within
these regional programmes, until the final demise of the RDAs in 2012.

In Ita-Suomi, the ERDF supported a number of projects within national pr ogrammes such as
the Centres of Excellence Programme (OSKE).Nordrhein -Westfalen also experienced good
connections between ERDF and domestic programmes, such as support for the state
programme for the International Building Exhibition Emscher Park where ER DF supplied
around 20 percent of the total funding, or the ERDF contribution to federal innovation
programmes. In the context of funding for integrated urban development, ERDF funding was
combined with national and federal programmes for urban development. Together with the
experience of the Community Initiatives URBAN | and II, the national and federal
programmes were used as the basis for developing the urban development funding approach
in the 2000-2006 and 2007-2013 ERDF programmes.

Elsewhere, there was more limited complementarity with domestic programmes. In

Campania, the main area of complementarity was in transport investment , with co -funding

of some parts of the Naples underground and the Battipaglia logistical hub from the

nati onal 0 L e gryirdam@ertalllye hotvéver, the Italian 2007 -200l3NSRFds att empt
to link the domestic and European regional development strategies more closely did not

succeed due to a change of national -level government priorities .

An example of relatively limited integration is represented by Sachsen-Anhalt. Prior to
2000, there were parallel domestic and ERDF programmes which were poorly coordinated
and provided competing funds. After 2000 , there were attempts to develop region -level
integrated programmes in which proje cts had to target domestic as well as ERDF support,
but these did not work well and applicants preferred mono -fund programmes, as a result of
which the integrated programmes were discontinued. There seemed to be a general
preference for domestic programmes due to less demanding funding criteria.
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4. EXPENDITURE PATTERNSND TRENDS

Analysing trends in spending of Structural and Cohesion Funds over time and across regions
has traditionally been problematic. Multiple sources, inconsistent reporting, and delays i n
closing programmes and finalising expenditure have presented major challenges for
comparative research. It is only in the 2007 -13 period that the Commission has been able to
introduce structured, systematic approach to Member States reporting on the fina ncial
progress of programmes. This research study, therefore, has had to undertake primary
research based on a bottom-up classification and aggregation of measure-level expenditure
information, undertaken for each of the 15 regions, according to the method ology
described in more detail in Annex 2. Notwithstanding important data limitations and gaps ,
this is the first analysis of long-term expenditure trends for the entire period from 1989 to
2012, reconstructing ex post the final expenditure at NUTS 2 level .*°

Complementing the previous chapter on strategies, this chapter reviews the expenditure
patterns and trends across the 15 case study regions. It begins with an overview of total
recorded spending, and then discussesexpenditure trends by thematic axis and category of
regions.

4.1  Overall expenditure trends

Over the period from 1989 to 2012, mor e than 0146 bill ia@n of Str |
estimated to have been spent in the 15 regions (see Figure 4). The Objective
1/Convergence regions had the largest share, of 6 8. 3 percent (c. 099. 6 bil
Phasingin/ out and Objective 2/RCE regions representing a more modest 21.6 percent (c.
031.5 billion) and 10.1 percent (c. a14.7 billion)
allocations exceeded expenditure by ar ound 014 billion (c. 9 percen

allocation). This figure should however be interpreted with great caution given that,
especially for early periods, it was not always possible to reconstruct the non -earmarked
regional allocations of the national or multiregional OPs (which overinflates expenditure
compared to allocations) and that this sum is negatively affected by the expenditure delays
of the 2007-13 programmes.

