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FOREWORD

The first German Federal Chancellor Konrad Adenauer once said: “European unity
was a dream of a few people. It became a hope for many. Today it is a necessity for
all of us." Through its office network across Europe, the Konrad-Adenauer-Stiftung
aims to sharpen the understanding of European integration principles. We empha-
size that the EU is more than just a politico-economic union: it is a guarantor for a
future in freedom, peace and prosperity for all people of the European continent.

At the time of great economic and internal difficulties for Greece and its people, new
ideas and creative strategies have to be conceived in order to create growth, combat
unemployment and effectively confront populist anti-European demagogism. The
aim of the Greece Office of the Konrad-Adenauer-Stiftung, through our projects,
conferences, workshops, studies and dialogue programs, is to contribute to the un-
derstanding of the crucial economic and socio-political issues related to the country,
and elaborate the groundwork for political decision-making by means of research
and consultancy.

In September 2014, an international conference on EU structural funds policies was
organized by the University of the Peloponnese, the Greek Politics Specialist Group
(GPSG) as well as the Greek University Association for European Studies (EPEES)
under the title "Beyond “Absorption”: The Impact of EU Structural Funds on Greece
(1981-2013)" in Athens. The Konrad-Adenauer-Stiftung supported this very suc-
cessful conference.



The aim of the experts' meeting was to discuss why EU cohesion policy has not in
all aspects achieved to promote modernization and invigorate sustainable growth in
Greece, despite the fact that the country has been a major beneficiary of EU funds in
almost every sector of the economy. Political and administrative actors from Greece
and other countries of the EU had the opportunity to exchange with academics con-
ducting research in the relevant fields related to the topic.

This publication gathers updated versions of a selection of papers papers that were
presented during the aforementioned conference. Responsible for editing this col-
lective volume were Panagiotis Liargovas, Sotiris Petropoulos, Nikolaos Tzifakis and
Asteris Huliaras to whom our sincere thanks go.

Our hope is that with this publication, more people will have the chance to benefit
from authoritative scientific knowledge on a crucial period for Greek and EU deci-
sion-making. In times when stability-oriented structural reforms are more important
for Greece and Europe than ever, important lessons from the past can certainly be
drawn for the future.

Susanna Vogt
Head of Konrad-Adenauer-Stiftung Greece
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BEYOND "ABSORPTION": AN INTRODUCTION
TO THE DISCUSSION ON THE IMPACT
OF EU STRUCTURAL FUNDS ON GREECE

Panagiotis Liargovas, Sotiris Petropoulos, Nikolaos Tzifakis and Asteris Huliaras

Since 1981, Greece has been a major beneficiary of EU funds (European Regional
Development Fund, European Social Fund, Cohesion Fund and structural support for
agriculture). For decades, the average EU transfers ranged from 2.4-3.3% of the
country’s annual GDP. EU’s structural aid - about € 15.3 billion for 2014-20 - still
continues to finance thousands of projects all over the country in almost every sec-
tor of the economy - from motorways construction to human resources upgrade.

Brussels has commissioned a large number of ex ante, ex itinere and ex post evalu-
ation studies that have assessed the direct impact of the Structural Funds. The usual
method applied was to measure outputs in relation to the counterfactual: how many
more kilometres of road it could have been possible to construct, how many more
new business start-ups could have been supported, how many more people could
have been trained. Thus, evaluation focused on projects or actions with Community
support, which would not have been realised otherwise.

Over time, much progress has been registered in EU’s evaluation practices at both
project and program levels. For instance, until the midst of 1980s in Southern Eu-
rope, the use and effect of “substantial amounts of expenditure could not be ac-
counted for” (Bachtel & Michie, 2007: 745). With the 1988 and 1993 reforms of the
Structural Funds, evaluation gained a prominence it had not had before. However,
even in the early 1990s, a survey concluded that the growth of evaluation practic-
es in the EU owed “more to the wit of individual evaluators than to any formalized
system of knowledge” (MEANS, 1991). To be sure, the introduction of multi-annual
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programming (with the objective of achieving economic, social and territorial cohe-
sion) contributed to the attainment of significant improvements in the evaluation
process (Gaffey, 2013: 195). The Commission also made significant efforts to distin-
guish short-term direct effects (results) from longer-term indirect effects (impact).
In 1995, it established the MEANS (Means for Evaluating Actions of a Structural
Nature) programme that produced a six-volume set of handbooks on monitoring and
evaluation approaches and techniques. In 2000, MEANS was succeeded by EVALSED
- an online resource on evaluation guidance that is now updated regularly (Gaffey,
2013: 196).

Since the Structural Funds fundamental objective is to support economic and social
cohesion across and within the member states of the Union, EU’s evaluations have
focused on measurable outputs. Their verdict has generally been positive. For exam-
ple, it has been estimated that in 1994-1999, the European Regional Development
Fund, the European Social Fund and the Cohesion Fund contributed to the creation
of 390,000 jobs in Greece (Beutel, 2002). Nonetheless, these estimates were based
on national reporting that was often of dubious quality. For example, Greece report-
ed jobs created during the construction of EU-funded buildings - “which by definition
is not an impact” (Gaffey, 2013: 198).

In addition to reporting improved infrastructure and upgrade of human capital, there
has also been considerable criticism. Weak institutional framework and capabilities,
low planning capacity, cumbersome bureaucratic procedures and lack of experi-
enced staff were often cited as factors delaying decisions and forestalling outcomes.
Corruption made matters worse. For instance, the EU Court of Auditors reached the
conclusion that in several cases a significant percentage of total payments should
not have been made in the first place. A recent report disclosed that an extension of
the runway of Kastoria airport that cost € 5.6 million in 2005, has never been used
by the type of aircraft for which it was built (European Court of Auditors, 2014).

In contrast to the EU’s evaluation studies whose time-span was usually limited to
the five-year programming period of funds, several academic studies have examined
the medium- to long-term impact of the EU financial transfers on economic growth
(national and regional). Most studies have found a positive correlation between EU
funds and economic performance (Funck and Pizzati, 2003; Fagerberg and Verspa-
gen, 1996; Pereira, 1997; Cappelen, et al. 2003; Puigcerver-Pefialver, 2004). For
instance, the Hermin model simulations for the period 2000-2006, demonstrated
that the impact of the Funds on Greece’s real GDP reached 6 per cent (Funck and
Pizzati, 2003: 250). Surprisingly, a few analysts reached a different conclusion. They
claimed that European support as such, did not improve the growth performance
of the recipient regions and countries. One study even argued that the Structural
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Funds have not stimulated growth in most of the cases (Ederveen et al., 2006).
Christodoulakis and Kalyvitis (1998) concluded that, in the absence of externalities,
Community Support Framework actions produced only a temporary rise in produc-
tivity and employment in Greece. In that case, if the inflows of EU funding expired,
the economy would return to the course that would have been the case without the
Union’s support.

The view that emphasizes the institutional capacity of the recipient state is in line
with well-documented empirical findings on the effectiveness of foreign aid to less
developed countries. The verdict on foreign aid is absolutely clear: recipient insti-
tutions and recipient policies matter a lot in aid effectiveness (e.g. Acemoglu et al
2004). Probably the most cited study, the World Bank (1998), has estimated that
a $10 billion increase in foreign aid flows would lift some 25 million people a year
out of poverty if foreign aid favoured countries with sound economic management.
Nevertheless, the figure drops to only 7 million people a year if the aid was indis-
criminate on the basis of governance quality (The World Bank 1998).

However, in the EU context, such an argument is a rarity. Politics probably explain
silence. Several analysts such as Gary Marks (1992: 198) have asserted that Struc-
tural Funds were a form of “side-payment” given to poorer member states to com-
pensate for potential losses caused by the liberalization of their markets. In other
words, the Cohesion policy represented “a response to new conceptions of fairness
and equality” developed inside the EU institutions and among the member-states
(Mark 1992: 202). From this political standpoint, the effectiveness of Structural
Funds appeared to be a secondary matter. However, even in academic literature on
the effectiveness of Structural Funds, very few studies benefit from or even mention
the accumulated findings of almost four decades of research in foreign aid.

In a sense, this is a reasonable omission. At first glance, EU Structural Funds and
foreign aid money are two different things. EU’s resources for the Structural Funds
are not regarded as “Official Development Assistance” (ODA - the official term for
“foreign aid”). They have never been included in relevant OECD statistics and they
have never been reported in the so-called “leagues of generosity” that classify do-
nors according to the resources they devote to international development. EU funds
for “cohesion” are considered as an “internal” reallocation of funds within the EU,
totally different from North-South transfers.

There is a strong rationale in this: there are a lot of differences between a Mediterra-
nean EU member-state and an aid recipient developing country. Whereas the Greek
GDP per capita is $29,700, the corresponding Tunisian one is equivalent to $8,000;
and Rwanda’s per capita income is around $1,000. Greece has educated workforce,
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complex institutional architecture and sophisticated banking system. It has an in-
tegrated economy that does not exhibit the conflictual dualisms (agricultural vs.
industrial, traditional vs. modern), which are the norm in many developing nations.
Therefore, Greece is entirely different from development assistance recipients, while
the Structural Funds are not merely aid money.

On 18-19 September 2014, the Department of Economics and the Department of
Political Science and International Relations of the University of the Peloponnese, the
Greek Politics Specialist Group (GPSG) of the UK's Political Studies Association (PSA),
and the Hellenic University Association for European Studies (EPEES) organized with
the support of the Konrad-Adenauer-Stiftung (KAS) a conference entitled “Beyond
‘Absorption’: The Impact of EU Structural Funds on Greece (1981-2013)". The aim of
the conference was to assess how the EU funds have contributed to Greece’s growth
and development through the examination of a series of case studies based on a va-
riety of different methodological approaches and analytical standpoints.

The edited volume at hand consists of updated versions of some of the most in-
teresting papers that were presented in the conference. Contributions to this book
cover various aspects of the effects EU Structural Funds have on Greece, going far
beyond the usual assessments of quantifiable outputs. In other words, our concern
was not to replicate EU’s evaluation reports and assess compliance with the EU’s
rules focusing on measurable aspects. In this respect, we believe that the volume
offers some valuable insights owing to the fact that it raises questions that are often
overlooked in ordinary assessments/evaluations prepared on behalf of the EU and
national authorities.

The structure of the book

The book is loosely structured into four sections. Chapters 1-3 question the impact
of EU Structural Funds on development and competitiveness. Chapters 4-5 delve
into the role of sub-state actors in the implementation of EU’s projects at national
level. Chapters 6-8 focus on the leeway of regional authorities and the regional
impact of Structural Funds. Finally, chapters 9-11 examine the effectiveness of the
EU’s assistance across three different sectors: the strengthening of civil society
organizations, stimulation of employment and improvement of Technological Educa-
tional Institutions.

In the first chapter, Heinz-Jirgen Axt argues that Greece, Spain and Portugal have
largely benefited from EU cohesion policy. In per capita terms, EU’s structural assis-
tance during the period 1994-1999 amounted to 1,369.38 ECUs in Greece, 1,130.26
ECUs in Spain and 1,416.70 ECUs in Portugal. However, when the financial crisis
broke out in 2008, Greece proved to be among the most vulnerable members: its
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competitiveness was not sufficient to combat the pressure from international finan-
cial markets. In this respect, it is evident that EU cohesion policy does not neces-
sarily increase member-states’ competitiveness, and thus, Axt argues in favour of
an extensive reform of EU’s structural policy and examines the possible alternatives.

Panagiotis Liargovas and Nikolaos Apostolopoulos analyze in chapter 2 the impact of
Structural Funds on Greece’s GDP, and investigate how the national authorities have
managed Structural Funds in order to achieve growth based on sustainability. In
this regard, environment and energy, as major sectors of sustainable development,
are explored from an economic and policy perspective. The analysis of Liargovas
and Apostolopoulos embodies Europe’s 2020 quantitative targets in order to explore
progress attained during the previous decade. The paper indicates that the exploita-
tion and effects of Structural Funds were not the expected ones. Furthermore, they
argue that lack of political will, institutional weakness, market obstacles and mis-
management by government authorities have created a number of shortfalls.

Focusing on the developmental model promoted by the EU Structural Funds, Alex-
andros Karvounis and Nikos Zaharis examine in the next chapter, the macro-level
choices made by several Greek governments, focusing on investments in three ma-
jor sectors: public infrastructure, human capital and support of private investment
in the secondary and tertiary education. The two authors attempt to map the in-
vestment priorities in these three sectors, analysing their impact on the country
development pattern and providing insights for the choices made. Finally, they offer
a preliminary view on the new programming period planning (2014-2020) and the
potential contribution towards Greece’s achievement of the EU 2020 objectives.

Chapters 4 and 5 highlight the role of sub-state actors from two different analytical
approaches: the policy network theory and the principal-agent model. In particular,
George Andreou argues that the bulk of literature on cohesion policy in Greece fo-
cuses on the relations between the European Commission, central government and
subnational actors. However, the most tangible effect of cohesion policy has been
the proliferation of special-purpose organizations located “outside” the mainstream
public administration. Andreou seeks to identify those actors and assess their role
in the overall governance architecture of cohesion policy with the aid of the policy
networks concept. The paper argues that, despite its usefulness, the existing model
of a single “cohesion policy network” is too crude; a “multiple network approach” is
thus advocated.

In chapter 5, Maria Mendrinou and Nikolaos Tzifakis examine the analytical merits

of the principal-agent model for the study of the implementation of the EU cohesion
policy at national level. The two authors test the utility of the model in a single case
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study: the “Extended University Programs” (Programmata Spoudon Epilogis, PSE)
that were organized to support lifelong higher education in Greece. Mendrinou and
Tzifakis present the complex interplay of interests among the main actors who got
involved in the establishment of the PSE and argue that this program failed due to
the emergence of multiple objective misalignments among actors located at differ-
ent parts of the contract chain, all the way down from Commission to final agents
on the ground.

The next three chapters debate the role of regional authorities and the regional
impact of structural funds. In chapter 6, Fotini Papoudakis examines whether and
to what extent the application of the principle of partnership induced changes in do-
mestic regional policy process during the first two Community Support Frameworks
(CSFs) for Greece, and analyses the relations between the various levels of govern-
ance. Her research shows that there was a tendency towards preservation of the
existing centralised system of governance, as opposed to the dispersion of powers
dictated by the principle of partnership.

The contribution of Georgios Koukoufikis investigates the relationship established
between the policy agenda of the EU regions on the thematic field of innovation
and EU cohesion initiatives and assesses its effectiveness. He focuses on two case
studies (regions of Thessaly/Greece and Basse-Normandie/France) analyzing the
general context and the innovation opportunities, as well as the EU’s impact on it
through the use of information collected from interviews with local actors and official
documentation. Findings indicate significant differences in the way European regions
perceive innovation and incorporate it into their policies, a reality that can potential-
ly lead to cohesion policy failures.

In chapter 8, Panagiotis D. Koudoumakis and George N. Botzoris introduce another
regional dimension of EU Structural Funds through an evaluation of the contribution
of those funds to the developmental strategy of the Region of East Macedonia-Thrace
(REMTh). Analyzing data from all the projects financed in the REMTh since 1994,
the two authors demonstrate that it has always been a priority to improve basic
infrastructure and implement projects that would overcome the region’s geographic
isolation. They conclude that a different hierarchy of needs should have been taken
into consideration.

The following three chapters assess sectoral effectiveness of the EU cohesion policy.
In chapter 9, Sotiris Petropoulos and Asteris Huliaras examine the impact of EU

funds on the Greek civil society, and more particularly, on the NGO sector. Indeed,
EU money had a positive impact: several civil society organizations with weak struc-
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tures and little experience on how to manage funds and implement projects learned
how to set objectives, respect timeframes, organize their offices, manage human
resources, do fundraising and evaluate their activities. However, EU funding has also
created a rent-seeking civil society, undermining in many respects its ability to at-
tract volunteers, promote trust and create an ‘autonomous sphere’ that could enrich
and deepen democracy. In several respects, EU funding undermined the Greek civil
society, creating a widely held perception that volunteers are naive ‘romantics’ and
that NGOs and other civil society organizations are just another clever way to make
easy money.

The contribution of Georgios Ioannides examines the relationship between the
Greek employment policy and the EU Structural Funds. The author argues that the
Greek employment policy has fully adopted the form and discourse of the European
Employment Strategy, yet only superficially; in fact, it has been only marginally
influenced by it. The compliance of the Greek employment policy with the European
guidelines for employment was primarily aimed at ensuring the flow of European
resources, and only secondarily at improving the effectiveness of the implement-
ed policies. In that sense, the case of Greece can be described as a case of “ritual
compliance”; that is an adherence to the form rather than to the substance of the
matter.

Last but not least, Spyros Stamoulis focuses on the implementation of the 1st and
2nd Operational Programme for Education and Initial Vocational Training in the
Greek Tertiary Education. Stamoulis analyses the influence of funding from the 2nd
and 3rd Community Support Framework (CSF) to the Technological Educational In-
stitutes (TEIs). The chapter presents the national programme for the expansion of
Tertiary Education, and concludes that funds were largely wasted and the country
missed an opportunity to modernize its tertiary technological education.

Overall, the edited volume at hand provides a series of complementary (and at
times divergent) approaches and arguments to account for the causes of failures of
the EU cohesion policy in Greece. Whereas the book does not reach a final verdict on
what has gone wrong, it arguably opens the debate for a more systematic discussion
on how EU Structural Funds failed to bring change. The realization of failure may
trigger a debate on how to avoid similar mistakes, how to promote modernization
and invigorate sustainable growth at a critical time in the country’s history.
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GREECE NOT COMPETITIVE IN SPITE
OF EUROPEAN SUBSIDIES: THE EU SHOULD
RETHINK ITS COHESION POLICY

Heinz-Jiirgen Axt

Greece, as well as Spain and Portugal which joined the European Union in 1981/
1986, are member states which benefitted to a greater extent from the EU’s cohesion
policy. In the financial period from 1994 to 1999, statistically, every Greek received
1369.38 ECU, every Spaniard 1130.26 EU and every Portuguese 1416.70 ECU from
structural funds (Axt 2000, 114). However, when the financial crisis struck in 2008,
Greece proved to be vulnerable: Its competitiveness was not sufficient to combat the
pressure from international financial markets which demanded excessive yields from
this highly indebted country. When we perceive the EU’s cohesion policy as a lever to
increase the competitiveness of member states so that they participate in the internal
market effectively, we have to pose a double question: To what extent did cohesion
policy increase competitiveness? And what would be the alternative(s)? This article
tries to provide some explanations. It will begin with some basic information about
cohesion policy and explain to what extent Greece benefitted from it. The next sec-
tion refers to the effects of cohesion policy. As a suboptimal outcome is diagnosed,
exogenous and endogenous reasons are illustrated separately. The article argues that
cohesion policy needs alternatives as long as it concentrates on promoting the regions
throughout recipient member states. The article concludes with some ideas about
alternatives to existing cohesion policy. It is not the author’s intention to provide a
complete prescription of policy alternatives but rather to appeal for an open discussion
which has already begun in Greece, as this volume proves.

1. Cohesion policy — dynamically and focussing on regions
The EU budget was 135.5 billion euros (payment appropriations) in 2014. Seen in
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absolute terms, this is a respectable sum. But compared with EU gross domestic
product (GDP) the budget is rather limited as it only equal to 1% of that. By con-
trast, the budgets of member states - take e.g. Germany - represent 10% of GDP
(European Commission, Financial Programming and Budget). Forty-six per cent of
the EU budget, i.e. 62.4 bn euros, is available for cohesion policy, with 11.4 bn for
“Competitiveness for growth and jobs™ and 51 bn for “Economic, social and territo-
rial cohesion”.

The term cohesion policy needs to be clarified. It is used here for all interventions
which are financed by the structural funds of the EU. Those are the European Re-
gional Development Fund (ERDF), the Cohesion Fund, the European Social Fund
(ESF) and the Instrument for Pre-accession Assistance (IPA). As will be shown later,
it is mostly less developed regions that benefit from those funds.

The cohesion policy of the EU is a rather “young” policy, it was not included in the
budget when the European Community was founded. The Treaty of Rome declared
in its preamble that the differences existing between the various regions and the
backwardness of less favoured regions should be reduced. Although the Treaty es-
tablished the European Social Fund (ESF), the European Investment Bank (EIB)
and the Guidance Section of the European Agricultural Guidance and Guarantee
Fund (EAGGF), the founders of the European Community were optimistic that the
creation of an internal market would have a positive impact on the development of
less favoured regions. It needed the accession of less developed states to establish
a European policy aiming to reduce regional disparities. When Denmark, the United
Kingdom and Ireland joined the European Community in 1973, regional disparities
were exacerbated. The Community responded by creating the European Regional
Development Fund (ERDF) in 1975. The main objective of the ERDF was to promote
industry and infrastructure and thus address the problem of unequal development
across the regions.

When Greece, Portugal and Spain joined the European Community, the number of
European citizens living in regions with a per capita GDP below 50% of the Commu-
nity average doubled. A first step to address this problem was to create the Inte-
grated Mediterranean Programmes (IMP), a seven-year budgetary commitment to
regional economic development in Greece, Italy and Southern France (Cini/ Pérez-
Solérzano Borragan 2010: 294).

Seen from a financial perspective, the cohesion policy is the most dynamic of all the
EU policies. Forty-six per cent of the EU budget was allotted to the cohesion policy in
2014 and 41.6% to the Common Agricultural Policy. As demonstrated in picture 1,
the Common Agricultural Policy lost importance in the Union’s budget. In the early
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1980s more than 60% of the whole EU budget was allotted to its agricultural policy,
whereas structural funds had to make do with a little over 10%. This ratio altered
however, particularly after 1988. The Brussels European Council of that year agreed
on policy reforms which became known as the Delors-1 package. It was decided that
structural funds should double in real terms by the year 1992. At the same time the
Single European Act sought to deregulate and liberalize so that the internal market
would be finalized by the end of 1992. Greece, Portugal and Spain were concerned
that they would not withstand the increased competitiveness of the internal market.
They demanded financial assistance and the President of the Commission, Jacques
Delors, was able to find a compromise: increased liberalization was accompanied by
a substantial expansion of the money for structural funds.

FIGURE 1 Proportion of the EAGGF-Guarantee and the Structural Funds of the EU
Budget (in %)npooavaTtoAiopdg Twv €XOPIK®V Kal ENIKPITIKOV Npog TNV EE koppdtwv*
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FIGURE 2 Total EU allocations of Cohesion Policy 2014-2020 in billion Euros
(current Prices)

182.172

63.400
~ 54.351
L 35.381
B 7.623
1.555 _ 3.211
Less More Transition Outermost/ Cohesion Territorial Youth
developed developed regions remote fund cooperation Employment
regions regions regions Initiative
(additional
allocation)

Source: European Commission, EU cohesion funding - key statistics

For the financial period from 2014 to 2020, a total of 453.181 bn euros is available for cohesion policy.
As was the case in the past, it still concentrates on promoting the development of less developed regions
in the Union. The amount of 453.181 bn euros is to be distributed under the following subheadings

(see picture 2):

* 40.2% to promote development in less developed regions (regions with a GDP per head below 75%
of the EU average);

* 12% for the benefit of more developed regions;

* 7.8% to support transition regions (a GDP per head of between 75% and 90% of the EU average);

* 0.3% to support outermost and remote regions;

® 14% to assist member states with a GDP below 90% of the EU average through the cohesion fund;

e 1.7% for territorial cooperation;

¢ 0.7% as an additional allocation to the Youth Employment Initiative to reduce youth unemployment.

Additionally, 95.577 bn euros (21.1 %) is allotted to rural development and 5.749 bn euros (1.3 %) to
the European Maritime and Fisheries Fund (EMFF).
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2. Cohesion policy and Greece

Referring to the EU enlargement of 2004 and 2007, there was a concern that this
would have negative consequences with respect to the distribution of structural
funds. Greece was among the sceptics. As we can see today, this apprehension
had some substance. Seen from a simple financial perspective, financial transfers
to Greece decreased: The country received 21 bn euros in the period from 2000 to
2006, 20 bn euros from 2007 to 2013 and it will receive 16 bn euros from 2014 to
2020. Two reasons are crucial:

» First, seen from a simple statistical perspective, Greece has become richer via
enlargement as the EU as a whole has become poorer. Besides Greece, other coun-
tries shared the same fate: Spain, Germany, the United Kingdom, Finland, Austria,
the Netherlands, Ireland, Denmark and Luxembourg. This phenomenon became
known as the “statistical effect” of enlarement.

e Second, the EU modified the criteria of cohesion policy, so that countries like Italy,
Portugal, France, Belgium and Sweden faced an increase in EU transfers.

We should, however, be cautious about drawing conclusions prematurely. The de-
crease in EU cohesion policy transfers is not the main reason why Greece performed
so badly during the financial crisis. This paper will show that other parameters were
more important. Some of them relate to the worrying lack of competiveness of
Greece, others to deficiencies in the EU cohesion policy.

The European Commission is more optimistic about the effects of cohesion policy. It
identifies the following positive effects in Greece for the period from 2000 to 2006:

e an increase in GDP of 2.8%;

e technological innovation by 23,000 enterprises;

7,000 start-up enterprises;

e 14,000 new jobs;

¢ assistance to 3,500 research projects;

¢ infrastructure improvements;

¢ vocational training for 257,000 people. (European Commission, European Cohe-
sion Policy in Greece).

From 2007 to 2013, the EU invested 6 bn euros in Greece to improve its transport
infrastructure, 5.5 bn euros to boost its environmental situation, 3.6 bn euros to
support research and development and 2.2 bn euros for vocational training.

Following the Commission, the ERDF and the Cohesion Fund helped Greece during
the financial period 2007-2013 to:
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e create more than 21,000 jobs (over 20,000 of these in small and medium enter-
prises);

e start up more than 2,400 businesses and invest directly in over 30,000 small and
medium enterprises;

e extend the coverage of broadband Internet to include 800,000 additional citizens;

e improve urban transport to the benefit of over 27,000 people;

e invest in water projects benefiting over 450,000 people (European Commission,
Cohesion Policy and Greece).

3. Cohesion policy in Greece across the country

For the period 2014 to 2020, most regions in Greece will be subsumed into less de-
veloped regions. Five out of thirteen regions are eligible for financial support under
the objective of "Convergence”: Eastern Macedonia and Thrace, Central Macedonia,
Thessaly, Epirus and Western Greece. Six regions are identified as transition re-
gions: Western Macedonia, Continental Greece, Ionian Islands, Peloponnesus, Crete
and Northern Aegean Islands. Two regions are handled as more developed regions.
These are Attica and South Aegean Islands (European Commission, Cohesion Policy
and Greece). When we look at a map of Greece we realize that the whole country is
benefitting from the EU’s cohesion policy.

For 2014 to 2020 Greece has been allocated 15.35 billion Euros (current prices) in
total Cohesion Policy funding. As Table 1 indicates nearly half of all transfers are dis-
tributed to less developed regions as they have been listed above. Financial transfers
from the Cohesion Fund come in second. One fifth of all subsidies are labelled under
the Cohesion Fund.

In order to demonstrate the programmes and projects that the EU cohesion policy
supports in Greece, some examples for the period 2007-2013 are:

e 12.5 m Euros were spent in Greece and neighbouring regions for the programme
“Alterenergy for sustainability in the Adriatic”. The intention was to increase energy
efficiency in small municipalities.

¢ 355,000 euros were spent to expand the wireless local-area network (WLAN) in
the mountainous region of Kozani.

¢ 1.7 m euros were invested to establish a science and technology park in Epirus.

¢ 2.4 m euros came from the EU to meet the challenge of climate change in some
cities.

¢ 605,000 euros were distributed to establish a conference centre in Sterea Ellada.

¢ 36 m euros were invested to expand the Internet for hotels all over Greece.

e 51 m euros were spent to complete the Metro in Athens.

e 1.2 m euros were distributed to raise environmental consciousness in small and
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FIGURE 3 Greece: Structural Funds (ERDF and ESF) eligibility 2014-2020
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TABLE 1 Greece: total EU allocations of Cohesion Policy 2014-2020 in billion €

(current prices)

Youth
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developed | developed T::nis;i:gn Cop::‘ljon czﬁrrtletr‘;l;liaoln Initiative
regions regions 9 p (additional
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Billion Euros 7.034 2.528 2.306 3.250 0.232 0.172
Ratio in % 45.82% 16.46% 15.02% 21.17% 1.51% 1.12%

Source: European Commission, EU cohesion funding — key statistics
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medium-size enterprises in Spain, Italy and Greece.

e 265,000 euros were invested in Crete to commercialise scientific innovations.

e 38 m euros were distributed by the EU for the regeneration of a dried-up lake in
Thessalia. The intention was to improve the quality of the drinking water and boost
tourism.

e 1.3 m euros were invested to extract drinking water from the sea around the Ae-
gean islands.

e 66 m euros came from the EU for the construction of a motorway on the peninsula
of Kassandra in Northern Greece.

e 77 m euros were allocated to complete the Egnatia motorway project, to improve
the infrastructure from Epirus to Thrace.

¢ 33 m euros were invested to expand the port in Igoumenitsa so give ferryboats
better access to Italy and the Ionian islands.

It becomes obvious that the EU’s cohesion policy supports all regions in Greece. There
may be good arguments for all of those investments, but if the basic principle of
economics is scarcity and if we have to prioritize, then the question arises: Doesn’t
the EU’s structural policy distribute available funds with a watering can?

4. Effects of cohesion policy

What have been the effects of EU cohesion policy? To answer this question, GDP per
head according to purchase-power standards (PPS) should be analysed. The following
observations are made:

e First, from 1982 to 2000, Greece became poorer in comparison with the average of
the EU-15. In 1982, Greece recorded a GDP per head in PPS of 56.1%. This figure
had decreased to 52.1% by 2000 (Dauderstadt 2012, 9-10).

e Second, from 2002 to 2013, Greece had to face a loss of prosperity in comparison

with the EU-28. In 2002, Greece’s GDP per head was 90%. By 2013 that figure had

decreased to 75%. Two consecutive crises played a crucial role:

— In 2004, Greece recorded a GDP per head of 94% in comparison with the EU-28.

One year later the figure had decreased to 91%.

— And the severe crisis of 2009 worsened the situation even more. In 2009, Greece's

GDP per head amounted to 95%, whereas only 89% was recorded in 2010 (Eu-

rostat, GDP per Head).

Third, observations made with respect to the whole of Greece are replicated at the

level of the regions: As mentioned before, Greece is divided into 13 regions. Only 2

of these regions were able to improve their prosperity standard in the period from

2000 to 2011. Western Macedonia had a GDP per head of 76% in 2000. The region

improved this to 80% in 2011. And Attica improved from 96% to 107%. Eleven out

13 regions saw a reduction in GDP per head.
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It would be simplistic to argue that the socio-economic development of a country
depends solely on financial transfers from cohesion policy. That is not the argument
here. As will be demonstrated later, other factors have to be taken into account too.
But it is not unfair to ask to what extent cohesion policy is able to help a country
to help itself. If we take competitiveness in the EU internal market as a criterion
we must realise that despite the considerable financial transfers under EU cohesion
policy, Greece faced severe problems in terms of improving its prosperity and com-
petitiveness.

5. Reasons for suboptimal performance

That the effects of cohesion policy proved to be limited should be attributed to two
different reasons: exogenous ones on the one hand, and endogenous ones on the
other. Exogenous causes are related to the situation in the beneficiary country; en-
dogenous reasons have to do with the cohesion policy itself.

a) Exogenous reasons

The EU’s cohesion policy has developed a strict system for monitoring and evaluation
over the years. However, counterproductive factors have hindered cohesion policy
performing more convincingly in Greece. Among others, the following factors have
had a negative impact on the effects of cohesion policy:

e Corruption. According to Transparency International, Greece is ranked lowest
among all EU member states. (Transparency International 2013) Corruption has
a negative impact on economic development and favours the misallocation of
financial means.

Clientelism. Academic research describes clientelism as “transaction, the direct

exchange of a citizen’s vote in return for direct payments or continuing access

to employment, goods and services” (Kitschelt and Wilkinson 2007: 2). As is the
case with corruption, clientelism has a negative impact and degrades the effects
of EU cohesion policy.

Ineffective administration. The past public administration in Greece did not encour-

age entrepreneurial engagement and investment. That is why structural reforms

since 2010 have focused on more efficient administration in Greece. And as we
can learn from World Bank reports and others, Greece has made some progress

(World Bank Group, Doing Business).

e Low absorption rates. The limited efficiency of the public administration resulted
in low absorption rates for cohesion policy. In December 2010, Greece was ranked
17th among 27 EU member states. The absorption rate for structural funds was
21.86%, whereas the EU average was 22.94%. With the assistance of the Commis-
sion and the Task Force for Greece, the situation improved. In June 2014, Greece
was ranked in 5th position at the EU level (Task Force for Greece, July 2014).
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e Decreasing competitiveness. Greece lost competiveness in the past as we learn
from effective exchange rates (see Table 2). That was crucial as it confirmed the co-
hesions policy’s inability to foster economic dynamics by increasing competitiveness.

TABLE 2 Real effective exchange rate in Greece 2003 to 2013

Years | 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Exchange 96,84 99,34 100 97,88 98,69 100,97 104,58 101,92 100,44 91,23 85,82

|
Source: Eurostat, Real effective exchange rates

The EU took into account the problems of poor administrative capacity and low ab-
sorption rates when it introduced some relevant innovations after 2009. The intention
was to facilitate access to cohesion policy and take better care of implementation.

e First, the EU co-financing rate for Greece increased to 95% (top-up). This meas-
ure reduced the requirements for national co-financing from the national budget.
Referring to the Commission, Greece received an additional 1.3 bn euros in that
way (European Commission, Cohesion Policy and Greece).

e Second, together with the Greek authorities, the Commission compiled a list of 181
strategic projects. All of them are supposed to have a positive impact on economic
growth!. In that way, projects worth 11.5 bn euros should be implemented by
the end of 2013. It was estimated that up t0108,000 new jobs would be created.

b) Endogenous reasons

It would be unfair solely to blame the national authorities for the limited effectiveness
of EU cohesion policy. It is argued here that cohesion policy itself has its limits as long
as it focuses on regional development. When economic growth and competitiveness
should be the priority, particularly in times of crisis, it is inevitable to check which types
of projects can be seen as having positive effects.

To answer to this question one may rely on a research project carried out by the
Centre for Economic Research in Mannheim in 2012. The title of the study is “"Growth

1. Following a meeting on 28 November 2013 between the European Commissioner for Regional Policy
Johannes Hahn and the governors of the Greek regions and mayors from the main cities, an updated list
of priority projects to be co-funded by the European Commission was presented. This list will be updated
regularly, as new projects are added, in order to use the EU’s structural funds and cohesion fund in the
most optimal way, to ensure that high-quality projects with strong added value will foster economic growth
and create new jobs in all Greek regions (Hahn, 2013).
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Enhancing Expenditure in EU Cohesion Spending from 2007 to 2013". A total of 3,600
projects — sponsored by the EU’s cohesion policy - were analysed.

The findings are very disillusioning: In only 37% of all projects could positive effects on
economic growth be identified: “With respect to the share of growth-enhancing spend-
ing, we find that the share of spending without growth effects amounts to up to 63%
under a pessimistic scenario” (Zentrum flir Europaische Wirtschaftsforschung 2012: 5).
Following a pessimistic scenario, economic growth effects were absent for the fol-
lowing types of projects: tourism and culture, urban development, administration
of structural funds, business consultancy, administration, social inclusion and strat-
egies for territorial development. Moderate effects were identified in: health sector,
environment and energy.

The project’s findings attributed positive effects to the following projects: vocational
training, transport, research and development, rule of law and crime prevention,
communication.

In order to avoid any misunderstanding, it should be recalled that the critical judge-
ments did not disqualify projects funded by the cohesion policy funding as such. But
too many of those projects missed out on positive growth effects. As long as coun-
tries like Greece suffer from low competitiveness there are convincing arguments to
prioritize growth and competitiveness in cohesion policy.

But it is the primary law of the EU which makes it difficult to move in such a direc-
tion. The legal basis of cohesion policy can be found in Art. 174 of the Treaty of the
Functioning of the EU (TFEU). As is fixed there, cohesion policy focuses on reducing
regional disparities: “In particular, the Union shall aim at reducing disparities between
the levels of development of the various regions and the backwardness of the least
favoured regions.”

As long as cohesion policy primarily follows this intention, it will be difficult, if not
impossible, to concentrate on growth. That cohesion projects in the past were wide-
spread across the whole of Greece was a logical consequence.

To be fair, the financial period 2014-2020 might offer chances to release cohesion
policy from the priority for regional convergence. As Table 3 shows, EU cohesion policy
has reduced the proportion of financial means available for reducing the disparities
of those regions where GDP per head is below 75% of the EU average. While 63.4%
of structural funds were directed to less developed regions (“Target No. 1”) in the
financial period 2000-2006, this share was reduced 40.2% in the current period of
2014-2020. The finances of the cohesion fund have seesawed somewhat, from 13.2%
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in the period 2000-2006 to 20% in 2007-2013 and 14% in 2014-2020.

TABLE 3 Proportions of finance for reducing regional disparities and of the Cohesion Fund

2000-2006 2007-2013 2014-2020
Mill. € % Mill. € % Mill. € %
Regions
<75% EU 135,900 63,38% 199,322 57,37% 182,172 40,19%
GDP
c°"=‘::£|°“ 28,212 13,24% 69,578 20,02% 63,399 13,98%
Total 213,000 100% 347,410 100% 453,180 100%

6. What might be the alternatives?

Meanwhile, it is well known by relevant actors that something must be done. The
European Council stressed on 21 July 2011: “We call for a comprehensive strategy for
growth and investment in Greece. We welcome the Commission’s decision to create
a Task Force which will work with the Greek authorities to target structural funds on
competitiveness and growth (accentuation by the author), job creation and training.
We will mobilise EU funds and institutions such as the EIB towards this goal and
relaunch the Greek economy. Member States and the Commission will immediately
mobilize all resources necessary in order to provide exceptional technical assistance
to help Greece implement its reforms” (Council of the European Union, 2011).

Up to now the results of such an innovative approach have been limited. An academic
scholar could ask: What might be the alternatives? 2 The argument here is that two
core elements are suitable to overcome the deficiencies of the EU structural policy:

e First, the EU should accept that the objective of balancing regional disparities in the
Union and in member states is too ambitious. EU cohesion policy should focus on
national instead of regional prosperity. The state-centred type of cohesion policy
should be expanded. Countries like Greece would be promoted in such a model, but
more competitive states no longer. These countries would be favoured by reducing
their financial contribution to the EU. Were the EU to terminate support to all mem-
ber states and focus on less developed states, the EU budget could be reduced. A
think tank in London came to the following conclusion: “Focusing the EU’s structural

HEEHEN
2. For a more detailed analysis and description see Axt (2002) and Axt (2005).
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funds on less wealthy member states and stopping the recycling exercise whereby
richer member states subsidise each other’s regional development policies would
save just over euros 20 bn. (per year, the author)” (Open Europe, 2012). Another
positive effect would be trimming the administration in Brussels.

Second, there is an alternative to the current model of area-wide support for re-
cipient countries. Instead of spreading structural policy projects across the whole
country, an alternative would prefer growth clusters. The intention would be to
foster these clusters so that processes of spillover could have a positive impact on
other enterprises and regions. Preference should be given to competiveness. The
core idea is that member states can only benefit from the EU’s internal market as
long as they are competitive. Cohesion policy should focus on strengthening clusters
which have the potential to disseminate productive impulses around the clusters.
Equalizing regional disparities would no longer be a priority. EU structural policy
could learn from the experience of Germany after reunification. Experts came to
the conclusion that it was a mistake to prioritise the promotion of weaker regions
in East Germany. Their promotion led to overstressing them. Projects have been
carried out which did not have a positive impact on economic competitiveness and
growth (Fur eine Kurskorrektur des Aufbau Ost).

What are the chances of such alternatives happening? We have to admit that the
chances are limited as long as cohesion policy focuses on regional disparities, as fore-
seen in Art. 174 TFEU. An alternative approach does, however, have a chance when
the Cohesion Fund is taken into account: It promotes member states as a whole and
it concentrates on poorer member states. As the Cohesion Fund is currently active
in the field of transport and communication, expanding it should be considered to
include other fields of activity which have a more positive impact on economic growth
and competitiveness. As we saw above, the Cohesion Fund’s share of EU spending
increased in the financial period from 2007 to 2013. That was the time when the
Union had to manage the challenge of Eastern Enlargement. For the new period up
to 2020 a reduction is envisaged. That does not, however, negate the fact that the
room for manoeuvre to shape alternatives is bigger with respect to the Cohesion Fund.
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STRUCTURAL FUNDS AND SUSTAINABLE
DEVELOPMENT IN GREECE

Panagiotis Liargovas and Nikolaos Apostolopoulos

1. Introduction

There is a close and interactive relationship between the economy and the envi-
ronment regarding sustainable development. The availability of funding resources
is @ major issue each time, thus the role of Structural Funds from the EU in the
sustainable development of member countries’ progress is essential. The significant
role described matters more in countries such as Greece where Structural Funds are
almost the only funding tool due to the country’s domestic economic weakness and
its inability to allot sufficient resources on its own.

The importance of the contribution of Structural Funds to the economy of the coun-
try has some contradictions, therefore, conflicting views have ben developed on
both the input and the level of the contribution. This ambiguous situation regarding
the impact of Structural Funds is emphasized in the research of Boldrin and Cano-
va (2001) and Beugelsdijk and Eijfinger (2005). Other studies (e.g. De La Fuente,
2002) highlight the correlation between the impact of Structural Funds and the in-
stitutional framework in the beneficiary countries. Furthermore, Bahr (2008) sets as
a parameter the degree of decentralization connecting the positive impact of Funds
with the degree of decentralization, while the same finding about the effect of the
decentralization parameter is also pointed out in Stegarescu’s (2004) study. Liargo-
vas and Apostolopoulos (2014a) indicate that an enhanced sub-national autonomy
as a primary factor along with opportunities arising from structural funds can boost
sustainability and Europe 2020 performance. The level and degree of impact on
the domestic economy vary in studies depending on the data and methodological
approaches applied in each case. However, in several surveys, Structural Funds con-
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tribute strongly to finding a direction towards economic progress (Funck and Pizzati,
2003; Cappelen et al, 2003)

Moreover, as Puigcerver-Pefialver (2004) states, by applying a ‘hybrid structural’
model the impact of Structural Funds becomes important economically, especially
during the first funding period and for Objective 1 areas. Less important, though
not negligible, are the findings of the second period. Lima and Cardenete (2008)
observe a positive relation between Structural Funds and their impact on econom-
ic growth. As Marks (1993) pinpoints, Structural Funds are “the leading edge of a
system of multilevel governance in which supranational, national, regional and lo-
cal governments are enmeshed in territorially overarching policy networks” (1993:
401). Nonetheless, some sceptical views have been expressed about the impact of
Structural Funds, such as those of Ederveen et al. (2006). In their research, Mohl
and Hagen (2010) report that their findings show that there is a positive impact from
structural funds on Objective 1, whereas the impact is negative on Objectives 2 and
3. Bradley et al (2003) believe that the long-term positive effect on growth is not
uniquely attributable to Structural Funds. Overall, the studies and investigations on
Structural Funds are conflicting about how much they contribute and which sectors
of the economy benefit, without questioning the contribution of Structural Funds.

The approach of issues related to sustainable development and the impact of Struc-
tural Funds present a literature gap which, in the opinion of the author, is primarily
attributable to three main factors: 1) the general difficulty in and complexity of
approaching issues related to sustainable development, 2) research on Structural
Funds has focused on overall effects, 3) and perhaps most importantly the launch of
Europe 2020 (Commission of European Communities, 2008a), which has set goals
for energy and environment in the area of sustainable development, this has been
linked to the objectives of Structural Funds.

According to EU regulation No. 1303/2013! about the common rules and aims of
structural and investment funds, Europe 2020 is at the epicentre of fulfilling the
objectives of structural funds. The operation of the European Regional Development
Fund is directed by regulation 1301/2013.2 Based on this regulation, the ERDF is
committed to enhancing Europe 2020 with certain actions, such as promoting the
transition to a low-carbon economy, raising the share of renewable energy, support-
ing sustainable transport, promoting the energy efficiency of enterprises and boost-
ing the environmental quality during economic activity. EU regulation 1300/20133
on the Cohesion Fund set the investment and funding priorities for a low-carbon
economy and climate-change adaptation while promoting resource efficiency coor-
dinated with Europe 2020. Even the European Social Fund, which embodies Europe
2020 in its social indicators in regulation 1304/2013,% promotes sustainable devel-
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opment through education and training systems. These systems should embody the
necessary adjustments in order to promote the upgrade of skills and qualifications
needed to transform the economy.

In order to evaluate the impact of structural funds on Greece’s sustainable develop-
ment, the environment and energy were set as parameters, since they contribute
significantly to sustainability and the national economy. Another major reason for
using these parameters is that during the next period, 2014-2020, and the last two
years of the last period, 2007-2013, the Europe 2020 strategic plan is embodied
in the functions and objectives of structural funds. Europe’s 2020 aim is to lead
Europe to sustainable growth and take it permanently out of perhaps the worst
phase Europe has encountered since its creation (World Economic Forum, 2012).
Consequently, Europe 2020 sets its main priorities, targets and flagship initiatives
(Commission of European Communities, 2008a) for sustainable growth. The envi-
ronment and energy, which are one of the five objectives, have a central position
in the strategic plan. Hence, the targets for greening the economy and production,
known as ‘20/20/20’, concern a 20% increase in renewable energy production, a
20% reduction in carbon emissions and an increase in energy efficiency of 20%,
which should be achieved. In addition, “"Resource-efficient Europe” is one of seven
flagship initiatives.

Thus, this study focuses on the 20/20/20 indices and ‘resource-efficient Europe’ in-
dices in order to monitor and analyze the impact of structural funds on Greece’s sus-
tainability. As Ekins et al. (2008) mention, one approach to evaluate sustainable de-
velopment is to select a group of indicators related to the subject under investigation.

Additionally, the European Commission (1999) mentions that indicators that adjudge
structural funds should be of relevance to the context and aims of structural funds.

From the above analysis, three key questions arise concerning the matter under
consideration. How do structural funds aim to boost sustainable development? How
much progress did Greece make in sustainable development during the last decade?
What can be achieved through policy reformation? Consequently, this work is struc-
tured in such a way as to answer these three questions in six sections, including the
current introductory one. The second section includes a brief historical overview of

1. http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R1303.
2. http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R1303.
3. http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R1300.
4. http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013R1304.
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the relationship between sustainable development and structural funds in Greece.
The third section describes energy priorities and the fourth one environment priori-
ties. In the fifth section, the main problems and obstacles are described. Finally, the
last section summarizes the findings and develops policy proposals.

2. Historical review of Structural Funds priorities in sustainable development
The basic financial leverage for projects and actions affecting the environment, en-
ergy, competitiveness and entrepreneurship in Greece was the funding from Euro-
pean Structural Funds.

e In the period 1989-1993, financial resources were mostly directed to environ-
mental studies and the procurement of equipment of environmental parameters
related to air pollution and water resources.

e In the period 1994-1999, the actions of the previous period were continued and
more were added in the field of wastewater treatment and the management of
urban waste and rehabilitation interventions, as well as environmental and ur-
ban planning. Finally, private investment in energy, industry and agriculture were
boosted in order to ameliorate the energy and environmental performance of busi-
ness and support environmentally-friendly farming.