% The ex post evaluations of the 1994-1999 ERDF programmes, for instance, only include reflections
on commitments (ECOTEC 2003; CSES 2003jhe synthesis report of the ex post evaluation of 2000
2006 ERDF programmesncludes elaborations on non-final expenditure data (at 31 December 2008), at
Member State level only (Applica et al., 2009); whilst the themati ¢ study on 2000-2006 ERDF and
Cohesion Fund regional expenditure, undertaken when the programmes were still underway and
published in 2008, whilst focusing on sub-national data (NUTS 2 and NUTS 3), only provides
information on commitments (SWECO, 2008). The most recent report produced by the DG Regio
Evaluation Network on 2007-2013 programmes (Ciffolilli et al.,, 2013) provides the thematic
breakdown of the programmesd planned, rather than actual
the report focuses mainly on its evolution and on the reprogramming shifts between categories (i.e.
planned expenditure).
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Figure 4: Total Structural Funds allocations compare d to actual expenditure by regional
groups and across all 15 regions (1989 -2010/11/12) dMillion Euro, 2000 values
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Source: Own elaborations based on data collected by the regional teams. Data included are for ROPs
and, where applicable, NOPs'! combined.

The discrepancy between planned and actual expenditure is the highest in absolute terms

in the Objective 1/Convergence r egi ons ( c¢c. ).Agdi) hadvevds,itHe |lacko of
reliable data on allocations for some of the MOPs/NOPs affects the validity of t his
assessment.

As a percentage of GDP, Structural Funds expenditure is the highest in: Dytiki Ellada
(almost four percent in  1994-1999 and over five percent in 2000-2006); Norte (6.1 in 2000-
06): and Algarve (5.29 in 2000-2006). Nordrhein -Westfalen had the lowest Structural Funds
expenditure in relation to GDP: less than 0.1 percent in each of the periods.

1 Again, there are some data gaps in relation to earlier periods and MOPs/NOPs expenditure, which
could not always be regionalised. Detail can be found in the case study reports.

EPRC 42 LSE



Evaluation of the main achievements of Cohesion policy programmes and projects over the longer term
in 15 selected regions: Final Report

Table 9: Annualised Structural Funds expenditure expressed as a percentage of GDP

1989-1993 1994-1999 2000-2006 2007-2013
Algarve 2.00 2.09 5.29 2.01
Andalucia 1.19 1.77 1.95 0.26
Aquitaine 0.13 0.54 0.41 0.22
Basilicata NA 1.61 2.59 1.07
Burgenland NA 3.78 2.32 0.38
Campania 0.34 0.58 2.27 0.53
Dytiki Ellada 0.52 3.83 5.05 2.49
It&d-Suomi NA 1.87 2.44 0.94
Galicia 0.87 1.66 1.93 0.36
Ireland 0.58 1.60 0.11 0.14
Nord-Pasde-Calais 0.16 0.76 0.79 0.30
Nordrhein-Westfalen 0.05 0.05 0.08 0.08
Norte 1.50 2.72 6.12 8.60
SachsenAnhalt 2.06 2.8 2.97 1.12
North East England NA 0.52 0.40 0.09

Source: own elaboration based on regional expenditure data collected by the regional teams.

Note: for the 2007-2013 period, annualised expenditure for the Aquitaine and Norte regions is based
on total allocations divided by seven years. This is because data on the last is absent. For the other
regions, annualised expenditure for the last period has been calculated taking into account the

number of years of actual expenditure, provided by each region. See Annex 2 to see last year tracked.

4.2  Expenditure by thematic axis

Turning the analy sis of expenditure by thematic axis, Figure 5 shows the total Structural

Funds expenditure of each region across the whole study period and the relative weight

assigned to the eight thematic axes. Andalucia and Norte spent the most (withc. 026 . 3

and 029. 9 bi | I)j followedr cdosely dox tSachsertAphalt ( G 24 Obillion) and
Campania ( 0 Bbillion)).”?Burgenland i s t he region with t biionl owes't
over the entire period: not a negligible figure never theless, given th e size of the region, the

fact that Cohesion policy support started only in 1995, and in GDP terms (representing c.

3.78, 2.32 and 0.38 percent of GDP in each programme period respectively from 1995 to

date).