¢ In the period 2000-2006, much of the funding was directed to support the man-
agement of municipal wastewater and solid waste, as well as urban-environment
regeneration and protection of the natural environment. Energy and environmen-
tal business actions were supported in order to improve the business environment,
support and encourage entrepreneurship, and promote operational excellence,
technological innovation and research. Economic activity, regional development
and employment were also reinforced. In addition, there were activities to secure
energy supplies so as to become independent of imported primary energy through
the diversification of energy-supply sources. Finally, resources were allocated to
educate and train students and unemployed workers on environmental issues.

e In the period 2007-2013, the main strategic objective was the protection, en-
hancement and sustainable management of the environment in order to support
the competitiveness of the economy, the quality of life of Greek citizens and public
health. Actions were financed according to convergence with the environmental
‘acquis’ of Europe. Substantial resources were used to curb the growth of green-
house gas emissions, double the contribution of renewable energy to reduce the
use of coal in electricity production and substitution by natural gas, eliminate the
uncontrolled disposal of solid waste, restore uncontrolled dumping sites, create
a recovery unit, Urban Waste, draw up a National Programme for Production and
Waste Prevention and a National Waste Management Plan to improve the energy
efficiency of transport, and finally enhance the tourism product using cultural en-
vironmental benefits.
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In the Operational Programme ‘Competitiveness and Entrepreneurship’, four prior-
ities were set:

i. Improve the business environment

ii. Strengthen entrepreneurship and extroversion

iii. Promote innovation and

iv. Complete the energy system of Greece and promote sustainability

According to the aforementioned operational programme, private SMEs were rein-
forced to develop energy measures, incorporate an environmentally-friendly tech-
nologies environment, environmental-management certification systems and prod-
uct-certification systems.

The period 2014-2020 aims to prioritize completion of the Trans-European Transport
Network, enhance regional mobility, reduce the adverse effects of climate change,
reduce emissions and implement the Community's ‘acquis’ for protection of the
environment. Moreover, it focuses on prevention and risk management, energy sav-
ing, developing clean urban transport, waste management, increased recycling and
enhanced resource productivity.

3. Energy priorities

In order for Greece to actualize its economic development, utilizing the resources of
the European Structural Funds, actions have been undertaken to adapt the Greek leg-
islation to Directive 96/92, achieve a smooth transition towards a free energy market,
promote competition and establish a framework for a free market in natural gas.

In the period 2000-2006, the third funding period included two axes for energy-pol-
icy issues: ‘Security of the Energy Supply and Promotion of the Energy Market’ and
“Energy and Sustainable Development”.

a) The first aforementioned priority axis aimed to supply the country with energy,
contribute to the security of the EU’s energy supply and promote energy-market
liberalization. These objectives were to be achieved through access to gas-supply
resources, the strengthening of specific concrete actions for the island regions of
Greece, the penetration of renewable energy sources through cogeneration, ener-
gy release in the country and energy-saving policies. This specific priority axis in-
cluded such measures as: “Access to alternative gas supply sources and promotion
of natural gas penetration”, “greater flexibility, stability and reliability of the gas
system”, “special energy infrastructure for the islands and renewable energy pro-
motion”, an “energy liberalization mode” and “renewable energy systems promo-

tion, cogeneration in the energy system of the country [to make] energy savings”.
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b) The second priority aimed to support the production, distribution and sustaina-
ble use of the energy resources of the country in compliance with the country’s
commitment to reducing greenhouse-gas emissions and the rational use of water
resources. By implementing the above objectives, it was sought to create a natu-
ral-gas distribution network, this to be created in Attica, Thessaloniki and Thessaly,
supply natural gas for industrial consumption, reduce the humber of on-road fuel
tankers in Attica, promote the penetration of natural gas in the transport sector,
reduce the pollution in Athens and rationally manage raw-energy materials and
mineral wealth. The specified axis included measures for: the “penetration of natu-
ral gas in the residential and tertiary sector, industrial production and the transport
sector”, a “secure infrastructure for petroleum handling” and the “exploitation of
natural resources and support for meeting environmental commitments”.

In July 2000, Greece set up a regulatory authority for energy (RAE). The objective of
RAE is to control the energy market in all areas and continuously update the EU on the
progress of electricity-market liberalization (RAE, 2005). As a result, in the third funding
period and especially in the period 2005-2008, RAE received funding for its infrastruc-
ture and operation. Furthermore, it received funding to support long-term energy plan-
ning for gas and electricity, and finally to encourage investment in the energy sector.

With resources from European Structural Funds, entrepreneurship in the energy
sector and especially in the renewable energy sector was supported to promote
sustainability during the period 2002-2006. More particularly, investments projects
that were supported are as follows (Ministry of Development, 2002):

¢ Photovoltaic parks

e Small hydroelectric power projects up to 10 MW in watercourses

e Biomass utilization

e Wind systems for the production of electricity (wind turbines)

e Geothermal applications

e Saving energy for companies already in operation

e Substitution of electricity with natural gas or LPG in existing enterprises

Private-sector initiatives had the right to participate in the above initiatives and the level
of their own economic participation was at least 30 per cent of the budget. In these
projects, legal entities had a participation right under private law and the level of their
participation in the investment project amounted to at least 30 per cent of the budget.

In the operational programme for 2007-2013, the importance of enabling Greece to

secure its energy supply by steadily reducing its dependence on oil by developing
renewable energy was emphasized. Within this framework, many actions were un-
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dertaken in order to achieve energy-market liberalization, resource productivity, the
proper management of natural resources, energy security and Greece’s adaptation
to European Directive 2009/28/EC on energy and climate change. (Operational Pro-
gramme Competitiveness and Entrepreneurship 2007-2013, 2013).

The interventions in the aforementioned fields aimed to achieve the following:

e To promote the use of natural gas in residential and tertiary sector development.

* To modernize the country’s electrical grid with the interconnection of the islands to
the main power and renewable energy sources on the mainland.

¢ To promote renewable energy penetration and save energy through interventions in
public buildings and to support citizens, businesses and government’s awareness.

e To support actions related to the hydrocarbons sector

The beneficiaries of the priority axis ‘Completion of the energy system of the country
and sustainability enhancement’ were businesses of all sizes and legal forms as well
as households in areas where the gas network was expanded. In addition, business-
es that invested more in saving energy and improving energy performance in the
municipalities benefited (Ministry of Economy and Finance, 2007).

Among the works constructed with support from structural funds are the follow-
ing: the gas-compression station in New Mesimvria Thessaloniki, the pipeline for
high-pressure natural gas in Agioi Theodori-Megalopolis and Aliveri, expansion of
the natural-gas distribution network in Inofita Halkida, modernization of the elec-
tricity grids, the realization of investment in 74 renewable-energy projects, the re-
alization of programmes such as ‘saving at home’ and ‘saving in local authorities’,
the implementation of 32 energy-saving projects in schools and hospitals, the im-
plementation of seven projects in bioclimatic schools (Ministry of the Environment,
Energy and Climate Change, 2013).

These projects along with others in the energy sector have managed to reduce
energy consumption and achieve a 15 per cent reduction in the projected levels
for 2020 (Ministry of Development, Competitiveness, Infrastructure, Transport and
Networks, 2012).

4. Environment priorities
This chapter will examine the contributions made by resources from the European

Structural Funds in the fields of:

¢ Solid-waste management
e Atmospheric environment (air pollution / climate change)
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Solid-waste management

The management of solid waste is a difficult and complex process, thus large sums
from the Structural Funds have been spent to address it. In 2006, Greece produced
4.6 million tons of municipal solid waste originating mainly from households and
commercial activities, and it is expected that Greece will produce 5.2 million tons in
2006 (Technical Chamber of Greece, 2006). Of the above amount of solid waste in
landfill, 4.56 million tons were driven to uncontrolled dump sites, 300,000 tons of
waste, approximately 140,000 tons were composted while 870,000 tons were recy-
cled (Ministry of the Environment, Energy and Climate Change, 2013). In 2012, of
the 325 municipalities in the country, 240 had set up a recycling system. This led to
performance in recycling being somewhat improved (Ministry of the Environment,
Energy and Climate Change, 2013).

Community policy on solid-waste management has always been based on waste
prevention and its integrated management by developing recycling and reuse as
well as improving the conditions of disposal. Structural funds were also used in the
implementation of these policies.

Greece’s policy on the issue of solid waste moves along the axes for the preven-
tion of waste achievement and the objectives that the EU has set for recycling, the
completion of waste facilities and financing innovative environmental technologies.

In the operational programme 2000-2006 “Environment”, there was a “Solid Waste”
axis including actions for the remediation of uncontrolled dump sites, a coastal clean-
up, the construction of landfill sites on small populated islands, updating and parallel
awareness of social organizations and local government (Ministry for the Environment,
Physical Planning and Public Works, 2007). The total budget of the ‘Environment’ pro-
gramme, after its revision on 7 December 2006, amounted to € 522,649,462. Of that,
community participation was 76.2% and the state share was 23.8%. For the priority
axis ‘Solid Waste’, the budget was € 18,433,013, of which the Community contribution
was € 13,382,823 (72.6%); for the measure for ‘non-hazardous solid waste man-
agement’ Community involvement was € 7,854,263 (71.6%); and for the measure
for the *‘management of hazardous waste’, Community involvement was € 5,528,560
(74%) (Ministry for the Environment, Physical Planning and Public Works, 2007).

In the Operational Programme for Environment and Sustainable Development for
2007-2013, there was a priority axis for the protection of soil systems and sol-
id-waste management with an overall objective to protect the public health, ground-
water aquifers and the quality of soil resources from uncontrolled waste disposal.
The above priority axis also had, among others, the following specific objectives: to
complete projects which were financed by Structural Funds in the period 2000-2006,
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give the country its necessary waste-management infrastructure, implement the
regional planning of the country for the management of solid waste and to support
recycling (Ministry for the Environment, Physical Planning and Public Works, 2007).

As a result, in this area, 305 projects were financed by Structural Funds under
the heading “Management of household and industrial waste” and a budget of €
594,319,600. Most of them, 183 in total, were related to the remediation of un-
controlled dump sites, material supplies at transfer stations, balers and many more
(Ministry of the Environment, Energy and Climate Change, 2013).

Atmospheric Environment (air pollution - climate change)

Structural Funds have paid particular attention to the problem of air pollution in
Greece. The first mapping of air pollution on Greek territory was accomplished with
financial resources from Structural Funds during the programming period 2000-2006.

With resources from the Structural Funds for the period 1994-1999 and within
the framework of the Operational Programme ‘Environment’, Greece upgraded the
few existing air-pollution monitoring stations and founded new ones in major cities
across the country. In 2001, the National Air Pollution Monitoring Network was es-
tablished with the intention to continuously access to data (Ministry of the Environ-
ment, Energy and Climate Change, 2010).

The research study “Assessment mapping of atmospheric pollution in Greece” was
also founded through structural funds (Special Management Service for the Infor-
mation Society, 2006). The purpose of that particular study was to assess air quality
based on data gathered by the National Air Pollution Monitoring Network. The major
cities and industrial areas showed high levels of air pollution.

The operational programme “Environment”, in the period 2000-2006, included a
priority axis entitled “Atmospheric Environment” concerning measures for “Air pol-
lution” and “noise reduction” and with a budget of € 15,301,177, to which the Com-
munity contribution was € 11,754,824 ( 76.8%). The measure for the “Reduction
of air pollution” had a budget of € 12,545,267, with a Community contribution of
€ 9,677,419 (77.1%), and the measure for “noise reduction” had a budget of €
2,755,910, with a Community contribution of € 2,077,405 (75.4%) (Ministry for
the Environment, Physical Planning and Public Works, 2007). The planned actions
concerned the adaptation of Greece to European directives, controls on air pollu-
tion, soundproofing protection and Greece’s adaptation to international conventions
relating to air pollution and climate change. Furthermore, resources from structural
European funds were received to develop action plans that would address air pollu-
tion (Ministry of Environment, Physical Planning and Public Works, 2007).
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The operational programme of 2007-2013 for protection of the atmospheric envi-
ronment and climate change was financed by the Cohesion Fund and the European
Regional Development Fund, with the aim to reduce the greenhouse-gas emissions
that contribute to global warming and protection of the ozone layer. Until 31 Decem-
ber 2014, the total expenditure of the operational programme on the environment
in the field of “Atmospheric environment protection - Tackling Climate Change -
Renewable Energy” was € 475,560,000 and the absorption rate was 94.07 per cent
in Priority Axis 1. For the sixth priority axis, “"Atmospheric environment protection
- Tackling Climate Change”, the total expenditure was € 48,489 and the absorption
rate was 93.44 per cent.

5. Progress towards sustainable development

In order to evaluate and analyze Greece'’s progress in sustainable development, we
used the indicators of Europe 2020 which are directly related to sustainable devel-
opment, as Europe 2020 is associated with the Structural Funds for the next funding
period. The analysis focuses on the 20/20/20 targets of Europe 2020 and the indi-
cators are included in the flagship initiative ‘resource efficiency’.

Carbon emissions: Greece differs significantly from the EU average on green-
house-gas emissions and these are growing much more rapidly compared to that.
Emissions of carbon dioxide where 120.21(base year 1990) in 2000, 125.55 in 2004,
124.61in 2008 and 105.71 in 2012, while the corresponding European performances
were 91.96, 93.80, 90.41 and 82.14, respectively (Table 1). Greece’s performance
vias-a-via a low-carbon economy fell considerably. In the period 2000-2009, it en-
joyed high growth rates, but these were not accompanied by similar environmental
performance. In 2009, it started to reach a turning point in emissions, mainly due to
the economic crisis, the decline in industrial production and the shrinkage of move-
ments. At the most basic measure of sustainable development and in conjunction
with the amounts paid from Structural Funds in Greece, there are no recorded pos-
itive effects of financial support in this area.

Share of renewable energy: Regarding the contribution of renewable sources to
the energy mix of Greece, a significant improvement and increase in the rate are
presented. The share of renewable energy increased significantly from 6.9% in 2004
to 13.8 in 2012, while the European Union’s share in 2004 was 8.3 and in 2012 it
was 14.1 (Table 2). Greece showed an upward trend for this target of Europe 2020
which approached the European average. In the 2000-2006 programming period,
incentives were given through the Structural Sunds, as mentioned in the previous
section, resulting in significant investment in renewable energy sources. Greece
took advantage of certain Structural Fund initiatives in an effort to improve the
energy mix and tried to become independent of coal as a raw material, while green
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TABLE 1 Greenhouse-gas emissions, base year 1990
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business was significantly promoted in the energy sector. It could however display
even better performance, since it has great potential, due to its natural resources,
not only to achieve improvements but a comparative advantage over other Europe-
an countries (Liargovas and Apostolopoulos, 2014b).

Primary-energy consumption: Greece’s progress in primary-energy consump-
tion (base year 2005) moved marginally above the European average in the period
2006-2009, while from 2009 onwards (Table 3) it has exhibited a downward trend.
The year 2009 is a turning point due to the decrease in consumption as a result of
the economic crisis and a reduction in productivity. Various measures and initiatives,
even through European funds, appear to have had no direct effect on the rational
use of energy resources or the use of energy-efficient technologies. The above find-
ing concerns both Greece and the European Union. Besides, as mentioned by the
Committee of the European Commission, the target of 20 per cent savings in this
area is very hard to achieve.

Resource productivity: Regarding the resource productivity, Greece shows some
deviation from the European average (Table 4), although its performance appears
relatively high compared to other European countries (in euro per kilogram in linked
chained volumes, 2005). Resource productivity is calculated by dividing the GDP
by domestic material consumption (DMC). In the period 2000-2008, an increase
was noted in the DMC at both European and Greek levels. Beyond that point, DMC
appears to drop; in Greece it is around 35%, accompanied by a contraction in GDP
which appears in the numerator of the fraction. Undeniably, the fall in consumption
contributed to the relatively good performance of resource productivity. Given the
increase in incomes and GDP per capita which derived to a certain extent from the
Structural Funds, particularly in the period of 2000-2009 although Greece moved to
below the European average, its performance was ranked in the top-ten European
countries.

Recycling: In the field of recycling, Greece lags far behind the EU average as the
recycling rate in Greece in 2000 was 8.8% and in 2012 it was 17.2, while the Euro-
pean performance was at 25.2 and 41.5, respectively (Table 5). The fact that Greece
increased its recycling rate from 8.8 in 2000 to 20.1 in 2007 is of particular interest.
It is apparent that this exhibits a significant positive change, since the country be-
gan to comply with European standards and exploited the European funds for waste
management. However, in the period 2007-2012, the upward trend stopped, even
though the environment continues to be strongly supported by European funds.
From 2008 onwards, it displayed a downward tendency, and finally, in 2012, it
dropped to 17.2. Thus, the efforts towards an economy that efficiently exploits
all the available resources and manages its waste as useful materials is not being
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TABLE 3 Primary energy consumption, base year 2005
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achieved, while the European Union continues its upward course. The transition to
a sustainable economy, as expressed through the recycling ratio, connotes delays
and failures.

Landfill: In addition to the recycling index, the landfill index denotes a transition
towards sustainable development, priorities, strategies and effectiveness. Greece, as
will be discussed below, and the problems of waste management have failed or even
squandered European funds, without being able to manage the waste produced effec-
tively. Waste management is a key financial objective of Structural Funds, yet Greece
displayed a landfill rate of 73% in 2010, which increased to 79% in 2012, while the
corresponding European rates were at 28 and 29%, respectively (Table 6). Addition-
ally, Greece produces significantly more waste per capita compared to other European
countries (Table 7). Also, in 2013, there were still 78 active uncontrolled dump sites
and another 318 uncontrolled dump sites which needed environmental restoration.
This performance in an area of utmost significance for most European countries is a
serious failure to develop strategies and utilize European funds effectively.

TABLE 5 Recycling rates for municipal waste
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TABLE 6 Landfill rate for waste, excluding major mineral waste
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6. Problems and obstacles

The issue of misused money (fraudulent and non-fraudulent irregularities) from
the Structural Funds has occupied the European Anti-Fraud Office (OLAF) targeting
both the EU (European Commission, 2013) and Greece (Ministry of Regional De-
velopment and Competitiveness, 2014). The continuous increase in fraud in 2013
led the EU to request the establishment of a European public prosecutor to deal
with the phenomenon (European Commission, 2013). Fraud affecting the Structur-
al Funds in Greece usually entailed virtual service providers, product substitution,
fraudulent reimbursement, work-cost swelling, large consultancy fees, distortion. In
2013, 15,779 competitions were reported as being fraudulent, and non-fraudulent
irregularity cases reported to OLAF concerning EU countries involved the amount of
€ 2.14 bn. Indeed, in the period 2009-2013, the cases reported to OLAF increased
by 22% and the reported amounts increased by 48%. Of the 15,779 cases reported
in 2013, 1,609 cases were declared fraudulent and concerned € 309 million. Greece
is among the States that have been identified as having large numbers of fraudulent
cases (European Commission, 2014). The rate of successful prosecutions related to
fraud against European funds has an average of 42.3% in the EU. This rate in Greece
is 19.2%, which means that successful prosecutions in Greece are small in number
due to insufficient controls and the many gaps in the legal framework of the country
that contribute to impunity.

A major obstacle to the effective use of Structural Funds from Europe is the delayed
dispensing of justice in Greece. According to the Ministry of Justice, in 2012, 27,975
cases were pending with the Council of State, with an average of five years for litiga-
tion. This means that in order to get a case to the State Council and for it to become
final, other levels of justice must have preceded it and there will be a delay of at
least another five years if an adjournment occurs, which is a frequent phenomenon
in the Greek legal system. It is interesting to note that Greece has been condemned
by the European Court of Justice for delaying one case for 27 years, and all this at
a time when the prompt and effective administration of justice is a key factor for in-
vestment in all economic sectors, including those directly related to sustainable de-
velopment. The Commissioner of the EU for Economic and Monetary Affairs5 notes
that effective justice can be instrumental to development. Particularly in relation to
issues of solid-waste management, there are many investment hindrances in Greece
because citizens, agencies and constructors litigate very often. One of the many
instances could be the landfill in Western Aigialeia, in Papanikolaou in the former
municipality of Confederacy. The landfill was situated and environmental terms ap-
proved in 2003. A year later, the project was financed by the Cohesion Fund. Litiga-
tion and social reactions blocked the project. The financial plan of the Cohesion Fund
2000-2006 had eligible costs up until 31 December 2011. On this date, the task had
not materialized and, pending litigation, this resulted in the exclusion of the project.
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Values, and more particularly temporary values, of expropriated properties which
are judged by Greek courts are often multiples of objective values. This fact inhibits
the financial aspect of projects funded by European Structural Funds, because above
a certain percentage, i.e. 10 per cent of the eligible expenditure, the charge for
expropriations comes from national resources, which in most cases do not exist. An
example is the landfill in Western Aigialeia, where the First Instance Court of Aigaio
gave temporary prices for expropriated properties that were multiples of objective
values and against the proposals of the Public Real Estate Service. This decision,
which was unexpected, increased the cost above 10 per cent. Hence the regional
authorities were forced to appeal the decision and although the prices were lowered
they were still above 10 per cent of the eligible expenditure. Eventually, the afore-
mentioned case, which is not the only one, saw an increase in the project budget of
€ 820,000 which came from national resources.

Social reactions, regardless of the source of funding, have always been an issue in
Greece, in most cases regarding wind-farm, biogas and landfill installations, such
as the installation and operation of wind farms on Mount Pantokrator, Corfu, in the
Spina and Plakakia areas in Crete, Mount Kochylo in Skyros, the establishment and
operation of biogas in Mantineia and the landfill sites in Grammatikou Attica, Oihalia
Messinia and Skopou Zakynthos. A characteristic case is the construction of a landfill
site in Lefkimmi in Corfu, where the project was completed but did not operate due
to social reactions and protests. The project was co-financed by the Cohesion Fund
for the period 2000-2006 with a total budget of € 3 m. Complaints from residents
to the State Council were rejected in their entirety. The landfill was built but today
is not in operation due to residents’ protests, and as a European Parliament (2014)
document mentions, there is no political will for it to work.

Finally, the continuous administrative changes that occurred in Greece within the
last years, such as ‘Kapodistrias plan’ and ‘Kallikratis plan’ created constant al-
terations in the plans of the projects which were implemented through European
Structural Funds. A typical example is the waste management planning where juris-
dictions among national, regional and local authorities are not clearcut and properly
distributed. Thus, waste management is characterized by failures.

7. Conclusion and policy remarks

Greece made controversial progress towards the indicators for 2020 in the last dec-
ade, in spite of the fact that Europe 2020 was launched in 2010. Nevertheless, the
question that arises is whether Greece can use structural funds further so that the
effects can be maximized. The answer is definitely no. Although many indicators
show progress, these are still well below the European average. Apart from the tar-
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get for “"Share of Renewable Energy”, for all other targets (carbon emissions, energy
savings) the progress is affected not only by the initiatives and investments from
Structural Funds, but also by the slowdown in the Greek economy from 2009 on-
wards due to the economic crisis. In anything regarding solid-waste management,
which is indirectly associated with resource productivity, Greece exhibits tremendous
delays and failures. Note that, in 2005, Greece was condemned by the European
Court of Justice for not complying with EU legislation in relation to the uncontrolled
disposal of solid waste. Since then, although many years have elapsed and many
funds have been allocated from Structural Funds, this problem has not been solved
and the country has not complied with the court order. Thus, on 20 February 2013,
the Commission took Greece to the European Court again. Faced with this situation,
from 2013 onwards, Greece claims that only 73 uncontrolled dump sites of waste
are in operation and that these are constantly decreasing while all the others are in
a process of recovery, assisted by European Structural Funds.

Greece presents a serious inability to resolve these issues, despite the fines imposed
by the European Courts and the money received from European funds which have
been allocated for this purpose. Furthermore, in the indicators for recycling, these
show stagnation from 2006 onwards.

This paper is in accordance with de la Fuente (2002), in that the institutional and
regulatory framework significantly affects the overall impact of Structural Funds,
focusing on three main issues:

1) The lack of a comprehensive strategy for sustainable development which has re-
sulted in major projects having no continuity and a lack of support after the end
of their funding.

2) The delegation of responsibilities among decision-making bodies is not clear, so
that sustainable development and the initiatives that accompany lack dynamism.

3) Greece has not had a clear strategy concerning sub-national autonomy and de-
centralization, so the impact of Structural Funds appears to lack direct social
effects.

Based on the substantive proposal above, reforming the institutional framework in
the direction of decentralization and the empowerment of sub-national authorities
could give an impetus to sustainable development through Structural Funds. Be-
sides, the modern bibliography in terms of sustainable development requires a bot-
tom-up approach (e.g. Nijkamp, 2011; OECD, 2012; Quaas et al., 2007; Salvati and
Zitti, 2008) and regional governments have an essential role to play in planning and
decision-making (Galarraga et al., 2011). The above adds up and can be combined
with the standpoints of Stegarescu (2004) and Bahr (2008), i.e. that decentraliza-
tion could have a positive impact on the effects of Structural Funds. Decentralization

52



will create increased citizen participation in issues of sustainable development. This
citizens’ pressure could lead to stronger cooperation (Klinke, 2011), and as a result
Bohme’s fears (2011) for stakeholders’ cooperation in Europe 2020 may be miti-
gated. Finally, the most important issues relating to sustainable development, such
as climate change and energy efficiency, have a local or regional character in the
Region 2020 report (Commission of the European Communities, 2008b).

Therefore, boosting decentralization and increased responsibilities for regional or

even local authorities’ peripheral government will lead to positive effects from struc-
tural funds in the direction of sustainable development.
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GREECE AND EU STRUCTURAL FUNDS:
WHAT DO THE CHOICES MADE BY GREECE REGARDING
THE ALLOCATION OF STRUCTURAL FUNDS
OVER THE PAST THREE DECADES IMPLY FOR THE
DEVELOPMENTAL MODEL OF THE COUNTRY?

Alexandros Karvounis and Nikos Zaharis

1. Introduction

Greece has been a net recipient of EU structural funds for the past 28 years, start-
ing with the Integrated Mediterranean Programmes (1986-1989) and progress-
ing through four programming periods (1st Community Support Framework - CSF
1989-1993, 2nd CSF 1994-1999, 3rd CSF 2000-2006, 1st National Strategic Ref-
erence Framework —-NSRF 2007-2013). The country is now engaged in intensive
preparations for the design and implementation of its strategy for the 6th consecu-
tive programme: the 2nd NSRF 2014-2020.

The contribution of EU structural funds to the performance of the Greek economy
was always significant in terms of GDP, employment, productivity, investment and
the trade balance. Today, EU structural funding is more critical than ever for Greece.
The economic crisis and the negative business climate have limited the access of
both the State and the private sector to international capital markets. The Europe-
an Structural and Investment Funds (ESIF) are tools for boosting economic growth
without imposing any extra fiscal burden (Sampaniotis, 2011).

However, a quick look at the record shows that Greece has been allocated over €
64 bn in structural funds over the last two decades. Per capita, this is amongst the
highest in the EU, yet the country faces serious competiveness problems (Personn,
2013). There are many reasons why the impact of cohesion policy is lower in Greece
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than expected. Most of them relate to the absence of an integrated domestic region-
al-development planning policy (Psicharis, 2004), this having been replaced by the
cohesion policy and community programmes.

This paper focuses on the planning process of the programmes and examines the
macro-level choices made by consecutive Greek governments throughout this pe-
riod, focusing on investment in three major areas: public infrastructure (with spe-
cial reference to transportation infrastructure); education and human resources,
research and innovation; and support for private investment in the secondary and
tertiary sectors. It attempts to map the investment priorities in these three areas,
analysing their implications for the country’s development pattern and providing
insights into and explanations for the design rationale.

Investment patterns are compared with the EU average and reveal a common trend

between the cohesion countries in terms of directing sources into infrastructure. Mis-
directed EU aid has serious implications for the developmental model of the country.

FIGURE 1 Structural policies payments
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The reforms of the new programming period offer Greece an opportunity to take
advantage of the thematic concentration and planning restrictions and maximize the
potential contribution towards Greece’s attainment of the EUROPE 2020 goals.

2. Structural fund programmes and their results

Greece has been a main beneficiary of the cohesion policy since the very first year
of the country’s accession to the European Union (Figures 1 and 2). However, after
four programming periods of funding, the actual impact of the community sup-
port programmes on the Greek economy and regional development is questionable
(Economou, 1997; Georgiou, 1994; Tsoukalis, 1998: 304). Regional disparities per-
sist and the convergence process seems to have halted (EC, 2014). The economic
crisis made the situation even worse and there is a strong critique of the choices
made by the Greek administration with regard to investment allocation and policy
mix through these periods.

Before investigating these allocation patterns, it is necessary to describe briefly the
four EU structural-fund programming periods for Greece so far.

FIGURE 2 Cohesion policy expenditure, 1981-1989
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1989-1993: First Community-support Framework

The developmental strategy applied in Greece from 1989 to 1993 (1st CSF) was

characterized by two main facts:

a) The wide dispersion of the available funds to small infrastructure projects all
over the country (roads, ports, hospitals, schools, irrigation works, water sup-
ply and drainage systems, waste-water treatment plants, crop restructuring and
improvements in training structures) paints a general picture of the interven-
tions made. Absent from this strategy was the promotion of major infrastructure
projects, a prerequisite for attracting foreign investment, along with a focus on
productivity, quality and sustainable development (G.S.1.D., 2005).

b) The aforementioned period coincided with a significant milestone in the develop-
ment policy of the European Community: the radical reform of structural funds
(1988) made coordination possible among Community structural policies, which
had remained autonomous up to that point. The new regulations required joint
responsibility between national and regional authorities of member states and
the European Community in the programming and implementation stages of
co-funded development actions (G.S.I.D., 2005). However, the recently estab-
lished! regional authority structures did not have the capacity to manage the
funds (Psicharis, 2004).

The “improvement of general infrastructure” was met in almost all the operating
programmes (OPs) as a top priority, as in the case of “support for agriculture and ru-
ral development”. “Improvement of human resources” is not a priority, as in the case
of “technological development” (met in only in four programmes) (Plaskovitis 2006).
Two main problems arose from this strategy. The first is that it has been argued that
investment in physical capital does not contribute more than that in human capital
(Tondl, 2001). Moreover, without an integrated regional-development framework,
the fragmentation of available funds into small infrastructure projects for local com-
munities may have facilitated more rapid absorption of funds, but in the end it did
not increase accessibility. Secondly, human-resources investment was translated
unto useless seminars with extremely limited effectiveness (Psicharis, 2004).

In conclusion, there was a strong emphasis on infrastructure but no strategy for pro-
ductive restructuring to support an economy with significant problems. There was a
huge deficit in institutional capacity and governance structures.

1. The regional authorities were established very recently: in 1986 under law N.1622/86, ‘Local Govern-
ment — Regional Development — Democratic programming’, (Estate Gazette 92/7.A"/14-7-1986).
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1994-1999: Second Community-support Framework

During the programming period from 1994 to 1999, more emphasis was put on
major infrastructure projects of a national character and on connecting Greece to
other countries (28% of the total allocation). Without abandoning the pursuit of bal-
anced development, priority was given to the promotion of economic development
and improvements in competitiveness, and to upgrading the environment and the
establishment of better living conditions in urban areas. The main characteristics of
the period are: the country’s preparation efforts to participate in the economic and
monetary union and the commencement of major infrastructure projects of national
importance, such as highways (PATHE, Egnatia Odos), port improvements, modern-
ization of the Hellenic Railway Network, the Athens metro, energy projects (wind
farms, natural gas), telecommunications infrastructure, hospitals etc. (G.S.I.D.,
2005).

“General infrastructure to improve the quality of life” is again one of the top priori-
ties in all Greek regions. The weakness in implementing big infrastructure projects
and absorbing the amount allocated led to a shift in funds from 28% to 22%. Com-
pared to the previous period, there was far greater emphasis on the promotion of
research and technological development, with environmental issues amongst the
top priorities. Finally, the “improvement of human resources” is found as a separate

FIGURE 3 Cohesion policy expenditure, 1990-1999
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priority in all operating programmes. However, it can be translated as an obligation
to follow the EU rules imposed by the European Social Fund, rather than a genuine
policy intervention (Plaskovitis, 2006: 5).

2000-2006: Third Community-support Framework

The 2000-2006 Community structural-assistance budget allocated to Greece
amounted to a total of € 25 bn, compared with € 19.271 bn in 1994-1999. Thus, the
amount available for this period was 1.1% more per year than in the previous one.
The Greek CSF 2000-2006 aimed to contribute to Greece’s further integration into
the EU and the knowledge-based world economy by promoting structural change,
higher productivity and employment (G.S.I.D., 2005). Despite expectations, the
emphasis was again on transport infrastructure (28%) plus infrastructure related
to health, social care and sewage networks (Plaskovitis 2006, Psicharis 2004). The
“improvement in competiveness” follows, and “human resources” and the “promo-
tion of employment” are also important. For the first time, priority axes with regard
to “quality of life” and “information society” were introduced. The CSF 2000-2006
also included increased efforts in the fields of environment, culture, health and wel-
fare, as well as sustainable regional development. It was financed by € 21.32 bn
from structural funds and some € 3.3 bn from the Cohesion Fund, plus loans and
guarantees from the European Investment Bank and European Investment Fund.

FIGURE 4 Cohesion policy expenditure, 2000-2006
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The major reforms in this period include: a) The European regulatory framework be-
came mandatory (Reg 1260/1999) and the new structural funds regulations formed
a new framework of partnership between Greece and the Commission. A new frame-
work (Law 2860/2000) for the management, implementation and auditing of the com-
munity-support framework was activated (Psicharis, 2004). Consultation and market
orientation of special groups (individuals suffering from long-term unemployment or
belonging to sensitive social groups, immigrants, ex-drug addicts etc.) were included
in the new human-resources policies. According to Plaskovitis (2006: 7), this is the
regional dimension of a new generation of national employment action plans.

The 2007-2013 programming period

The 2007-2013 programming period was a period with serious problems that threat-
ened the effectiveness of the programmes. Firstly, it started with a delay. The Greek
administration’s efforts to complete successfully the 2000-2006 programmes (which
for Greece were extended to the end of 2009) diverted efforts away from the 2007-
2013 programs. The implementation of operational programmes was also handi-
capped by burdensome administrative procedures at all levels (i.e. delegations to
intermediary bodies, certification of intermediaries and approval of projects).

Secondly, the economic crisis, in the middle of the programming period, created

FIGURE 5 Cohesion policy expenditure, 2007-2012
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severe problems for the implementation of the programmes. The Greek government
was unable to co-finance projects due to liquidity problems and the Commission
intervened positively to minimize Greek co-financing rates. As a result, overall im-
plementation of the Greek operational programs accelerated in 2010 and 2011,
and Greece successfully met the quantitative target for absorption provided in the
memorandum of understanding for 2010 (EUR 2 750m) and the ERDF and Cohe-
sion Fund targets for 2011 (EUR 2 600 m for ERDF and CF; EUR 3 350 m for 2011,
all funds included). Today, that programming period has not yet closed. Similar to
the previous programming periods, infrastructure again receives the main bulk of
structural funds. To increase efficiency through decentralization, in 2011, Greece
undertook a large-scale administrative reform, implying transfers of competence to
the newly-elected regional administrations (EC, 2014).

3. Importance of EU structural funds for the Greek economy

The impact of EU funding for the GDP of EU economies is significant, but it is ex-
tremely difficult to estimate with any accuracy. Macroeconomic modelling is the only
way of obtaining a more integrated overview of the impact of cohesion policy on the
EU economies (EC 2014-6CR). There is extensive literature on the evaluation side of
structural funds, especially at the country level. However, assessing the impact of the
funds at a lower spatial level (e.g. the regional one) is even more difficult, and this
part of the literature remains sparse (Psicharis, 2004). To bridge this gap, the Europe-
an Commission developed a spatial equilibrium model, under the name RHOMOLO, to
analyse the impact of cohesion policy at the NUTS II level. (Brandsma A. et al., 2013)

Every three years, the European Commission publishes a report on the effect of
cohesion policy. The latest available one (EC 2014-6CR) makes a model-based?
assessment of the potential impact of structural funds during the previous program-
ming periods of 2000-2006 and 2007-2013 in the member states which benefitted
most from financial support, including Greece (EC 2014-6CR).

Figures 6 and 7 demonstrate the potential impact of cohesion policy on GDP for the
two programming periods, respectively, in the short and in the long run.

2. The model used to carry out this impact assessment is an extension of Quest III that contains a rep-
resentation of the effect of investment on human capital and endogenous technological change, which
makes it particularly suitable for the evaluation of a cohesion-policy type of structural intervention. It also
includes explicit cross-country linkages through bilateral trade relationships to capture spillover effects and
the interaction between EU member states. For a more detailed description of the model, see Varga, J. and
in't Veld, 1., A model-based analysis of the impact of Cohesion Policy expenditure 2000-06: Simulations
with the QUEST III endogenous R&D model, Economic Modelling 28 (2011) 647-663.
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FIGURE 6 Estimated impact of Cohesion Policy 2000-2006 on GDP
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These results show the undisputable impact of cohesion policy on GDP in the mem-
ber states considered. The preliminary results of RHOMOLO also demonstrate a
large impact for regions located in Eastern, Central and Southern Europe. For in-
stance, between 2014 and 2023, GDP is expected to increase by 1.7% annually in
Norte (Portugal) and by 1.5% in Kentriki Makedonia (EC, 2014).

In the Greek context, the majority of academic literature utilises a mainly quantita-
tive analysis of the impact of ERDF (e.g. Halkos and Tzeremes, 2010; Lolos, 2009;
Christofakis and Papadaskalopoulos, 2011) without analyzing the qualitative aspect,
including how priorities at the national level align with the needs of particular re-
gions or territories (Spilanis et al., 2013).

The quantitative-assessment studies fail to explain the reasons why the impact of
cohesion policy is lower in Greece than expected. The share of the impact of the cri-
sis on this low performance is under investigation from both academic researchers
and policymakers. The quantitative-assessment studies also fail to answer whether
the policy mix is correct and what would have happened if the choices made with
regard to investment priorities were different.

4. Allocation patterns and implications for development

In the preceding sections we briefly examined the content of the four previous pro-
gramming periods for Greece from 1989 to 2013. This section attempts to map the
investment priorities under cohesion-policy thematic objectives, analysing their impli-
cations for the country’s development pattern and providing insights and explanations
for the choices made. Firstly it examines the allocation patterns for the 28 member
states to highlight the EU’s footprint, then it analyses Greek investment priorities over
the five programming periods of structural assistance, and finally the reasons for the
design rationale and the implications for the development model of the country.

The latest cohesion report (EC, 2014) reveals the same longitudinal trend for less
and more developed regions in Europe from 1993 until 2013. Investment in infra-
structure has been persistently higher in less developed regions than in others in
the EU-15. The share of funding in less developed regions in the EU-15 allocated
to infrastructure, other than environmental infrastructure, was 36% in the peri-
od 1989-1993, but this fell to 23% in the period 2007-2013. In the other EU-15
regions, the share of investment in (non-environmental) infrastructure rose from
5% in 1989-1994 to 13% in 2007-2013, in part due to increased investment in
renewable energy from 2000 onwards. At the same time, environmental investment
increased from 8% to 14% of total funding.

In contrast to infrastructure, investment in human capital was higher as a share of
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total funding in the more developed regions than in the less developed ones, though
it varied between periods. On the other hand, the business support share rose
slightly from 31% in 1989-1994 to 34% in 2007-2013.

This trend is dominant in the Greek case. Transport, environmental and social infra-
structure are by far the most frequent and generously financed type of intervention
throughout the examined periods (Table 1); this “obsession” with infrastructure sug-
gests two possible explanations. First, the infrastructural gap of the Greek regions
was obviously so huge that twenty years of operational programmes did not reduce
the demands which local planners face to devote the great majority of resources,
again and again, to basic infrastructure (Plaskovitis, 2006: p14). Second, the lack
of a strategic planning culture led to Greece’s dependence on EU aid that focused
solely on increasing the absorption rate, with the effectiveness of investment only a
secondary concern. EU support was thus directed towards politically advantageous
projects, particularly transport, that did not have high added value (Karras, 2012).

So what are the actual causes of directing EU funds solely to infrastructure and
avoiding investing in human resources?

The truth lies somewhere in the middle. Greece followed the EU average and invest-
ed more in infrastructure, like the rest of the cohesion countries of the Mediterrane-
an. According to some estimates, 25 per cent of the EU’s so-called regional funds to
Portugal has been invested in roads, contributing strongly to a ridiculous situation
whereby the country has 60 per cent more kilometers of motorway per inhabitant
than Germany and four times more than Britain (Persson, 2013). Meanwhile, around
one third of EU structural funds in Spain has been invested in infrastructure, while,
as in Portugal, creating infrastructure with less demand.

The phenomenon in Greece was similar. Structural and cohesion funds have pre-
dominately been directed towards investment in physical capital (tangible assets
such as roads, buildings, machinery, ports, airports etc., Karras, 2012). The prob-
lem was intensified by the consistent shifting of priorities and erosion of the initial
planning (Psixaris, 2004). This is especially pertinent in the Greek case, which as
Chardas (2012) explains has a highly centralised governance system with much less
autonomy given to local authorities. Batterbury (2006) considers Greece to be one
of the member states with little experience in planning and evaluating structural
fund actions, ‘where evaluation is being driven by the regulatory obligations of the
Structural Funds (Spilanis et al, 2013).

The core of the problem can be found in the programme design during the plan-
ning phase. The planning process is diverted by political pressures from a variety
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TABLE 13 Evolution of Financial Allocations by Category of Intervention*

IMPs 1st CSF 2nd CSF 3rd CSF 4th CSF 5th CSF
Transport
Infrastructure 13% 28% 26% 31% 25% 22%
Social & Education
Infrastructure 5% 15% 10% 9% 19% 15%
Environment
Infrastructure 6% 20% 8% 9% 14% 18%
Industry
(incentives, services, 33% 4% 11% 8% 5% 9%
infrastructure)
Tourism (incentives,
services, 4% 5% 7% 9% - -
infrastructure)
Agriculture _ _
& fisheries 18% 4% 15% 20%
szf,z?;;%:'r“i' 3% 1% 1% 2% 12% 6%
Human Resources 9% 18% 12% 7% 9% 11%
Other 9% 5% 10% 5% 16% 19%

Source: Plaskovitis 2006, DG REGIO, own elaboration

3. Important notes:

- The first 4 columns of the table (IMPs, 1st-3rd CSF) are from Plaskovitis 2009.

- The next 2 columns (4th-5th CSF) are our own elaboration based on data from DG REGIO.

- The 12% of the R&D allocation of the 4th CSF included allocations to private sector “innovation invest-
ment plans”. The actual “innovative” character of these investments is debatable.

- 5th CSF allocations are calculated without the inclusion of EAFRD (the total allocations is € 19.3 bn of
which € 4.2 bn is EAFRD funds).

- The allocation to categories of intervention for the 5th CSF is clearer than those for the 4th CSF, due to
the use of thematic objectives in the new programming period.

- 5th CSF: Thematic Objective 2 (ICT), Thematic Objective 4 (low-carbon economy) and Thematic Objec-
tive 5 (climate-change adaptation) are all included in the “other” Category of intervention. Clearly, parts
of them could also be calculated within the “"R&D” and “environment infrastructure” categories.

4. This table tries to distribute the allocations among specific thematic objectives which were not the same

during the six periods of programming. It should be treated with caution since there might be hidden over-

laps between corresponding thematic objectives.
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of stakeholders. The usual result was a rather incoherent ‘shopping list’ of projects
which tended to focus more on ‘hard’ infrastructure. The infrastructure projects
were consistently selected because, according to the policy officers (Spilanis et al,
2013): they had a clear output; there was enough technical and managerial exper-
tise to run these projects; local communities consider these projects to be ‘money
properly spent’; there is a strong perception among decision-makers that trans-
port infrastructure and more generally the construction sector can boost economic
growth (Rodriguez-Pose 2002, De la Fuente, 2002).

But, in turn, this was counterproductive in economic terms and had serious impli-
cations for the development model of the country. In theory, structural funds (in
Greece) should aim to remove the determinants for lagging development, such as
the under-investment in public capital stock, low accessibility, the poor quality of
labour force, innovation and low institutional quality (EC 2014-6CR)

In the Greek case, the poor competitiveness of the economy and the lack of innova-
tive companies and skilled labour were viewed as rather low priorities compared to
‘hard infrastructure’ projects and were largely disregarded during the consultation
and planning process in the majority of programmes. This contrasts with the current
planning orthodoxy in the EU (e.g. EU, 2010) and the ‘Europe 2020’ strategy, which
focus on encouraging investment in the R&D and productive sectors as well as the
knowledge economy and higher levels of skills (Spilanis et al, 2013).

5. Future programming period 2014-2020 and its contribution to EU 2020
The new programming period is characterized by ambitious reforms which aim to
increase the effectiveness of the programmes and face the structural rigidities of
the past, as noted previously. For the first time, investment from ESI funding is
concentrated on thematic objectives and targets directly derived from the Europe
2020 strategy. Provisions for thematic concentration for each fund will further en-
able cohesion policy to target resources at key growth factors. Secondly, invest-
ment under ESI funding is more closely linked to economic governance processes.
Thirdly, each programme will have a performance framework allowing it to measure
progress against milestones defined for it. A performance reserve will reward good
performance. Finally, two kinds of conditionalities, ex ante and macroeconomic, will
ensure that the necessary framework conditions for effective use of Union support
are in place and that the wider economic environment does not erode the impact of
EU investment (EC 2014 6thCR).

The application of these reforms is crucial for the success of the next Greek pro-

gramme (2014-2020) and the contribution to restarting the economy. Greece’s al-
location for structural funding (ERDF, ESF, CF) for the period 2014-2020 amounts to
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€ 15.1 bn, compared with € 20.2 bn in the 2007-2013 period (country fiche). The
priorities for Greece are set out in the partnership agreement (PA) approved by the
European Commission on 23 May 2014.°> The approved PA covers all eleven thematic
objectives. Particular focus is put on competitiveness, human resources and active
social inclusion, environment and the completion of infrastructure. Figure 8 shows
the allocation per thematic objective as a percentage of the total. Network infra-
structure is still the thematic objective with the highest allocation of all (22.07%),
but it is significantly reduced compared to the 2007-2013 period (Figure 9). The
administrative capacity of the public administration appears for the first time, but
we doubt if the amount allocated is enough to address the inefficiencies of the pub-
lic sector. Since we stressed earlier the importance of the huge deficiencies of the
Greek administrative system in relation to the effectiveness of the structural funds
programmes, it seems to be rather too optimistic to foresee a great impact from
ESIF without a radical public administration reform supported by it.

FIGURE 8 Greece's Thematic Objectives allocation in bn €

0.0 0.5 1.0 1.5 2.0 2.5 3.0 3.5

*01. Innovation and R&D
02. ICT

03. SMEs support

04. Low-Carbon Economy

05. Climate change adaptation

06. Environment

07. Network infrastructure
08. Employment

09. Social inclusion

10. Education

11. Administrative capacity

* Thematic Objectives 2014/20

|
Source: EC 2014, DG REGIO

5. There are on going negotiations with the GR authorities with regard to the operational programmes.
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The Greek regions will invest relatively more compared to 2007-2013 on ERDF priorities
(R&D and innovation, ICT, SMEs and low carbon) and climate-change adaptation priorities.
In turn, less money will be invested on network and environmental infrastructure and in
ESF priorities in total (employment, social inclusion, education and governance).