The proportion of spend across the themes varies considerably among the regions, ranging
from a strong emphasis on enterprise support in Burgenland (56 percent of total
expenditure from 1989 to date) and Itd -Suomi (59 percent), to a predominan ce of
infrastructure spending in the two Spanish regions (representing 61 percent of total
expenditure in Galicia and 49 percent in Andalucia), in Dytiki Ellada (43 percent), and in
Ireland (37 percent). Aquitaine, Sachsen -Anhalt and Campania show a concentration of

12 The data limitations already noted apply. In particular, the figures for Basilicata are
underestimated given that the data included in the analysis only comprise ERDF (and not all Structural
Funds) and the ROPs only for the periods 1989-1993 and 1994-1999. Similarly, for Algarve and Dytiki
Ellada actual expenditure is underestimated by the lack of data on the expenditure for some or most

of the NOPs.
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expenditure on two main themes (enterprise and st ructural adjustment in Aquitaine and
SachsenrAnhalt, and enterprise and infrastructure in  Campania), whilst the remaining
regions display more mixed expenditure patterns, with no dominant theme.

The relative distribution of expenditure across the eight the mes and its evolution over time

can be more precisely appraised from the next three figures, which provide a period -by-
period disaggregation of expenditure for the three regional aggregates, the Objective
1/Convergence, Phasingin/ out and Objective 2/RCE regions in turn (Figure 6, Figure 7 and
Figure 8).

Figure 6 shows a predominance of infrastructure spending across all programme periods
(except 2007-2013) in the Objective 1/Convergence regions, ranging from 43 percent of
total expenditure in 19891993 to 27 percent in 1994-1999 and 30 percent in 2000-2006,
and to a low of 14 percent in 2007-2013. Another prominent theme is structural adjustment
which remained over 20 percent from 19891999 (22 percent in 1989-1984, 24 percent in
1994-1999) but decreased sharply to six percent in the 2000 -2006 period before growing
again to 13 percent in 2007 -2013. The main thematic shift across periods in this group of
regions was the relative growth of the categories of social cohesion and labour markets
starting in the 2000-06 period. Perhaps surprisingly, innovation is shown as remaining
broadly stable, ac counting for five and ten percent of total expenditure in the first two
programme periods, and then seven percent in 2000-2006 and eight percent in 2007-2013.
The environmental theme too has remained broadly stable throughout, at around 15
percent of total expenditure, with a downward trend in  2007-2013 (11 percent, compared
to 12-17 percent respectively in previous periods).

The situation is similar in the 19 89-93 period for the Phasing-in/ out regions (Figure 7), with
expenditure strongly polarised around infrastructure (58 percent of expenditure). However,
the composition of expenditure in  Phasingin/ out regions becomes more diversified over the
following programme periods, with a predominance of enterprise support (34 percent, 38
percent and 21 percent respectively in 1994-1999, 2000-2006 and 2007-2013) and, in the
2007-13 period, structural adjustment and innovation (respectively at 23 and 22 percent of
expenditure).

Lastly, Figure 8 demonstrates a strong focus in the three Objective 2/RCE regions on
enterprise in the first three programme periods (with 50 percent of  the money spent on this
theme in 1989-1993, later falling to 30 percent ( 1994-1999), 35 percent ( 2000-2006) and 14
percent (2007-2013) and a marked shift towards innovation and social cohesion in the
current period. In the current period, moreover, there is no expenditure on labour market

in this group of regions, largely due to the mono -fund nature of the pr ogrammes. In the
Objective 2/RCE regions, two themes record the least expenditure throughout the study
period: spatial distribution of economic activities and environmental sustainability.
However, whilst the former has progressively diminished (from ten percent in both 1989
1993 and 1994-1999, to three percent in the 2000-06 period and no expenditure in  2007-
13), the latter has seen its share double since 2000-2006 (from four percent to 11 percent
of total expenditure).
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Figure 5: Total Structural Funds expenditure per region and theme
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*Representative of available expenditure data only (see Annex2).
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Figure 6: Total Structural Funds expenditure iné Obj ecti ve 1/ Co n \vegia< bypregiammepgriodbamdstheme 0O percentage values *

*Representative of available expenditure data only (see Annex 2).
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