FIGURE 9 Greece's Funding priorities 2014-20 vs. 2007-13 in % of total
0% 5% 10% 15% 20% 25% 30% 35%

*Employment, Social inclusion, Education
and Administrative capacity (TOs 8-11)

Network Infrastructure (TO 7)

Climate change adaptation and
Environment (TOs 5-6)

Innovation and R&D, ICT, SMEs support
and Low Carbon Economy (TOs 1-4)

* Thematic Objectives 2014/20 2007/13

Source: EC 2014, DG REGIO

The new programming period of 2014-2020 is important not only for restarting the
economy but also for achieving the EUROPE 2020 targets. Today, Greece is not far off
reaching these targets but there are specific fields were extra effort must be made.
Table 2 shows the national targets and the current level, revealing the distance that
has to be covered. R&D, innovation and renewables are very low compared to national
targets. ESIF’s contribution here is expected to be high. Since public investment is very
low in these fields, the ESIF allocation for this period, due to thematic concentration,
will stimulate these sectors and reduce the gap in the targets. The added value of this
investment will be much higher compared to the investment in transport.
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TABLE 2 Europe 2020 headline targets
- National targets and current (2008, 2009 and 2010) levels

Europe 2020 headline targets National target Level

Employment (2010)

75% of 20-64 year-olds to be employed 70% 64%

R&D and innovation (2009)

3% of the EU’s GDP to be invested in R&D/innovation 2% 0.6%

Climate change / energy (2008)

Greenhouse-gas emissions to be 20% lower than in 2005 -4%

Greenhouse-gas emissions in sectors not covered by ETS 49
to be 10% lower than in 2005 °

20% of energy to come from renewables 20% 8%

Education (2010)

Reduce the school dropout rate to below 10% 9.7% 13.7%

At least 40% of 30-34-year-olds to complete third-level o o
education (or the equivalent) 32% 28.4%

Poverty/ social exclusion (2009)

At least 20 million people to be at less at risk of poverty 0.45% 3.1
or social exclusion (per million inhabitants)

Population at risk of poverty or exclusion (% of pop.) 24% 27.6%
Persons at risk of poverty after social transfers (% of pop.) 19.7%
Severely-materially-deprived persons (% of pop.) 11%
Persons living in households with very low work intensity 6.5%

(% of pop.)

|
Source: DG REGIO, Country fiche
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6. Discussion
In summary, the main characteristics of Community-support financial allocations
throughout the period 1989-2020 are:
¢ A continuous emphasis on “hard” infrastructure which does not significantly diminish as
we progress from the 1st CSF to the 5th CSF, although it could be argued that the most
pressing demands would have been met by the first CSFs: Transport and environmental
infrastructure combined accounts for 48% of the allocations in the 1st CSF, falling to
(at least) 40% in the 5th. This does not take into account actual allocations that can
only be measured after the closure of each CSF and for which no reliable data are yet
available.
e An emphasis on the absorption of funds at the expense of quality, impact and
sustainability (ELIAMEP, 2013). Although this is something to be expected for the initial
CSFs, where the lack of experience and planning/ monitoring capacity was profound,
it did not substantially improve with time. Thus, as an example, when in the 3rd and
4th CSF the authorities were faced with the prospect of budget under-spending, they
authorized a shifting of the budget towards support for SMEs with almost no requirement
for justification or cost-benefit analysis and without any obvious added value for the
economy. In the end, a large number of SMEs that produced non-tradable products
and services were funded though adding no obvious value to the economy.
An initial allocation of infrastructural project funding to small-scale projects with no
obvious long-term planning or strategy behind them (segmentation of allocations)
which resulted in minimizing the impact of investment (Georgiou, 1999; De la
Fuente et al, 1995). This can be attributed both to the inexperience of the central
and regional mechanism as well as to the corporatist and voter-pleasing nature
of the Greek public sector. This initial tendency receded gradually, after the 2nd
and especially the 3rd CSF. The reasons behind this improvement were twofold:
Internal: Planning and monitoring mechanisms were set up and functioning by the
end of the 1990s; political direction as well as the need to prepare for the 2004
Athens Olympic Games prioritised larger projects; regional authorities were better
organised and better able to perform their planning and monitoring functions.
External: Tightening of the structural funds regulations that demanded more effort
in terms of planning, programming and cost-benefit analysis from member states and
their regional authorities
A very inefficient system of “vocational training” that absorbed the lion’s share of ESF
funds, though producing little in return in terms of “retraining” or offering market-related
skills to those entering the jobs market or who were unemployed (ELIAMEP, 2013;
Psicharis, 2004). Although the system (that was initiated in the 2nd CSF) has been
heavily criticized as inefficient and nothing more than a thinly veiled unemployment-
benefits dispenser, no serious attempt to reform it was ever undertaken.
¢ An overall under-representation of investment in education, R&D and innovation in all
CSFs. Allocations to R&D were in the range of 1-2% in each of the 1st, 2nd and 3rd CSF.
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Although the exact percentage is not clear in the 4th CSF, it is similar to that in previous
ones. The increase to 6% in the 5th CSF can be mostly attributed to conditionalities like
the smart-specialization strategy attached to the ESF by the European Commission,
rather than a clear strategy on the part of the central and regional authorities. It is
clear that structural funds allocation was not used by the Greek authorities as a means
to achieve the country’s targets in the Lisbon Strategy, and it remains to be seen how
it will contribute to achieving EUROPE 2020 commitments like the R&D and innovation
target of 2% of GDP, which is arguably the hardest to achieve of the targets set for
Greece (a 333% rise from the 2009 level of 0.6% needs to be achieved by 2020).
Similarly, investment in education has been a secondary priority. To be sure, Greece has
invested in each of these years in new higher-education institutes (7 out of 37 HEIs in
Greece were founded after 1989) as well as establishing new schools and departments
in already existing ones. But this was done without any clear strategy that could link
the needs of the country and its development strategy to the quality and output of
the HEIs. The lack of such a strategy often resulted in the creation of departments
with obscure titles and degrees that would at best be just a specialization rather than
a discipline. Additionally, the country invested a lot in the renewal of its primary and
secondary “hard” infrastructure but too little in renewing its curricula and teaching
methods. As a result, the core characteristics of the primary and secondary education
system have remained intact for the past three decades. The issue of underinvestment
in R&D and innovation resembles the old “chicken-and-egg” problem. Policymakers are
reluctant to pledge resources in a very weak Greek innovation ecosystem (characterized
primarily by an almost non-existent link between industry and academia and very weak
private-sector investment (EC, 2011; Innopolicy TrendChart, 2011), and the innovation
ecosystem will never grow without significant investment. On the other hand, the
underinvestment in education has a lot to do with the need to modernise and reform
the education system (quite a feat in itself, as proven by the several failed attempts
towards modernization during the past two decades). An almost obsolete education
system can only guarantee a very low return on investment, no matter how generous
the allocations may be.

What does all of the above tell us about the choices that national and central authorities
made during the past 25 years of structural-funds financing and what are the implications
for Greece's developmental model? With the benefit of hindsight, it might be argued
that if Greece had selected to invest more heavily in education, R&D and innovation, it
would have better prospects of building a knowledge-based economy that would favour
extroversion and a focus on internationally tradable goods and services, although it might
lack some of today’s really impressive transportation infrastructure. The recent (and
ongoing) financial crisis has revealed the weaknesses of the Greek economic model that
heavily depended on borrowing, consumption, low-added value production and a non-
competitive private sector oriented towards public money rather than a knowledge-based

74



economy and the production of internationally-tradable goods (McKinsey, 2013). Why
then at no point in the past 25 years did Greece not opt to reverse this trend and invest
more in education, R&D and innovation? We believe that more systematic research should
be done to answer this question, including research into decision-making processes,
planning and monitoring mechanisms, as well into the economic and political system
itself. However, we can offer an initial set of explanations which need to be verified by
systematic research. The main reasons are institutional, structural and political:

Institutional: The lack of planning and monitoring experience on the Greek side
when the CSF started has been well recognised and documented. What needs to
be emphasised are two important characteristics of this weakness: First the lack of
experience was more profound at the regional level since the Greek administrative
regions were established just three years before the begging of the 1st programming
period. This had profound implications for the readiness of local authorities vis-a-vis
ownership of the regional operational programmes (ROPs which would in time become
ever more important as part of EU regional policy and a core aspect of structural funds)
and implied a chronic dependency on national authorities. Secondly, the services at
the national level that were first assigned the role of planning and monitoring (the
old Ministry of Planning that later moved through a series of renaming exercises) was
not completely inexperienced; indeed it had quite good experience in implementing
public infrastructural projects. This had serious consequences when the same people
were asked to extend their efforts to investment in “soft infrastructure”, like education,
social programmes and R&D, of which they had no prior experience. This is quite
obvious in the use of the “technical data sheet” which is still used today to officially
describe any structural-funds project: It is clearly elaborated to describe a “hard”
infrastructure project, but it is used for all CSF projects, even research ones. Another
serious institutional aspect was the lack of focus on the impact of interventions, which
had implications for a series of issues: From the focus on absorption rather than
the quality of the results achieved, to the absence of long term target-based policy
coherence of the allocation of funds. It should be noted that even today very little has
been done regarding measuring the impact of various interventions. As an example,
actions supporting SMEs cannot produce indicators other than the level of investment
and the number of new employment positions created.

Structural: These are mainly inherent weaknesses of the national innovation, education
and R&D systems that demanded a systematic reform effort before any investment could
bring the desired results. An obvious example is the great internal (and often violent)
resistance by the country’s universities towards any effort to connect with industry
and the economy. Several reform efforts aiming to modernising the universities failed
(the most recent one, initiated in 2011, is underway but has yet to demonstrate real
results). Similar weaknesses can be found in the innovation ecosystem (Komninos N.
et al, 2008).
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¢ Political: These include a) a political system at the upper (national government) and
lower (local government) levels that was used to secure votes by dispensing money and
which opted for more visible “infrastructure projects” rather than more long-term “soft
infrastructure” ones; b) corruption at all levels that favoured projects that presented
better “cash-back” opportunities; c) a society that was to a great extent corporatist
and “rent-seeking”, and thus less inclined to favour investment that did not promised
an immediate return.

Suggestions for further research:

e Compile a reliable data set of actual allocations after the adjustments that took place
in each of the CSFs and after their closure. These data might indicate the extent of
transfers of funds from education, research, innovation and social budget categories
to “hard-infrastructure” ones.

e Research on the medium- to long-term economic, social and environmental impact
of the main “crown-jewels” transportation infrastructure projects that were funded by
the CSFs.

¢ Research on the institutional development and internal conflicts/ interests of the planning
and monitoring mechanisms of the Greek state at the national and local levels, starting
from the Ministry of Planning and including the role of the Management Organisation
Unit S.A. and all the institutional players involved.

e Research on the impact of the reforms of the cohesion policy on low-performance

member states.

The information and views set out in this publication are those of the author and do not
reflect the official opinion of the European Commission.
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THE GOVERNANCE EFFECTS OF EU COHESION POLICY
IN GREECE; THE HORIZONTAL DIMENSION

George Andreou

1. Introduction

Political scientists usually study the domestic impact of EU cohesion policy with the
aid of the conceptual tools of multilevel governance! and Europeanisation?. In these
approaches, a key question in relation to cohesion policy is whether EU policies,
practices and preferences increase the influence of sub-national and non-state ac-
tors, either by redistributing resources in their favour (rationalist explanation) or
reshaping the preferences of domestic actors (reflectivist explanation). The effect
in both cases is that influence over decision-making and its outcomes become more
diffuse.® Multilevel governance should, however, not be equated with the argument
that the state is in the process of irrevocable decline, or even that state power is
necessarily weakened. Rather, it should be understood as a challenge to the role,
authority and perhaps the nature of the state, but a challenge that, in some circum-
stances at least, can be met* (Bache, 2008: 31).

In developing a multilevel governance approach, Hooghe and Marks (2003) created
a two-fold typology for multilevel governance. Type I multilevel governance de-
scribes system-wide governing arrangements in which the dispersion of authority is
restricted to a limited number of clearly defined, non-overlapping jurisdictions at a
limited number of territorial levels, each of which has responsibility for a plurality of
tasks. On the other hand, type II multilevel governance refers to governing arrange-
ments in which the jurisdiction of authority is task-specific, whereby jurisdictions
operate at numerous territorial levels and may be overlapping. In type I, authority
is relatively stable, but in type II it is more flexible in order to deal with the chang-
ing demands of governance. These types of multilevel governance are not mutually
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exclusive, rather they can and do coexist.

The academic debate on cohesion policy and multilevel governance is usually ex-
hausted in the study of the “triadic dynamic” between regions, nations and EU in-
stitutions. A number of recent studies have, however, produced evidence of a less
orderly and more complex reality both across and within European states. More pre-
cisely, according to Bache (2008: 167; 2010: 121), the effects on type II multilevel
governance are more evident than on type I, with EU cohesion policy triggering a
proliferation of ad hoc and functionally specific governance arrangements at various
territorial levels involving a diverse mix of actors. Bache’s main conclusion is that
future research on the domestic governance effects of EU cohesion policy should put
greater emphasis on a) the interaction between formal (and orderly) and informal
(and disorderly) governance and b) the actual distribution of power.

There is already a significant amount of literature on EU cohesion policy and issues
relating to multilevel governance in Greece. Predictably, the bulk of this literature
focuses on the vertical dimension of multilevel governance, i.e. the relations be-
tween the European Commission, central government and the regions, and local
government.®> On the other hand, it has been demonstrated that the most tangible
EU effect on governance during the implementation of cohesion policy in Greece has

1. The concept of multilevel governance describes the changing relationships between actors located at
different territorial levels across the EU, emphasizing the increasingly blurred distinction between domestic
and international politics. According to its advocates, multilevel governance is prominent at the implemen-
tation stage of cohesion policy. An alternative — though not necessarily competing — explanation of the
impact of cohesion policy on governance is codified by the notion of “flexible gate-keeping”; this concept
stresses the gate-keeping powers of national governments at all stages of policy-making — especially the
implementation stage - and stresses the distinction between multilevel participation in policy-making and
multilevel governance (Bache, 1998: 155).

2. The term ‘Europeanization’ is usually used to describe the processes of constitution, diffusion and insti-
tutionalization of formal and informal rules, procedures, policy paradigms, styles, ‘ways of doing things’
and shared beliefs and norms that are first defined and consolidated in the making of EU decisions and
then incorporated into the logic of domestic discourses, identities, political structures and public policies
(Radaelli, 2000: 3).

3. In both accounts, learning is seen to be a feature of change, but it has a different meaning in each. A
key distinction is between ‘thin’ (or single loop) and ‘thick’ (or double loop) forms of learning. Thin learning
refers to the readjustment of actor strategies to allow them to achieve unchanged goals in a new context
or how to get round an obstacle by using a menu of well-known responses in various ingenious ways. Thick
learning involves the modification of actors’ values and thus a reshaping of their preferences and goals
(Bache, 2008: 5).

4. Indeed, a key criticism of multilevel governance has been its failure to distinguish governance from par-
ticipation; the latter refers to engagement in decision-making, while the former implies that engagement
involves some influence over the outcomes of this process.

5. See, for instance, Ioakimidis (1996), Andrikopoulou and Kafkalas (2004), Getimis and Paraskevopoulos
(2002) and Getimis and Demetropoulou (2004).
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been the establishment and/or proliferation of ‘special’ structures and supporting
mechanisms operating at various territorial levels outside the mainstream public
administration - such as the Managing Authorities of Operational Programmes,
the Management Organization Unit (MOU), semi-independent companies managing
major infrastructure projects and various Development Companies operating at the
subnational level (Andreou, 2006; Andreou, 2010). What is missing, therefore, is
a systematic attempt to explore and assess the role of these type II bodies. The
goal of this paper is to take the first step in this direction, both theoretically and
empirically.

The first task is to select the appropriate analytical approach in order to identify and
categorize the diverse bodies operating within the domestic policy networks of EU
cohesion policy; for this purpose, the concept of policy networks is utilized. The next
step is to determine the range and nature of interactions and interdependencies
between participants in cohesion policy in Greece using a single ‘cohesion policy net-
work’. This model, despite its usefulness, is too crude to capture all the complexities
of the processes involved - or to identify all the important stakeholders; a multiple
network approach is thus advocated.

2. Policy networks and multilevel governance in EU cohesion policy

The concept of policy networks was originally established in studies of public poli-
cymaking in the United States, later developed in Britain, particularly through the
work of Rhodes (1981. 1988, 2006), and first applied to the study of EU cohesion
policy by Bache, George and Rhodes (1996). It is a mid-range or ‘meso-level’ con-
cept, aimed at explanations of particular policy sectors or issues. The policy net-
works concept can be interpreted in at least four ways: i) as a metaphor, covering
any policy which emerges from the interaction of several actors or institutions; ii)
as a reference to personal links between decision-makers; iii) as the links between
public organizations, as well as between public and private bodies that must imple-
ment policy; and iv) as a set of resource-dependent organizations (Rhodes, Bache
and George, 1996: 381-2)., According to the “"Rhodes model”, however, a policy
network is a set of resource-dependent organizations.

In order to explain how linkages develop within policy networks, Rhodes (1981)

used a power-dependence framework containing five propositions:

1. Any organization is dependent upon others for resources;

2. Organizations have to exchange resources to achieve their goals;

3. Decision-making within each organization is constrained by other organizations,
but the dominant coalition enjoys some discretion. The appreciative system of the
dominant coalition dictates which relationships are seen as a problem and which
resources will be sought after;
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4. The dominant coalition employs strategies within known rules of the game to
regulate the process of exchange;

5. Variations in the degree of discretion are a product of the goals and the relative
power potential of interacting organizations. This relative potential is a product
of the resources of each organization, the rules of the game, and the process of
exchange between organizations (Rhodes, 1981, quoted in Rhodes, Bache and
George, 1996: 368).

Resource dependence is central to the Rhodes model. The types of resources that
organizations bring to a policy network to exchange in the process of bargaining
include constitutional-legal, organizational, financial, political and informational re-
sources. These resource dependencies are the key variable in shaping policy out-
comes. Their interdependence is, however, generally asymmetrical and in some cas-
es it is possible to talk of “unilateral leadership” within networks (Bache, 2008: 33).

Policy networks vary along five key dimensions: their constellation of interests,
membership, vertical interdependence, horizontal interdependence and distribution
of resources (Rhodes, 1988: 77-78). Networks can vary along a continuum accord-
ing to the closeness of the relationships within them.® At one end of the continuum
are highly integrated policy communities, characterized by: limited membership;
stable membership over long periods of time; a high level of interaction between
members; shared values between members; some degree of equality in the distribu-
tion of resources; and a relative balance of power and influence between members.
At the other end of the continuum are loosely integrated issue networks, marked by:
large and diffuse membership; frequent shifts in membership; fluctuating frequency
of contact between members; a lack of shared values; marked inequality in the dis-
tribution of resources; marked inequality in power and influence (many participants
may have few resources, little access and no alternatives). Resource exchanges in
a policy community produce interdependence and create a positive sum game, i.e.
everybody wins. In contrast, relationships in an issue network are primarily con-
sultative and produce a zero-sum game, i.e. there are winners and losers (Rhodes,
Bache and George, 1996: 370).

An important assertion of the Rhodes model is that highly interdependent, stable
and relatively closed policy communities are more able to shape policy outcomes
and resist external pressures than are less interdependent, less stable and relatively

6. The obvious implication of using a continuum is that any network can be located at some point along it.
7. Any investigation of the potential for Europeanization effects should, however, be accompanied by the
exploration of other (non-EU) sources of change.
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open issue networks. Policy output is, however, generally not just a function of inter-
nal network characteristics, it is also shaped by changes in the broader political and
economic environment (Rhodes, Bache and George, 1996: 370). As a consequence,
this approach is at its strongest when used in combination with a macro-level theory
of politics or policymaking that seeks to explain broader changes in the environment
in which the network is located.

As a concept, multilevel governance has been criticized for its failure to distinguish
between participation and governance, i.e. between engagement in decision-making
processes and influence over the outcomes of those processes. In terms of linking Eu-
ropeanization to multilevel governance, the key issue is whether EU policies, practices
and preferences increase the influence of subnational and non-state actors, either by
redistributing resources in their favour (rationalist explanation) or reshaping the pref-
erences of domestic actors (reflectivist explanation); the effect in both cases is that
influence over decision-making and its outcomes becomes more diffuse. To assist in
this empirical investigation, the policy-networks approach can be used as a concep-
tual bridge between Europeanization and multilevel governance (Bache, 2008: 162).

Applying a purely rationalist policy-networks approach, the argument postulated
would be that Europeanization that promotes a shift toward multilevel governance
within states would require a redistribution of domestic power resources in favour
of subnational and non-state actors. In the context of EU cohesion policy, in par-
ticular, one has to examine whether cohesion policy has strengthened the different
types of resources of subnational and non-state actors within the domestic arena:
informational, by bringing them into decision-making arenas and giving them access
to knowledge; constitutional-legal, through their status as recognized policy actors
under EU regulations; political, by acknowledgment of their legitimate role in devel-
opment policies and as actors close to the ground (local authorities and community
actors) or through their sectoral expertise and representation (trade unions and non-
governmental organizations); and financial, by giving them access to EU funding. On
top of that, following a more nuanced approach integrating reflectivist arguments
about the role of ideas and policy learning, one has to examine whether cohesion pol-
icy has led to the establishment of more cohesive policy networks bearing the traits of
policy communities; this phenomenon would be an indication of change in the process
of decision-making and in the actors’ conceptions of power’ (Bache, 2008: 162-3).

3. The governance of cohesion policy in Greece, 2000-2013:
a ‘single network’ approach

The origins and composition of the ‘cohesion-policy network’
Since 1988, EU cohesion policy has been organized on the basis of multi-annual
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programming cycles. In very broad terms, each of these cycles contains three dif-
ferent phases: negotiating the financial envelope, creating the legal and institutional
context, and structural programming. The first two stages take place at EU level,
whereas the third stage develops at the national and/or subnational level (Marks,
1996). This policy process can be depicted as a series of embedded games, where-
by the outcome of each game frames the rules of the next game. Thus, actors are
constrained by decisions taken previously but have plenty of room to pursue their
own negotiating strategies (Benz and Eberlein, 1999: 343). In this line of argument,
the sequential nature of the decision-making processes provides ample opportuni-
ty structures to national and subnational actors, who are yet to be conditioned by
domestic institutions (and especially by the distribution of organizational resources
among them). Put differently, the implementation of cohesion policy has simply
been a response to “European” prescriptions, but the outcome of continuous inter-
action between a great number of actors, be they supranational, national and sub-
national institutions or domestic interest groups (Andreou, 2006: 243).

It is important to stress, however, that ‘structural programming’ is a general term
describing a series of distinct (although interrelated) processes, each of which de-
velops in a different time frame, involves a different set of organizations, follows a
different logic and conforms to different rules. More precisely,

¢ At the programming stage, each Member State produces a draft Community Stra-
tegic Framework (CSF) (2000-2006) or National Strategic Reference Framework
(NSRF) (2007-2013). In addition, Member States present draft Operational Pro-
grammes (OPs) which cover entire Member States and or regions. There will also
be cooperation programmes involving more than one country. These documents
are then finalized through a process of consultation between the national govern-
ment and the Commission. Then, the Commission negotiates with the national
authorities on the final content of the Partnership Agreement, as well as each pro-
gramme. This process should comply with the partnership principle: subnational,
social and civil society organizations are encouraged to participate actively.

At the implementation stage, OPs are implemented by the Member States and
their regions. This means selecting, managing, monitoring and evaluating hun-
dreds of thousands of projects. For each OP, a ‘Managing Authority’ is in charge
of project selection and management; monitoring is undertaken by a ‘Monitoring
Committee’ (organized and operating in conformity with the partnership principle).
Besides, payments, control and evaluation are distinct processes entrusted to spe-
cific actors and follow specific rules.

Following the policy-networks approach, there has been an attempt to conceptualize
the governance architecture of cohesion policy in Greece as a single network (Figs
1 and 2).
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At the hub of this network lies the General Secretariat for Investment and Devel-
opment of the Ministry of Development [previously in the Ministry of Economy and
Finance (MEF)]. This is the organization that has been in charge of the implementa-
tion of cohesion policy in Greece ever since the first Community Support Framework
and the organization which dominates the core policy network of cohesion policy.
Most of the other members of this core network were created either at the end of the
1994-1999 period or at the beginning of the 2000-2006 period. In the former case,
change occurred because the European Commission obliged the Greek authorities to
establish a host of supporting task-specific institutions in order to improve the man-
agement and monitoring of programmes and projects co-financed by the EU.8 In the
latter case, the 1999 reform of cohesion policy obliged national authorities to set up
efficient and accountable management, monitoring, control and evaluation systems
that would meet with the approval of the European Commission. In the ensuing ne-
gotiations between the Greek government and the Commission, it was agreed that
each Operational Programme would henceforth be managed by a “special service”
falling under the authority of the responsible ministry or region.® On the other hand,
the installation of new Managing Authorities, as well as the establishment of new
management, payment, monitoring, auditing and evaluation systems were closely
supervised (and approved) by the Commission (Andreou, 2006: 251-2).

In December 2000, the Greek government passed legislation (L. 2860/00) estab-
lishing the institutional framework for 2000-2006. The General Secretariat for In-
vestments and Development was upgraded in terms of personnel and infrastructure
in order to carry out its many missions that included the co-ordination and supervi-
sion of activities of the managing authorities of the various OPs, general accounta-
bility to the Commission, control of the additionality principle, management of the
Integrated Information System, co-operation with the payment authority (an au-
tonomous service also situated in the Ministry of Economy and Finance), evaluation

8. These were the Management Organisation Unit (MOU) which is a semi-independent body operating
under private law that was responsible for the supply of advice, administrative tools and know-how to the
monitoring authorities and implementation agencies, a specialized agency to attract private investment
(ELKE), the Joint Steering Committee for public Works (MEK) and an Expert Agent for the Sampled Quality
Control of Infrastructure Projects (ESPEL) Moreover, a number of semi-independent companies were set
up for the management of large infrastructure projects according to the Public Private Partnership (PPP)
model. As a consequence, although the official management and monitoring structures were not altered,
the quality of policymaking was indeed improved, though implementation effectiveness varied greatly
across individual OPs (Ioannou, 2001: 258-269).

9. During the negotiations for the 2000-2006 Community Support Framework, the Commission promoted
the idea of a management system that would be immune from all outside interference, while the Greek
government insisted that the new management bodies should be incorporated into the body of public ad-
ministration. In the end, the Greek government’s view prevailed.
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of the CSF, allocation of the performance reserve and the planning reserve, mod-
ernisation of the public works system and management of the Cohesion Fund. Each
OP was managed by a Managing Authority (MA) belonging to a relevant ministry or
region. All MAs were organized in an identical manner, their personnel being either
reposted civil servants or new recruits. The supporting institutions set up in the
previous programming period were retained and placed in the service of the MAs.
Policy monitoring was undertaken by a monitoring committee for the CSF as a whole
(under the MEF), assisted by the monitoring committees in charge of each of the 12
National Operational Programmes (NOPs) and 13 Regional Operational Programmes
(ROPs). These monitoring committees were made up of national administrators (for
the NOPs) or regional and prefecture officials (for the ROPs), Commission officials,
a representative of the MNE and representatives of relevant social partners (Fig. 1).

For the 2007-2013 period, the EU aligned the governance architecture of its co-
hesion policy with the Lisbon strategy. This “Lisbonization” of cohesion policy in-
volved three technical innovations: the joint definition of EU goals for the policy and
adoption of national strategies to guide implementation; an earmarking instrument
to encourage the allocation of expenditure to Lisbon-related interventions; and a
mechanism for strategic reporting to the Council of Ministers to promote account-
ability and high-level debate about effectiveness. From a national perspective, the
most significant innovation was the substitution of Community Strategic Frame-
works (CSFs) - which were the central programming documents in the three previ-
ous programming periods — by National Strategic Reference Frameworks (NSRFs).
Resembling the national-action plans under the European Employment Strategy,
the aim of the NSRFs was to provide a national framework for steering programmes
towards Lisbon objectives (Mendez, 2011).

The 2007-2013 network is not radically different from the previous one (Fig. 2).
Yet, contrary to the government’s assertions, the changes introduced point towards
more centralization and more complex decision-making procedures, while there is
also a greater diffusion of responsibility. To begin with, the division of labour be-
tween NOPs and ROPs has changed: all ROPs were coordinated by a single Managing
Authority under MEF. This new body would delegate management competences to
the 13 ‘old’ Regional Managing Authorities - now renamed ‘Intermediate Managing
Authorities’ (IMAs) - and to the National ‘Managing Authorities’ covering European
Regional Development Fund (ERDF) interventions. Moreover, the range of interven-
tions under the ROPs shrank: in effect, they mostly included infrastructure projects
under the ERDF. Besides, some line ministries that ‘lost’ control of individual Ops set
up their own ‘Intermediate Managing Authorities’, as well as several ‘Coordination
Authorities’, the task of the latter being to coordinate the activities of the ROPs in
their policy field; henceforth, the regional ‘intermediate managing authorities’ were
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obliged to acquire the consent of these coordinating bodies before approving the
inclusion of concrete actions in the ROPs. These complex arrangements significantly
increased the bureaucratic load of policy implementation,® making the timely ab-
sorption of EU funds - let alone efficient implementation of the Ops - all but impos-
sible (Andreou and Lykos, 2011; Andreou and Papadakis, 2012).

The impact of the ‘cohesion policy network’ on multilevel governance

As the above discussion has illustrated, EU cohesion policy has had a significant
impact on the development of horizontal governance in Greece. Since the second
CSF, the central government has favoured the expansion of task-specific governing
bodies operating at numerous territorial levels. In other words, it can be argued
that Europeanization pressures were ‘accommodated’ (Borzel and Risse, 2000: 10)
through ‘layering’. On the one hand, the core of pre-existing processes, policies and
institutions remained unmodified. On the other hand, new layers of institutions were
added to the system and ‘sold’ as refinements of or corrections to existing institu-
tions (Streeck and Thelen, 2005: 23).

In terms of the vertical dimension of multilevel governance, it must be stressed that
the existence and operation of the cohesion-policy network does not have a direct
impact on power relations within the Greek state. The first thing to note is that it
is a centralized and hierarchical network led by the General Secretariat for Invest-
ments and Development of the Ministry of Development - which is clearly the most
important and powerful actor. Another feature worth mentioning is that the most
powerful line ministries — namely the Ministry of Public Works, the Ministry of Labour
and the Ministry of Agriculture — have achieved a significant degree of autonomy
(and a large share of the available funds). Finally, the continuing weakness of the
Greek regions is striking.!

In contrast, when it comes to the horizontal dimension of multi-level governance,
it is evident that the cohesion policy network has generated a number of significant
changes. In essence, the very existence of this network represents an important
challenge for the “traditions” of Greek public administration, i.e. poor or inexistent
co-ordination, excessive legalism and hierarchical control, turf-fighting, a lack of
high quality technical personnel, the inefficient use, and often lack, of resources,

10. It has been estimated that, overall, management of the OPs for the 2007-2014 NSRF was entrusted
to 106 different services employing 3,763 persons.

11. The regions were further weakened between 2007 and 2013 because a) they ceased to plan and ad-
minister individual OPs and b) their ‘managing authorities” were officially placed under the leadership of
the Ministry of Development.
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clientelism and non-meritocratic norms, party infiltration and lack of permanency
for senior positions (Featherstone and Papadimitriou, 2008: 41-45). Indeed, the
network created in 2001 was founded on a different logic to the previous system
- which could not satisfy the principles and standards of cohesion policy, focus-
ing instead on maximizing absorption. Subsequently, there has been evidence of
a top-down process of change driven by both strategic calculations and, progres-
sively, substantive learning.? The ‘EU logic’, placing emphasis on integrated plan-
ning, consistent and rigorous management and monitoring, has been accepted by
actors across the board. Having thus ‘internalized’ the principles of sound planning
and management, the most important players (ministries and regions) have started
“speaking the same language”.

That said, the transformative impact of the cohesion network should not be over-
estimated. First, the Managing Authorities and other special agencies, although re-
taining some degree of autonomy from the mainstream administration and the po-
litical system, are far from immune from political tutelage. Second, the new regional
‘managing authorities’ are not integrated into the regional administration and are
not perceived as representatives of regional and local interests. Third, the perfor-
mance of non-state partners in the monitoring committees of all OPs has clearly
been disappointing: only a fraction of the said participants have been able to take
an active part in deliberations.*® Fourth, despite their participation in programing
and monitoring, local government (prefectures and, until the Kallikratis reform, mu-
nicipalities) has remained a policy consumer rather than a policymaker.** Finally,
the performance of the more specialized institutions operating under different legal
guises (mostly Sociétés Anonymes controlled by the ministries, the regions and/
or local government) has been very uneven, local development companies usually
being the worst performers (Andreou, 2010).

12. In the first place, Greece had to comply with the new regulations and show some responsiveness
to Commission criticisms; otherwise, the inflow of EU funds would have been jeopardized. On the other
hand, the accumulation of experience militated for reform and some degree of adjustment to EU norms.
Once the new institutions were established, a dynamic of learning became evident and policy performance
gradually improved.

13. It must be noted, however, that employer organizations are more active and influential than labour
unions. This phenomenon could be attributed to the greater financial, institutional and organizational re-
sources that business interests possess, and also to the fact that direct support to business is a significant
component of cohesion policy. As a result, employer organizations are important players in the field of
state aid.

14. Although they lack the administrative, political, financial and informational resources to shape pro-
grammes significantly, they possess enough influence to place themselves on the list of final beneficiaries
of a wide range of projects (mainly in the framework of the ROPs). At the same time, they are vulnerable
to clientelism and populism; as a result, they often have projects approved though lacking the necessary
resources and capacity for management and monitoring.
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FIGURE 1 The Greek cohesion policy network, 2000-2006
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FIGURE 2 The Greek cohesion policy network, 2007 - 2013
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4. Towards a multiple-network approach

The concept of a single cohesion policy network is certainly useful for identifying the
main actors of cohesion policy in Greece and discovering the main relationships be-
tween them. It is argued here, however, that the ‘single-network approach’ suffers
from limitations arising from the compound nature of structural programing itself
and the multiplicity and complexity of the linkages between cohesion policy and a
host of other public policies. As a result, this approach is not helpful for defining with
accuracy a) network members b) the actual resource dependencies between them,
¢) the relative influence of participants in shaping policy outcomes and d) the impact
of cohesion policy on power relations and ideas.

As has already been demonstrated, there are marked differences between the pro-
gramming and implementation stages. During programming, the most powerful ac-
tors are the national government, i.e. the General Secretariat for Investment and
Development and its political superiors, and the European Commission, i.e. DG Re-
gional Policy in cooperation with DG Employment and, occasionally, other DGs (such
as Agriculture, Competition and Research). Indeed, the General Secretariat for In-
vestment and Development and DG Regional Policy are, respectively, the represent-
atives and gatekeepers of the supranational and national levels of decision-making.
Yet we should also bear in mind that the programming of each individual OP is a
distinct policy process that is framed by the national programming process.

At the implementation stage, though, policymaking shifts at the level of each indi-
vidual OP: in essence, each of these OPs constitutes a distinct policy network, led
by the competent Managing Authority and Monitoring Committee and involving a
multitude of other actors. It is also noteworthy that, for the National OPs, there
are different rules, principles and procedures for the selection and participation of
members (for substantive and political reasons); for instance, very different state
and non-state actors participate in the policy network of the OP for ‘Competitive-
ness and Entrepreneurship’ compared to those participating in the OP for ‘Education
and Lifelong Learning’. Besides, even in the case of Regional OPs (where there are
common selection and participation rules), inter-regional variation must be taken
into account. The implementation process of the OPs is framed by common rules
and procedures and supervised by specific coordination bodies; on top of that, the
programming and managing autonomy of each OP is seriously constrained because
of various programming conditionalities whose number has increased in each pro-
gramming period.

An important dimension of cohesion policy implementation, understood from a gov-

ernance perspective, concerns the role of beneficiaries. According to the MOU, in
2011 there were 2,925 beneficiaries involved in the implementation of the 2007-
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2014 NSFR (MOU, 2011). This is obviously a very heterogeneous group, includ-
ing municipalities, municipal enterprises, regions, ministry agencies, universities,
technology-education institutes and public organizations, as well as private compa-
nies. It appears, however, that the bigger beneficiaries are public organizations and
regions, the only exceptions being the special PPPs set up for the construction of
major infrastructure work (Ministry of Development, 211: 13-15). It is thus crucial
a) to identify and *‘map’ the organizations that have taken the lion’s share of avail-
able funds and b) to explore the relationships between these organizations and the
members of the networks formed around each individual OP.

Lastly, research on the governance of cohesion policy has neglected to study the
functional and political linkages between cohesion policy itself and the public poli-
cies it is supposed to support. From a public-policy perspective, cohesion policy is
not an autonomous public policy. In theory at least, the CSFs/ NSRFs/ Partnership
Agreements and the OPs under them are instruments serving ‘real’ public policies
that have a specific sectoral and/or territorial dimension. Moreover, since 1999,
the EU has been consistently attempting to increase the interdependence between
cohesion policy and the said public policies through promotion of the ‘strategic di-
mension’ (or ‘Lisbonization’) of cohesion policy. This tendency is very marked in
the new programming period (2014-2020), with the establishment of thematic and
horizontal priorities, as well as detailed ‘ex-ante’ and ‘ex-post’ conditionalities in the
2013 Regulations of the European Structural and Investment Funds that do indeed
represent a willingness to place cohesion policy at the service of the Europe 2020
Strategy (and at the service of the policy priorities and goals it represents). In this
line of argument, then, it is at least essential to study the linkages between the
cohesion-policy networks and te networks that have been set up for the implemen-
tation of Europe 2020 priorities at the national level.

To sum up, applying a policy-networks approach to the study of cohesion policy in
Greece is a very complex and demanding task. The ‘single-network approach’ that

27 They are as follows: 1) strengthening research, technological development and innovation; 2) enhanc-
ing access to, and the use and quality of, ICT; 3) enhancing the competitiveness of SMEs; 4) supporting the
shift towards a low-carbon economy; 5) promoting climate-change adaptation, risk prevention and man-
agement; 6) preserving and protecting the environment and promoting resource efficiency; 7) promoting
sustainable transport and removing bottlenecks in key network infrastructures; 8) promoting sustainable
and quality employment and supporting labour mobility; 9) promoting social inclusion, combating poverty
and any form of discrimination; 10) investing in education, training and vocational training for skills and
lifelong learning; 11) enhancing the institutional capacity of public authorities and stakeholders and effi-
cient public administration.

28 The prevalence of agency over structure tends to be a permanent feature of the Greek politico-admin-
istrative system (Spanou, 2004).
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has been applied so far is inadequate for capturing and ‘mapping’ the complexities
and externalities of related policy processes. What is required therefore is a ‘mul-
tiple-network model’. The starting point would be to construct two distinct ‘core
networks’, one for the programming phase and one for the implementation phase.
The next step would be to design one sub-network for each of the National and
Regional OPs. In this context, it is essential to single out the main beneficiaries and
study their links with network members. Finally, it will be necessary to explore the
interactions between each sub-network and the policies placed under ‘Europe 2020’
and organized around the 11 Thematic Objectives contained in all programming
documents.?’” This is certainly a very ambitious research design; it is, however, a
method that will allow us to discover and categorize the main resource exchanges
between participants in cohesion policy in a systematic way. It will be thus possible
to conduct a more detailed and substantiated assessment of the contribution of this
policy regime to its declared policy goals, as well as to multilevel governance.

5. Conclusion

Cohesion policy has generated an asymmetrical and uncertain process of change in
Greece. Following the reforms introduced during the second CSF, the establishment
of a semi-autonomous ‘parallel administration’ in 2000-2001 generated top-down
processes of substantive learning and led to the proliferation of new practices and
policy improvements. These effects are evident in the realm of management and
implementation. This is not, however, the whole story. It has been argued that the
overall picture is one of an emerging archipelago of ‘islands of Europeanization’
within a sea of traditional institutions and practices (Andreou, 2010). The use of a
‘single-network model’ has indeed made it possible to detect the differential impact
of cohesion policy on type I and type II multilevel governance and to expose both
the main policy dynamics and their limitations. A more nuanced and detailed ap-
proach is, however, necessary to enrich our understanding of the role and impact
of the distinct policy networks operating during programming and implementation.
First and foremost, a more rigorous application of the policy-networks concept is
necessary in order fully to exploit the potential of the Rhodes model by arranging
the networks under study along a continuum from issue networks to policy commu-
nities. On top of that, combining a macro-level analysis with a meso-level analysis is
vital to capture the informal links that must surely develop within and between these
networks.?® To follow the geographical metaphor, if we wish to navigate through the
archipelago of cohesion policy networks, we need to develop more accurate maps.
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TAKING STOCK OF AGENT-PRINCIPAL
CHALLENGES IN EU STRUCTURAL PROGRAMMES:
THE CASE OF THE ‘EXTENDED UNIVERSITY
PROGRAMMES’ (PSE) IN GREECE (1997-2006)

Maria Mendrinou and Nikolaos Tzifakis

1. Introduction

The gradual broadening of the EU cohesion’s scope in hew policy areas has increased
the complexity of policy-making at the national level. In this context, the paper
seeks to contribute to the enrichment of the analytical tools employed for the study
of the implementation of EU structural and cohesion funds. In particular, it aims
to improve our understanding of EU cohesion policy through the utilization of the
principal-agent model. Our paper focuses on the sub-state part of the EU cohesion
policy’s contract chain and, more specifically, on a single case study: the ‘Extended
University Programmes’ (Programmata Spoudon Epilogis, PSE), that were organized
to support lifelong higher education in Greece. The case selected fulfils a number of
aims. First of all, it concerns a policy area that is acknowledged for its domestic sa-
lience. Emerging issues in educational policy often display a high degree of contro-
versiality and appear contentious to the general public. Moreover, education policy
is governed by multiple stakeholders that constitutionally enjoy wide margins of au-
tonomy and discretion. In addition, it is a policy domain under national responsibility
that has been increasingly influenced by policy areas belonging to the central core
of EU competences, such as the internal market. Education was introduced into EU
cohesion policy objectives at a later stage and has had a legal framework not akin to
the predominant policy areas of the EU structural and cohesion funds. Last, but not
least, the main difficulties and strains that were experienced in those programmes’
implementation were not mainly related to fraudulent or penal behaviour.

The paper is organized in the following way. The first section presents the dominant
analytical device, the multi-level governance model, that has been applied so far for
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the study of EU cohesion policy. The paper sketches out the model’s main strengths
and deficiencies and argues for a need for its further refinement. The second sec-
tion elaborates on the principal-agent model and briefly analyses the main findings
from its sporadic employment in the study of cohesion policy. The third section
turns to the case study suggested to test the utility of the principal-agent model
for approaching the main aspects of EU cohesion policy: the ‘Extended University
Programmes’ (PSE) in Greece. The paper concludes with some findings on both the
case study per se, and the prospective application of the principal-agent model to
the area of EU structural policy.

2. The multilevel governance model

The 1988 reform of EU structural policy triggered a debate in the field of EU studies
that culminated in the articulation of the multilevel governance model. The focal points
in the debate (led by Gary Marks and Liesbet Hooghe) were the strengthening of the
Commission’s role in cohesion policy and, more importantly, the introduction of the
partnership principle. The latter previewed the establishment of ‘close consultations’
between the Commission, the member states concerned and the respective compe-
tent national, regional or local authorities in those states for the preparation, imple-
mentation and assessment of programmes (Council Regulation 2052/88, 12). Gary
Marks observed that these reforms raised important questions about ‘the distribution
of authority and decision-making power across the Community, member states, and
regional governments’ (1992: 192). In addition, the unmediated interaction between
the Commission and the regional institutions was perceived to have increased EU su-
pranational authority over regional policy, thus challenging the monopoly of state-lev-
el institutions over intergovernmental relations (Marks, 1992: 221).

The Maastricht Treaty advanced further the scope of these reforms, indicative of
which were the founding of the Committee of the Regions, and the multiplication
of the channels of direct interaction and influence between EU and regional insti-
tutions as well as between sub-state institutions of different EU members (Hooghe
and Marks, 1996). In this respect, the reforms to regional policy were portrayed
as setting off a ‘centrifugal process’ in which decision-making authorities devolved
from the national level to both EU institutions upwards and regional institutions
downwards (Marks, 1993: 402; Hooghe and Marks, 1996: 91). Thus, Gary Marks
observed the emergence of multilevel governance, i.e. ‘a system of continuous ne-
gotiation among nested governments at several territorial tiers — supranational, na-
tional, regional, and local - as the result of a broad process of institutional creation
and decisional reallocation’ (1993: 392).

The model’s central tenet that concerns the diminution of the role of state-level in-
stitutions in cohesion policy has generated some debate. Several analysts have as-
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serted that multilevel governance underestimated the gate-keeping role of member
states over cohesion policy, whereas others observed the gradual renationalization
of this field of policy over successive programme periods (see inter alia Allen, 2005;
Bache, 1999; Pollack, 1995). John Bachtler and Carlos Mendez took the middle
ground and claimed that the empowerment of supranational institutions and sub-
state actors had not taken place at the expense of state-level institutions, and thus
jurisdiction and authority in EU cohesion policy should not be regarded through the
prism of a ‘zero-sum game’ (2007: 557). In other words, as Simona Piattoni put it,
the improvement in the policy-making capabilities of EU and sub-state actors would
not bring about ‘a redefinition of the institutional or even constitutional set-up of the
member-states’ (2010: 128).

To be fair, the architects of the multilevel governance model soon clarified that they
did not deny the preeminent role of state-level institutions in EU politics (see Marks,
Hooghe and Blank, 1996: 346; Hooghe and Marks, 2001: 3). They instead argued
that central governments have been increasingly sharing decision-making compe-
tencies with both supranational and sub-state institutions. They also put forward
the idea that different political arenas (i.e. European, national and regional/ local
arenas) were so interconnected within the EU that traditional distinctions between
domestic and international politics were becoming irrelevant (Marks, Hooghe and
Blank, 1996: 346-7; Hooghe and Marks, 2001: 3-4).

Gary Marks and Liesbet Hooghe have indeed aspired to present much more than
merely an explanation of the operation of cohesion policy. Through their conceptu-
al framework, they sought to offer an account of EU decision-making (Bache and
Flinders, 2004: 2) and an alternative view of EU integration that revolves around
the idea of the emergence of a ‘multilevel polity’ (Hooghe and Marks, 1996: 74).
In this regard, the multilevel governance model represented an attempt to offer a
breakthrough in the traditional debate of EU studies about intergovernmentalism
and supranationalism.

The multilevel governance model contributed to the comprehension of the complex-
ity of decision-making and policy implementation in the field of cohesion policy. It
also highlighted the ‘spatial distinctions’ and ‘geographical separations’ among a
series of interconnected actors, and thus it brought into evidence the dispersion of
political authority (Stephenson, 2013: 817, 820). The model’s influence has indeed
radiated into the world of policy-making as it has been demonstrated by the decision
of the Committee of the Regions to set up a series of ‘ateliers’ on multilevel govern-
ance (Committee of the Regions, n.d.; Stephenson, 2013: 822).

Notwithstanding its descriptive strengths, the model also has serious analytical de-
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ficiencies and limitations. First of all, owing to its preoccupation with the vertical
interaction between public authorities located at different levels of government, the
model fails to account for the role and influence of non-governmental actors (Fa-
ludi, 2012: 200-204). Furthermore, its underlying ‘territorialism’ and ‘Russian doll’
approach to governance denote a neglect of the formation of networks along ad-
ministrative boundaries (Faludi, 2012: 204-207). More importantly, the model does
not bring to light any causality, nor does it have any predictive power (Stephenson,
2013: 818). To the extent that it does not explain the relative leverage of each level
of public authority, the model gives the impression that it considers ‘involvement’ as
equivalent to ‘governance’ (Blom-Hansen, 2005: 628). The next section attempts to
apply the principal-agent model to the corpus of knowledge of the multilevel gov-
ernance model, aiming to remedy many of the aforementioned analytical problems.

3. The principal-agent model

The principal-agent model was developed in the field of organizational economics
to analyze intra-firm relations. However, owing to its far-reaching analytical poten-
tial, it was soon utilized to explicate all kinds of contractual relations, that is to say,
any relationship in which ‘one party, the principal, considers entering into a con-
tractual agreement with another, the agent, in the expectation that the agent will
subsequently choose actions that produce outcomes desired by the principal’ (Moe,
1984: 756). Typical examples include employer-employee or client-service provider
relationships. A principal may resort to the solution of contracting out to an agent
for a variety of reasons, such as cost efficiency considerations, lack of necessary
expertise and so forth (Kassim and Menon, 2003: 123-124).

The model’s main contribution lies in its ability to explain the two most common
problems that principals may encounter in this type of relationships. The first is
adverse selection: a principal cannot know with certitude the genuine preferences
(and capabilities) of candidate agents whose opportunity costs are definitely lower
than the compensation offered. The second is moral hazard: a contracted agent
may eventually not advance the principal’s interests with the utmost efficiency. Both
of these problems are related, on the one hand, to the misalignment of interests
between the principal and the agent, and, on the other, to the disadvantageous posi-
tion of the principal vis-a-vis the agent in terms of knowledge and information about
the agent’s true preferences and actions (the so-called ‘information asymmetry’).

The model, apart from its ability to diagnose the cause of inefficiencies in con-
tracted actions, is able to prescribe solutions to the adverse selection/moral hazard
problems. In a nutshell, principals are prompted to decide carefully with regard to
the following considerations: which types of actions/services may be contracted
out; how agents are selected; how the contract agreement can shape the agent’s
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incentive structure (and deter agent shirking); and last but not least, how contract
monitoring can be efficient (Moe, 1984: 759; Blom-Hansen, 2005: 629).

The model has also gained some currency in the study of relationships that do not
have a purely economic transactional component per se. For instance, Terry Moe
observed the formation of a chain of principal-agent relationships in democracies,
starting from the citizens, the ultimate principals, going next to elected politicians,
who have the dual role of being simultaneously the people’s agents and the prin-
cipals of state bureaucracy, and so forth all the way down to the agents delivering
services directly to the citizens (1984: 761-766). Similarly, in the field of develop-
ment studies, several analysts have remarked on the existence of a long chain of
principals and agents commencing from the taxpayers in donor countries and ending
with the beneficiaries in aid-recipient countries (Bartlett, 2013: 334; Araral, 2009:
854-856). Interestingly, neither principals nor agents are necessarily single unitary
actors. For instance, interest groups and state agencies may compete with elect-
ed politicians to exert influence on the work of bureaucracy (Waterman and Meier,
1998: 179). And different agents within state agencies may compete at the stage
of policy implementation (Waterman and Meier, 1998: 181). Therefore, the longer
and more complicated the chain of principals and agents, the greater will be the
possibility that interests might be misaligned at some intermediate points of princi-
pal-agent interaction, rendering highly improbable the efficient accomplishment of
the ultimate principals’ original objective(s) (Bartlett, 2013: 346).

The principal-agent model represents a valuable addition to the multilevel gov-
ernance model. It builds on the latter’s main premise about the fragmentation of
decision-making and policy implementation across different levels, while it simul-
taneously moves forward the debate to explicate the distribution of power and con-
figuration of interests among all the actors involved. Moreover, the principal-agent
model adds flexibility to the multilevel governance analytical framework by gen-
erating the space necessary for the study of the role in policy making of multiple
non-governmental actors ranging from private corporations and pressure groups to
individuals. As a result, the principal-agent model is appropriate to analyze complex
inter-institutional arrangements and exchanges, such as those pertaining to the op-
eration of the European Union (Kassim and Menon, 2003: 125).

Over recent years, one might have noticed a steady growth in the EU studies lit-
erature that has employed the principal-agent model to account for the operation
of different European organs, such as the European Commission (Pollack, 1997),
the European Central Bank (Elgie, 2002), the European Environment Agency (Zito,
2009) and the European External Action Service (Hendkl, 2014). The model has
also been applied to the study of different EU policy areas, such as foreign economic
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policy (Dir and Elsig, 2011), employment policy (de la Porte, 2011), foreign devel-
opment assistance (Bartlett, 2013) and migration policy (Menz, 2014). Nonetheless,
the principal-agent model has not dominated analyses of EU cohesion policy where
the crux of the matter is the study of contractual relations. Strangely, there are very
few theoretical or empirical applications from a principal-agent perspective. Yet,
most of these studies have yielded some very interesting findings.

In particular, Jens Blom-Hansen (2005) used the model to investigate the European
Commission’s ability to control member states in the field of EU cohesion policy. The
analyst demonstrated that the Commission cannot remedy the adverse selection
problem since member states are by definition its agents (Blom-Hansen, 2005:
630). Furthermore, the Commission does not have sufficient powers to prevent the
appearance of the moral hazard problem either. Under EU cohesion policy, member
states have a very broad mandate consisting of non-binding and hard to verify prin-
ciples, such as additionality and innovation (Blom-Hansen, 2005: 631-633). More
importantly, whereas the EU has set up several monitoring mechanisms (such as
national monitoring committees, ex-ante, mid-term and ex-post evaluations and re-
ports, and investigations by the European Court of Auditors), the European Commis-
sion is in a weak position to sanction non-criminal agent drift (Blom-Hansen, 2005:
634-637). Likewise, Michael Bauer has highlighted the dual role of the Commission
in the area of cohesion policy, being simultaneously the agent of the Council, the
European Court of Auditors and the European Parliament, and also the principal/
supervisor of member-state policy implementation (2006: 723-731).

The study by John Bachtler and Martin Ferry (2013) assessed the impact of the
quantitative conditionalities that were introduced in the 2000-2006 and 2007-2013
programming periods with the aim of improving member-state compliance with co-
hesion policy goals. The two analysts found that the Commission’s attempt to mould
the incentive structure of member states had had mixed results. EU members had
complied very well with the ‘decommitment rule’ (previewing that payments for
projects should be completed within two years of the year of commitment), and
thus the absorption of structural funds improved spectacularly (Bachtler and Ferry,
2013: 5-7). However, many EU countries have applied the ‘performance reserve’,
which stipulates the reallocation of funds within member states from underperform-
ing programmes to the most successful ones, inconsistently. Moreover, some EU
members have managed to add flexibility to the implementation of the ‘earmarking
principle’ introduced in the 2007-2013 period with the intention of increasing the
share of funds directed to the stimulation of growth and employment (Bachtler
and Ferry, 2013: 7-11). John Bachtler and Martin Ferry explicated the variations in
the degree of compliance of member states with these conditionalities by making
reference to the distribution of interests among EU institutions and member states
(2013: 12-13).
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What most studies of EU cohesion policy from a principal-agent perspective have
in common is an almost exclusive preoccupation with the interaction between the
Commission and member states. Strangely, it seems that there is very little re-
search interest in other parts on the EU cohesion policy contract chain. A notable
exception is the study by Karoly Mike and Gabor Balas (2014) that examined how
states, as principals, select their agents to implement EU-funded programmes. The
two authors argue that the choice is usually between establishing new single-pur-
pose managing authorities (and intermediate bodies) at different levels and parts
of their national/regional bureaucracies on the one hand, and relying on existing
organizations within their national/regional administration, on the other. Whereas
the former choice reflects a preoccupation with compliance with EU rules and finan-
cial absorption, the latter might signify a concern with policy efficiency (Mike and
Balas, 2014: 25-27). This is because good performance in terms of meeting meas-
urable short-term indicators in EU-funded programmes does not necessarily imply
an incremental genuine advancement in (frequently hard-to-quantify) medium-term
national policy objectives (Mike and Balas, 2014: 17-23). To be sure, states have
usually adopted ‘hybrid’ solutions that combine elements from both of the afore-
mentioned ‘ideal types’ of solutions. Still, their overall inclination towards either end
of the continuum (i.e. new single-purpose structures and existing agencies) seems
to indicate a hierarchical prioritization between the objectives of financial absorption
and policy efficiency (Mike and Balds, 2014: 25-27). The tension between these ob-
jectives is further noticed in the way states designate contracts, or more precisely,
whether they rely on ordinarily-used procurement/contracting solutions or opt for
an overt projectification of EU-funded programmes (Mike and Balas, 2014: 28-30).
Therefore, several decisions by states as principals for the national implementation
of EU cohesion policy are telling of the extent to which EU goals and assessment
indicators are aligned well to national priorities and procedures.

Having briefly discussed the principal-agent model and some findings from its ap-
plication in EU cohesion policy, the next section turns to our case study, the ‘Ex-
tended University Programmes’ (PSE) in Greece. It presents the content of these
programmes and it accounts for some of the hurdles in their implementation. By
bringing to the surface divergent sub-national interests with respect to those pro-
grammes’ operation, we attempt to make a contribution to the comprehension of
additional aspects of the EU cohesion policy contract chain.

4. The ‘Extended University Programmes’ in Greece

In the Second Community Support Framework (CSF, 1994-99), the Greek govern-
ment introduced a programme called the ‘Operational Programme for Education and
Early Vocational Training’.! The Greek government took advantage of the expanding
scope of EU Structural and Cohesion Funds to other policy fields (Council Regula-
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tions 2083/93 and 2084/93) to advance aspects of Greek educational policy that
lagged behind in a number of areas, such as research, graduate studies and lifelong
learning. The decision was consistent not only with developments in EU structural
and cohesion policy, but also with the general EU directions that prompted the ad-
vancement of cooperation in the policy area of education.? By enhancing the scope
of the cohesion programmes to include policy fields like that of higher education, it
was anticipated that new structures and services would be developed, while those
already in place would be reformed to encompass the new needs. More importantly,
Greece was a latecomer to and an underachiever in the targets set for widening the
access to lifelong learning compared to the EU as a whole (Figure 1). The situation
has been much more pronounced in the case of tertiary education (Figure 2), in part
as a result of the General Entry Examination system applied, and in part due to the
relatively early, yet binding choice, that young people have to make regarding their
prospective field of studies.

FIGURE 1 The Greek case on the participation rate in education and training (last four
weeks) for the age group 25-64 (in percentage) in comparative perspective.
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FIGURE 2 The Greek case on the participation rate in tertiary education and training for
the age group 25-64 (in percentage) in comparative perspective.
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1 For the Structural and Cohesion Funds of the period 1994-1999, Greece was identified as an Objective
one (1) case since economic development in the country was lagging well behind the EU average. The total
allocations for Greece were 13,980 million ECUs at 1994 prices, of which around 9% was earmarked for
Community initiatives (see European Commission, 1996).

2 The Treaty of Maastricht for the first time explicitly introduced a widening of the cooperation options
among EU member states, involving also the area of education (see Arts. 3p and 126, TEC). It was a
pivotal development that paved the way for the introduction of new modes of EU governance such as the
‘Open Method of Coordination’ (OMC). It should be noted that from the 1990s onwards, the developments
between European countries that set in motion the formation of the European Higher Education Area
(EHEA) by 2010 had been considerable. From then on, the ‘complementary’, according to the Lisbon Treaty
(Art. 6, TFEU), policy areas in the EU kept evolving. Ruled by soft law and targets set by member states,
coordination under the mode of the OMC has since contributed to advancing EU cooperation in policy areas
well beyond those of the Treaties’ core.
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It was in this context that the ‘Extended University Programmes’ were introduced in
1997 (Law 2525/1997 and Ministerial Decision 6495/1997). The programmes were
organized by Greek universities and technological educational institutes® through a
process of competitive bidding for funding from the European Regional Fund (ERDF)
and the European Social Fund (ESF) that was administered by the Greek Ministry of
Education. The approval for programmes was conditional on both their compatibility
with the aims set by the government and on their long-term feasibility and sustain-
ability. The programmes’ main aim was the establishment of a structure for lifelong
learning in higher education that would, in a way, supplement the Hellenic Open
University for Distance Advanced Learning, founded in 1992.

The programmes offered higher and continued education in the context of lifelong
learning to all qualified graduates of secondary education in new and interdiscipli-
nary fields. The enrolled students could either get a higher education degree upon
successful completion of the full academic curriculum (whose duration exceeded the
four-year cycle of regular university degree programmes) or receive a certificate of
attendance for selected courses. Enrolment was competitive and based on criteria
set by law and the number of places available. Although the enrolment process was
different from that for the General Entry Examinations, it took into consideration the
applicants’ performance in exams in all cases, except for two categories. The first
concerned those who were already holders of a university degree, and second was
the case of those who had not taken exams but had a certified secondary degree; in
total these two categories accounted for 20 per cent of the available places. The legal
framework was particularly thorough regarding eligibility criteria and categories (Art.
4, para. 5, Ministerial Decision 6495/1997) and was further explicated by the legal
framework of each individual programme (see inter alia Art. 2 para. 9, Ministerial
Decision B1/580/1998).

Shortly afterwards, the legal framework of the PSE was contested in court (Council
of State) and found to be unconstitutional in several respects. In a nutshell, it was
considered to violate the principle of equality as admission to a PSE was not linked
to successful participation in the General Entry Exams; it erroneously put universities
and technological educational institutes on an equal footing; and it was established
by a ministerial decision instead of a presidential decree (see Panaretos, 1999 for a
brief discussion of the Council of State’s Decision 2820/1999). Furthermore, many
opponents and critics of the programmes argued that the introduction of tuition fees
for all students aged over 25 years represented an additional violation of the consti-
tutional provision for free-of-charge higher education. Following the court’s (Council
of State) ruling, the Ministry of Education enacted a new law in parliament that strove
to remedy most of the problems (Law 2752/1999). For instance, the programmes’
reformed legal framework emphasized that their objective was to provide lifelong
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TABLE 1 Criteria and quotas by category for enrollment in the Programs according to

Ministerial Decision 6495/1997

Categories
of Enrolment

Secondary
Education -
Entry
Examination

Students in
Universities
Abroad

Students in
Greek Higher
Education

University
Graduates

Others -
Secondary
Education -

No Entry
Examination

Categories

II

III

Iv

v

Quotas

45%

20%

15%

10%

10%

General Grade
in Secondary
Education

Average
Grade in
General Entry
Examinations

Years of
Unemployment

Years of
Employment

Years of Post-
secondary
Education

Number
of Courses
Completed
in Higher
Education

Average Grade
in Higher
Education

Grade in Higher
Education

3 In Greece, higher education is public and provided by the universities and technological educational
institutes. Although there is no provision for private tertiary education, since the late 1980s, a number of
private providers under a franchising arrangement with universities abroad (mainly British and American)
have been active in Greece offering tertiary education. They have been covered by the ‘freedom to provide

services’ and are supervised by the Ministry of Commerce rather than that of Education.
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learning education (as opposed to conventional education), and thus it stipulated
that the PSE should prioritize the admission of students aged over 23 years (Art. 1,
para. 9). The Council of State ruled that the new law attempted to annul the court’s
previous decision and pronounced the programmes’ new legal framework unconsti-
tutional too (Decision 2581/2000; see also Contiades, 2001). As a result, the PSEs
suspended the enrolment of new students and continued their operation only with
respect to students already registered so that the latter could complete their studies.
In mid-2005, the Ministry of Education announced the termination of the PSE at the
end of the academic year 2005/6 (Art. 11, para. 2, Law 3369/2005).

Following the court’s second ruling, the Ministry of Education addressed the demand
for lifelong learning by directing its efforts towards distance-learning providers that
were quite different from the conventional higher education programmes. In particular,
the Hellenic Open University is in the mainstream in Greek higher education for those
aged over 25 years who wish to enrol for a university degree, whereas the Centres for
Continued Education and Training, that were developed in the context of the Second
‘Operational Programme for Education and Early Vocational Training’ (2000-2006),
offer a great variety of e-learning programmes. Furthermore, in 2005, the Ministry
of Education offered the universities and technological educational institutes the pos-
sibility of creating an additional structure, i.e. Institutes of Lifelong Learning (Art. 9,
Law 3369/2005). Thus, the demand for studies in extended university programmes
has been channelled into other competing structures similarly funded by the ERDF,
the ESF and Greek national resources in accordance with the CSF’s rules.

It is certain that the decision of the Greek government to promote lifelong learning
as part of its educational policy was reasonable and in agreement with the aims of
EU cohesion policy. Indicative is the number of applications received by the PSE of
the University of Athens that was organized by four university departments and the
National School of Public Administration. The programme in its first offer of 250 places
received 4,060 applications. The demand* came mainly from graduates of secondary
education, yet a considerable number of those wished to enrol for a second university
degree (Table 2).

4 1t is estimated that around 75 per cent of the applications received by the University of Athens are in
categories I and V, see Table 1.
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TABLE 2 Number of applications by call for the PSE organized in the National and
Kapodistrian University of Athens and rate of enrollment by category of beneficiaries

1998 1999 2000
No of Applications Quota 4060 3202 3022
Secondary
Education - Entry 45% 1:19,48 1:13,25 1:10,99
Examination
Students in
Universities 20% 1:1,24 1:1,00 1:7,50
Abroad
Students in Greek . i )
Higher Education 15% 1:2,47 1:1,58 1:10,82
University . . .
Graduates 10% 1:23,15 1:19,48 1:11,04
Others - Secondary
Education - No 10% 1:40,04 1:33,86 1:11,13
Entry Examination
Total 100% 1:15,92 1:12,46 1:10,99

Source: The PSE on Human Resource Management and Administration, University of Athens, Evaluation
Report, 1998-2000, unpublished report.

TABLE 3 Number of PSE organized, number of participating Departments, and distribution

of Programs between Universities and Technological Educational Institutes

No of

No of

- . . No of
Area of Study No of PSE Universities Technological
(HEI) Institutes (TEI)  Departments
N 13 14 & 1 group of
Humanities / (2 from abroad) academics
Sciences 4 5 6
Economics - 6 2 5 14
Administration (2 HEI & 4 TEI) (NSPA) (1 from abroad)
9 18 & 3 groups of
Technology (2 HEI & 7 TEI) 2 7 academics
) 6 7 16 & 1 group of
Environment (3HEI&3TEL) (4 from abroad) > academics
17 68 & 5 groups of

Total

32
(18 HEI & 14 TEI)

29
(6 from abroad)

(1 from abroad)

academics
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There was similar demand for other PSE. As Table 3 shows, 32 programmes were
established, 18 in universities and 14 in technological educational institutes. Most of
the programmes were interdisciplinary and tended to involve several partners, such
as academic departments (within universities and technological institutes, or involving
various higher education institutions in Greece and abroad), other organizations and
groups of teaching staff. In all cases, the studies offered by the programmes had to be
innovative and not on offer by other higher education institutions in Greece. There was
also a considerable regional distribution of the programmes to cover almost all Greek
regions (see Table 4). In the first year of their operation (1998), more than 3,500
students were enrolled, while the number of interested applicants was considerably
higher. Nevertheless, as already mentioned, the programmes failed to take root as
new structures in Greek higher education and managed to complete their task solely
in relation to students (end beneficiaries) who successfully completed their studies
and graduated up until 2006.°

The principal-agent model appears to be particularly valuable in explicating the initial
success and rapid demise of the PSE in the context of EU structural and cohesion
funds in Greece.

The Ministry of Education, the main principal at the national level, apart from par-
ticipating (along with EU authorities) in the shaping of the relevant legal framework,
delegated the implementation of the programmes to the main national agents eligible
to do so, the universities and technical education institutes. Although the introduction
of a new programme in Greek higher education appeared to be a straightforward
undertaking particularly since, in the Greek case, the choice of main agents was
actually restricted to public higher education institutions, the ensuing complexities
of implementing these EU cohesion programmes were uncompromising, leading just
a few years after their introduction to their suspension.

However, the ‘moral hazard’ and ‘adverse selection’ concerns remain valid in the
case under examination since the establishment of a PSE was decided by a compet-
itive process of open calls. The 32 programmes approved were just a portion of the
tenders submitted by the various universities and technological institutes. Where-
as the overwhelming majority of the PSE ran smoothly, the most serious troubles

5 The abrupt decision by the Ministry of Education in 2005 to terminate the programmes by the of the end
of the next academic year implied that, for a very small number of courses, a group of students did not
receive their degrees having failed to be successfully examined (in some cases they had even submitted
their final dissertations) (EEO Group, 2009: 185).
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TABLE 4 Regional Distribution of the PSE

No of Programs City in which the Program Regions
was located
3 Athens
Attica
3 Piraeus
7 Thessaloniki Central Macedonia
3 Chania
Crete
4 Heraklion
3 Ioannina Epirus
3 Volos Thessaly
1 Mytilene North Aegean
1 Patras Western Greece
1 Kavala East Macedonia & Thrace
2 Kozani West Macedonia
1 Kalamata Peloponnese
32 12 10 of 13

emerged in just one higher education institution, the Polytechnic of Crete, where
faculty members and students on conventional programmes were mobilized against
the establishment of three programmes and twice made recourse to the Council of
State (Rouggeri, 1998). Interestingly, it was also at the Polytechnic of Crete that the
university authorities were accused and found guilty of having been involved in very
serious irregularities (Rouggeri, 1998; Kathimerini, 2004). Hence, the question of
the operation of the three PSE at the Polytechnic of Crete put to the test the main
concerns that have been advanced by the principal-agent model.

Moreover, the employment of the principal-agent model in the case of the PSE brings
to the surface the existence of contradictory dynamics: one linked to the constitu-
tionally-guaranteed autonomy and discretion that Greek higher education institutions
enjoy, and another related to the ‘vertical integration’ (see inter alia Klein et al.
1978; Arrow 1975; Grossman and Hart 1986; Eisenhardt 1989) in the principal-agent
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relationship that binds the agent to compliance with the principal’s terms in a hier-
archical manner. It was indeed this aspect that contributed crucially to the failure of
the programmes since any miscalculation by the principal impacted critically on the
agent’s compliance (e.g. the enrolment of students under 23 years old).

The complexity and, in a way, the novelty that the case of the PSE adds to the appli-
cation of the principal-agent model in EU cohesion policy is related to the identification
of a long array of agents, notably some ‘mixed’ (consisting of both beneficiaries/
supporters and opponents), alongside competing agents. The struggle between ben-
eficiaries and opponents, as the case of the PSE displays, shows that it may have
a devastating impact on implementing the prospects for an EU structural/cohesion
programme. Figure 3 offers a schematic graphical representation of the principal-agent
model for the case of the PSE.

The ministry in its initial choice in shaping the programmes faced two ‘competing
principals’: the political opposition that criticized aspects of the programmes’ legal
framework and the Council of State® that had the responsibility to review conformity
with the constitution of administrative actions. Although part of the political opposition
(the Communist Party of Greece, KKE) was particularly keen to bring to an end the
programmes, even after their adoption by Parliament (see for instance Rizospastis,
1999b), this was eventually achieved though court rulings, following actions brought
by opponents of the programmes. As a result, the government decided to adjust the
main implementing agents, either by boosting the role of already existing compet-
ing agents, such as the Hellenic Open University, or by forming new ones, such as
the Centres for Continued Education and Training. The latter incorporated both the
main implementing agents of the programmes, higher education institutions, and
on demand and according to expertise, other actors such as professional chambers.

While the PSE responded to an actual need for higher education lifelong learning, they
also caused some concern to several agents and groups of actors. First of all, many
students on conventional university programmes perceived the PSE as a threat and
an injustice that jeopardized their career prospects and discredited their successful
performance in the demanding and rather tedious process of the General Entry Ex-
aminations. Likewise, some professional chambers (e.g. the Chamber of Fine Arts of
Greece) expressed their opposition to the programmes out of concern for the career
opportunities of their members (Rouggeri, 1998; Rizospastis 1998 and 1999a).

6 For a consideration of courts as competing principals, see Waterman, Wright and Rouse (1994), quoted
in Waterman and Meier, 1998: 179.
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FIGURE 3 Graphical representation from the Principal-Agent perspective of the case of the
PSE
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From the case study we also discern a number of ‘mixed’ agents that contributed in
a critical manner to the ‘disjointed’ implementation of the PSE. The two most promi-
nent ‘mixed agents’ were the following: local authorities and societies, and academic
personnel/faculty members.

The local authorities and societies constituted such a type of agent, since along with
opposing approaches, they more often than not tended to support the decentraliza-
tion of higher education in Greece. The regional distribution of the programmes (see
Table 4) prompted a diverse stance on the matter that often triggered internal dis-
putes in local societies. To illustrate, whereas the City Council of Chania pronounced
its unanimous support for the continued operation of the three programmes at the
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Polytechnic of Crete (Rizospastis, 1999b), the Chania Bar Association sued the uni-
versity’s authorities in court, accusing them of being involved in several irregularities
when setting up these programmes (Moulopoulos, 1998).

The academic personnel/faculty members were the other ‘mixed agent’ that the
case study discerned. Teaching and supervision of the programmes were exclusively
undertaken by academic personnel, either already employed by the university or
having similar academic qualifications. The case of this ‘mixed’ agent was particularly
complicated since faculty members are also involved in the administration of Greek
higher education institutions. The decision to organize a PSE presupposed approval
by the university organs in which the faculty members participated by law. At the
same time, a considerable number of faculty members viewed the programmes: as
structures competing with conventional departments; as a potential threat to the
public character of higher education in Greece since the programs provided for fees
for those over 25 years of age; and as a mean to increase the flexibility of university
structures. A peculiarity and complexity of this ‘mixed’ agent was that, contrary to
the external challenge of other adversaries, in this case controversy was internalized
by the main agents, too. Thus, controversy regarding the programmes escalated
the tension around their implementation within the everyday functioning of higher
education institutions (Rouggeri, 1998).

5. Concluding remarks

This paper has tested the hypothesis of the analytical quality of the principal-agent
model for investigating the complexities of the implementation of EU cohesion policy
programmes at the national level. It has used as case study the PSE in Greece and
demonstrated the model’s analytical utility for empirical investigations of the sub-
state part of the chain of policy-making actors. The paper argues that the actual
failure of the PSE (and consequently of EU cohesion policy) to form a structure of
lifelong learning in Greek higher education was not causally linked to any fraudulent
or penal behaviour. It was instead the result of multiple misalignments of objectives
of actors located at different parts of the contract chain, all the way down from the
Commission to the final agents on the ground. In this respect, the case study pre-
sents the interplay among the main actors and stakeholders who stood in favour or
in opposition to the operation of the PSE and elaborates some types of conflicts of
interest that obstructed policy implementation.

The paper also remarks that, on occasion, the ‘moral hazard’ concern in the princi-
pal-agent model may be reversed, as well. In particular, as the investigation of the
PSE shows, it was the poor design of programmes, with several unconstitutional
provisions (e.g. principle of equal access to higher education) and the neglect of
beneficiaries, that seriously compromised the effectiveness of EU cohesion funds.
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Notwithstanding that their legal framework has been challenged since 2000, the PSE
kept running (without, though, new student enrolments) until 2006. Eventually, of
the 6,000 students who enrolled on the PSE, many did not receive a degree as they
failed to complete their studies in timely fashion, while the qualifications of some cat-
egories of graduates have yet to be certified (EEO Group, 2009: 185, 193 and 194).
The fact that the closure of the programmes coincided with the end of the third CSF
(2000-2006) leads us to the assumption that the Ministry of Education prioritized
quantifiable results within the CSF's timeframe (absorption of funds) rather than a
genuine widening of access to higher education (policy efficiency). Indeed, Greece
managed to absorb 94 per cent of the cohesion funds for lifelong learning of the
Second ‘Operational Program for Education and Early Vocational Training’ up until
the end of 2008 (EEO Group, 2009: 172). However, as illustrated in Figures 1 and
2, Greece has not succeeded equally in improving the participation rate of its people
aged 25-64 years old in training and education.

To conclude, our case study demonstrates that the potential of the principal-agent

model to explicate the complexity of EU cohesion policy has been underexplored
thus far.
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THE APPLICATION OF THE PRINCIPLE
OF PARTNERSHIP IN GREECE: HAS IT AFFECTED
TRADITIONAL GOVERNANCE PRACTICES
AND THE POWER BALANCE?

Fotini Papoudakis

Greece is currently going through a serious crisis and is attempting to address the
problem through a series of painful measures. In fact, this is a reform process di-
rectly imposed by the country’s lenders. It is not the first time that the Greek state
has tried to change. Reforming attempts instigated from outside have taken place in
the past mainly as a result of EU membership. However, they were not of the same
extent and nature and some would argue that they were not so vigorously imposed,
although, as shown below, external dynamic action was taken in the past owing to
domestic resistance to apply EU rules.

This paper discusses the response of the Greek administrative system to the re-
quirements of the 1988 and 1993 revisions to the structural-funds regulations, and
the extent to which the related rules induced changes in traditional policymaking.
More specifically, it focuses on the application of the principle of partnership by ask-
ing questions such as:

* How has the application of partnership changed the relationship between the var-
ious levels of government?

e How have traditional patterns of command over resources impacted on the ap-
plication of the principle, i.e. how has the negotiating power of the partners been
affected by the lack of resources?

¢ To what extent has the weakness of civil society in Greece impinged upon the letter
and substance of the principle?

The study investigates Community Support Frameworks (CSFs) One and Two cover-
ing a period of ten years (1989-1999), focusing on the regional section of the CSFs.
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Research was carried out between 1997 and 2001 via a large number of interviews
with administrative and political actors, at sub-national, national and EU levels, who
provided valuable information based on their personal experience of involvement
in the formulation and application of the two CSFs. With one or two exceptions,
interviewees had been involved in the above process for many years, most of them
during both programming periods, and they were still serving in the same or related
positions at the time they were interviewed, which meant they had very accurate
knowledge of and deep insight into developments.

In addition, attendance to meetings of the bodies involved in the implementation
and monitoring of programmes has been possible, while official documents have
added valuable information.

The principle of partnership: a guiding principle

The so-called ‘institutionalisation of consultation practices’, i.e. the introduction of
the principle of partnership, is probably considered to be the most valuable innova-
tion in the application of funds (European Commission, 1995a). The notion appeared
in Community documents concerning regional policy in the early 1980s (European
Commission, 1981, Art. 2, title 3(a)). It was introduced with the reform of Structural
Funds in 1988. Following reports on implementation of the reform which indicated
a rather unsatisfactory application of partnership (European Commission, 1991: 8;
1992: 35; 1993: 80), the 1993 reform further strengthened the principle by provid-
ing for the inclusion of social and economic partners, but leaving their designation to
the discretion of Member States. (European Commission, 1995a: 140). This means
that, at least officially, the Community was not interfering with Member States’ in-
ternal structures and practices, therefore the margins left for institutional change
induced by application of the principle of partnership were limited, and it's quality
depended on domestic administrative traditions and practices.

Furthermore, it was stipulated that ‘partnership will be conducted in full compliance
with the respective institutional, legal and financial powers of each of the partners’
(European Commission, 1995: 140). This has proven to be a powerful factor in the
application of the principle. It directly relates to the issue of command over resourc-
es which determines the negotiating power of each partner, and it is to be seen
against the background of the potentially changing dynamics between Community
institutions and national authorities, but also and principally between national au-
thorities, sub-national entities and other partners. As shown below in the case of
Greece, the ‘respective powers’ of the partners have seriously influenced the ap-
plication of the principle. Research has revealed that the lack of resources of local,
regional and social partners has impinged upon both the letter and substance of the
principle. Consequently, the weakness of local government entities in Greece is a
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reason why the latter have been unable to assume successfully the role assigned to
them by the new operational tools, in the context of partnerships.

The reason why partnership has been gradually strengthened to the point of pene-
trating almost every stage of the management of funds should be sought within the
dilemma of how to better utilise the increasingly limited resources available for eco-
nomic growth. Efficiency has thus become an imperative and a principle in its own
right, although not mentioned among the governing principles of Structural Funds
Regulations. Against this background, broad partnerships are expected to bring to-
gether information and expertise from different levels and bodies, governmental
and nongovernmental, public and third sector, with a view to combining and joining
efforts towards better results from the operation of Structural Funds.!

Moreover, partnership is directly linked to the issue of the decentralisation of pow-
ers, as the most obvious rule involving the participation of regional, local, social and
economic partners aiming at the establishment of multi-level governance (MLG)
(Bache, 2008; Bauer, 2002; Hooghe and Marks, 2001). A typical instance of this
is the Monitoring Committees (MC) which are thought of as a par excellence ex-
pression of partnership. Their tasks include programme management and ensuring
transparency, information diffusion and development of the debate. But again, as
the case of Greece indicates, decisions were usually reached outside the Monitoring
Committees, which tended to meet in order to endorse officially what had already
been decided upon.

As correctly put by Hooghe and Marks (2001), the effectiveness of partnership
proved rather poor in the southern regions, owing to ‘incompetent or under-re-
sourced local administration and clientelism’ (Hooghe and Marks 2001: 114). In-
deed, this has been the case for Greece, as shown below.

Domestic institutional settings on the eve of the first Community Support
Framework (CSF) for Greece

Clientelism and centralisation have always been key features of the Greek political
system. These elements are so deeply embedded in the culture, and have been so
well consolidated over the years, that despite the repeated efforts at reform they

1 An example of the importance attributed to the function of partnership in achieving social and economic
cohesion is the emphasis placed by the Commission in its White Paper on European Social Policy, on broad-
er partnerships including NGOs, on trade unions and on other social and economic partners (European
Commission, 1994).
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have persisted throughout modern Greek history. Overall, the regional-policy pro-
cess on the eve of application of the 1st CSF for Greece was as follows:

e An over-centralised administrative system, with most decision-making occurring
at the central level. The Prefecture, as a decentralised State entity, was headed by
the Prefect who was a political appointee responsible for the application of govern-
ment policies and directly answerable to the Minister of the Interior. The Prefec-
ture’s status remained untouched, even after the introduction of the Regions which
were organisationally and financially very weak and functioned mainly to lodge the
Secretariats of the Monitoring Committees (MCs) of the Integrated Mediterranean
Projects (IMPs). It was only in 1995, during the 2nd CSF, that the Prefectures lost
their predominance in regional development programmes to the Regions, a devel-
opment connected to the introduction of the 2nd degree of self-government at the
level of the Prefectures, which meant that elected Prefects would not necessarily
be affiliated to the governing party and therefore the central government would
lose control over resource distribution. In contrast, the Secretary General of each
Region remained a political appointee of the Minister of the Interior, and as such
answerable to central government.

Weak local self-government which, despite its prestige from the popular mandate
as being directly elected by the people, was financially over-dependent on State
allowances and subject to legality, and in certain cases expediency control by the
Prefect. Moreover, the extremely large number of local self-government organi-
sations (LSGOs), and the small size of most of them, made any serious planning
difficult if not impossible. Public works (PW) production, having a central position
in regional policies in Greece, remained unchanged after the application of the
IMPs. Regional development programmes were characterised by the overwhelm-
ing presence of basic infrastructure small-scale works, lack of an integrated pro-
gramming logic, fragmentation, improvisation and a rudimentary approach, the
absence of technical and environmental studies and an evaluation culture. They
were underlined by a re-distributional as opposed to a developmental logic, and
were monitored and controlled centrally, via complex clientelist networks that ex-
tended down to the local level.

LSGOs’ resources deprivation, as reflected in the lack of technical infrastructure,
personnel, know-how and finances, characteristics directly connected to the preser-
vation of the centralised State, had as a consequence not only LSGOs being depend-
ent on the central State but also on contractors. As a result, project selection for
prefectoral and subsequently regional development programmes was not based on
technical and developmental criteria but on clientelist and electoral considerations
connected to the centralisation of power.

A theoretical framework
Research in the context of this study has shown both the centrality of national
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institutions and practices as well as the importance of the Commission as a supra-
national actor. Therefore, any attempt to interpret the application of partnership in
Greece and its impact on existing national arrangements has to consider these two
dimensions. MLG theories do highlight the role of the Commission in sub-national
mobilisation, examining the interplay between the Community level on the one hand
and the central State on the other (Marks, 1992). However, the findings of empirical
research suggest that an MLG approach should be complemented by elements of
institutionalist theory, which puts emphasis on cultural and distributional determi-
nants in the process of reform.

Two elements are important for the interpretation of resistance to change in Greece:
a) the distributive function of the institutions, and b) the centrality of this element in
the preservation of the centralised State in Greece. Indicatively, it has been pointed
out that,

...resource dependency needs to be embedded in an institutionalist understanding of
Europeanisation ...domestic institutions determine the distribution of resources among
domestic actors. Europeanisation changes this distribution to the extent that there is
an incompatibility between the European rules and regulations, on the one hand, and
the institutional structures of the State, on the other (Borzel, 1999, p. 573).

The role of European legislation as a mechanism of Europeanisation, changing the
distribution of power and resources at the national level, is also identified by Knill
and Lehmkuhl (1999), and institutional theory is recognised as a valuable analytical
tool precisely because it considers the role of vested interests, ‘bound to institution-
al and organisational choices of the past’ (Christensen, 1997, p. 145), while other
studies have shown, along the same line of thought, that Europeanisation does not
necessarily bring about changes in Member States (Goetz, 2000).

As shown below, the application of partnership in Greece during the two first CSFs
constitutes an indicative case of the resistance of existing opportunity structures to
changes perceived as ‘the expression of the existential anguish of large social strata
of the Greek society, which with the perspective of this new logic of an open system
are faced with issues of existence and survival’ (Diamandouros, 1996, p. 204). The
cultural element in the process of national adaptation has also been acknowledged
as a factor hindering compliance with European rules, and rendering Greece’s in-
tegration into Europe dependent on the rapidity with ‘which traditional values and
behaviours will give in before the modern values and behaviours’ (Katsoulis, 1988,
p. 38).

In sum, it is evident that the factors accounting for Greece’s unsatisfactory perfor-
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mance regarding partnership — and not only - should be acknowledged as being
directly connected to patterns of resource distribution embedded in culture.

Application of partnership 1989-1999

In Greece, partnership was severely hampered not only by persisting on traditional
practices at the national level, but also because of the Commission’s strong interfer-
ence owing to a) the weaknesses of the administration and its inability to respond
to the needs of multi-annual programming and b) the national authorities’ low ne-
gotiation power owing to i) special financial assistance granted by the Community in
1986, ii) demands for a new Community loan with a view to meeting the needs of
the national contribution to CSF financing, and iii) the fact that the CSF was seen as
the very ‘last chance’ for economic recovery. In light of the above, the Commission’s
interference has been heavy in the whole process of planning and programming,
especially in the case of the regional operational programmes (ROPs) and owing to
the extremely low capacity of the regions. The national authorities tended to com-
ply with the Commission’s proposals at the expense of the principle of partnership
(Evalion, 1995).

The Commission’s interference has been intense, especially in reprogramming. More
specifically, a common observation has been that it has used its veto in MC deci-
sions. In general, MC decisions were already reached, before meetings of the Com-
mittee, between the Secretary General, his consultants and the representative of
the Commission, the latter enjoying the power of veto. When the MC met officially,
everything had been decided in advance, and the other members of the Committee
simply complied, as the Commission threatened to block funding unless its propos-
als were accepted.? On the other hand, it seems that, in most cases, the Commission
‘had no other choice” as overseer of the application of Community legislation.

Partnership was also hampered, and the central State’s and the Commission’s roles
were enhanced with the so-called ‘written procedure’, which substituted for formal
meetings of the MC. Instead, a written proposal would be circulated among the
members of the MC, who had a certain amount of time to submit their opinions in-
dividually. The proposal was also sent to the Ministry of National Economy and the
Commission. In case of disagreement, this was discussed and resolved between the

2 Interviews with Ministry of National Economy officials, and ROPs for Attica and Peloponnese Secretariats’
staff members, 1997-2001.

3 This has been a common statement of Commission officials: Interviews with Greek officials of DG XVI,
1997-2001.
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Commission and the Ministry for National Economy, since, in the case of Greece,
subsidiarity is restricted at the Community level on the one hand and the national
government on the other (Evalion, 1995).

Clearly, despite the flexibility of this approach, the openness and transparency im-
plied by the principle of partnership have been greatly impaired, while there has
been further centralisation of power.

During the 2nd CSF, the partnership suffered further with even stronger intervention
from the Commission in an effort to address the issues not resolved during the 1st
programming period. More specifically, following the experience and disappointing
results of the 1st CSF, negotiations in the 2nd one included on the Commission’s
initiative and the introduction of reforms that would improve the effectiveness and
efficiency of actions undertaken during the 2nd programming period. The reforms
provided for in the CSF concerned the establishment of a management organisa-
tion unit (MOU), mainly in light of the regions’ organisational weakness, and im-
provements to the public works production system (PWPS), and these highlight the
Commission’s dynamic role in the process of domestic reform. It was stipulated that
both measures would be in operation at the latest by 1 January 1995 (European
Commission, 1995b: 118).

As discussed below, what constitutes a breach of the principle of partnership is not
the fact that these innovations were introduced on the Commission’s initiative, it is
the absence of open and transparent procedures and the exclusion of subnational
public and private actors from the discussions leading to the introduction of the
measures, which moreover resulted in further centralisation of the whole system.

MOU creation was somewhat delayed while the Joint Steering Committee (JSC)
which was assigned to the PWPS reform was set up in 1995.

Management Organisation Unit (MOU)

The introduction of MOU has been widely reported as being the result of Commission
pressure on the Greek government. However, its establishment and evolution also
reveal the Ministry of National Economy’s anxiety to retain tight control over the
programmes. Undoubtedly, the Commission aimed to redress the problem of lack of
specialised and competent personnel in the regions, while at the same time a unit
designed and introduced on the Commission’s initiative and funded with Community
resources was expected to ensure the latter’s tighter control of the programmes.
Accordingly, it has been argued that this was mainly connected to considerations
of efficiency, although it also suggests a tendency on the part of Commission to
enhance its role. Owing to a number of factors, ranging from overlapping competen-
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cies with other actors in programme application* to power conflicts with actors in the
Ministries, and moreover its partial absorption by traditional patterns, MOU, despite
a good start, failed in the end to consolidate its position.

By 1998 there were ten MOU units in total. Six of them were established in the
regions, while the MOU network expanded gradually to 21 units covering all the
regions of Greece and some Ministries. The overall goal was to establish a single,
unified management, monitoring and reporting system for the CSF’s operational
programmes via the introduction and operation of new tools, which were expected
to diffuse a new logic in the programming, implementation and monitoring of pro-
grammes. It has, however, been argued that this would facilitate control of the unit
by either the Commission or the Ministry of National Economy®. Such has been the
conflict over the control of MOU that although it was supposed to have been set up
by 1 January 1995, it finally started functioning nearly two years later, and then only
when the Commission threatened to discontinue technical assistance funding unless
the Greek authorities complied with the relevant clauses of the CSF. Resistance was
located mainly among the Ministry of National Economy administrators, who despite
the explicit references in relevant clauses of the CSF - a result of tough negotiations
with the Commission - according to which the legal status of the Unit *‘maintains and
enhances the supervisory and co-ordinating role of the Ministry of National Econ-
omy’ (European Commission, 1995b: 118), feared that MOU would strip them of
considerable powers, as it would intervene between them and various actors in the
allotment of funds. It is characteristic that, even after the central MOU was set up
and started recruiting staff for the regional and sectional units, the actors in central
government did not abandon the idea of scrapping the institution.

The emphasis on the role of the Ministry of National Economy in the clauses of the
CSF leaves no doubt as to the preoccupation of the Ministry of National Economy to
retain control of the programmes, vis-a-vis both the Commission and the national
agencies. It was argued that the Commission literally imposed MOU on the Greek
Authorities, due to the latter’s low negotiating capacity, a factor mentioned before in
relation to the Commission’s strong interference. All the actors interviewed agreed
that MOU'’s creation targeted ensuring the Commission’s tight control over the im-
plementation of the CSF, because it did not trust the Greek public sector’s efficiency.
The general tendency towards the use of private actors in the management of the
CSF precisely reflects the Commission’s distrust of the Greek public administration.®
On the other hand, it has been argued that MOU was created not only because of the
Commission’s pressure, but also because certain circles of the Ministry of National
Economy officials aspired to control it, and through it the programmes. When they
realised this was not possible they adopted an antagonistic attitude towards it.”
Two observations should be made here:
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e This conflict over control of the MOU and subsequently of the programmes oc-
curred in absentia of the regions, which contradicts the spirit of partnership.

e The whole process resulted in preservation of the existing system, i.e. central
command of resources and further centralisation towards the Community level
at the expense of the idea of dispersion of the power underlying the principle of
partnership.

The Joint Steering Committee (JSC) for Public Works

It was established in January 1995 at the Ministry of National Economy, as a sub-com-
mittee of the CSF Monitoring Committee (CSF-MC). It was composed of officials of
the Ministry of Environment and Public Works, Commission officials and one member
of staff from the Ministry of National Economy as the Secretary of the Committee.
Despite the overwhelming presence of Ministry of Environment and Public Works
officials in JSC, interviewees have pointed to the Ministry of National Economy’s
pre-eminence in enhancing the Committee’s actions. It was argued that JSC and the
measures adopted on its recommendation primarily illustrate the Commission’s dy-
namic intervention, but also the Ministry of National Economy’s intention to ensure
firm control over the programmes, in the context of its antagonism with the Ministry
of Environment and Public Works.8

The analysis here will focus on three innovations introduced after JSC’s proposal as
the most illustrative of the arguments made here, according to which, the consulta-
tion and cooperation among the various actors involved in the programmes required
by the substance of the principle of partnership was not respected by either central
government or the Commission. The new form of technical fiche (TF), a tool for pro-
ject selection, and Ministerial Circular No. 2/96 on budget underestimation directly
clashed with traditional PWPS. The technical consultants, experts hired by the Min-
istry of National Economy, were established in the regions to see to it that the TFs
and the Ministerial Circular were implemented.

4 The CSF clauses provided that the programme managers, introduced to address the weakness of the
regions, and also answerable to the Ministry of National Economy, would continue to operate in parallel
with the MOU units during a transition period.

5 Interviews with ROP Attica Secretariat staff members, May 2000.

6 Interviews with high-ranking officials from the Ministry of National Economy and ROP Attica Secretariat
staff members, May 1999.

7 Interviews with a high-ranking staff member from the Region of Crete and officials from the Ministry of
Interior and Public Administration, May 1999.

8 Interview with a Ministry of the National Economy official, October 2000.
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As characteristically stated by a Ministry of National Economy official, the CSF is a
‘loose piece of legislation’, a form of soft law allowing for individual action. The intro-
duction of the TFs, Circular No. 2 and the technical consultants has been the result
of work of the Commission officials® with tolerance from the Ministry of National
Economy.

New Technical Fiche

Project selection had for a long time been among the most serious preoccupations
of the Commission in the Greek CSFs. Greek officials of DG XVI were aware of cli-
entelist practices and sought a means to address the issue.® The TF, like all reforms
concerning PWPS, has been principally their idea. The majority of national actors
resented its adoption, even Ministry of National Economy officials, the Ministry which
has promoted all the relevant reforms. It has been stated that there was great
pressure on the part of the Commission for the introduction of measures and insti-
tutions that were not explicitly included in the CSFs, and thus not part of the official
agreement between the Commission and the Greek government. The new forms of
TF, far more sophisticated than those already in use since the IMPs, have been one
instance of this.!! In order to better understand the significance of this innovation,
the following should be considered: TF forms are fundamental programming tools.
They describe the works and projects eligible for inclusion in ROP, they do not sim-
ply contain instructions as to how they should be filled in or how a project should
be monitored; they also include guidelines as to what projects and works should
be selected for inclusion in a programme. In other words, they interfere directly in
programming, the most important phase of the application of an ROP.

There are several dimensions here:
e The catalytic effect the TF has on clientelist practices, and therefore the challenge
it represents for traditional opportunity structures. It suggests that project selec-
tion can no longer serve as a means for the preservation of the status quo in the
process of resource allocation for local programmes. This is a positive aspect of
the measure.
This tool was, however, imposed by a supranational actor, which made more crucial
the legitimacy issue for those affected by its introduction. It has been seen as a
violation of the principles of proportionality and partnership and a blow to national
sovereignty.? Moreover, regional and local political and administrative personnel
have seen it as an authoritarian action on the part of both the Commission and
the Ministry of National Economy, as its application was controlled by the technical
consultants discussed below, i.e. employees of the Ministry of National Economy.
e Furthermore, regional and local partners were not consulted on its introduction.®?
This apart, from causing offence to the spirit of partnership, also had negative
practical effects: local actors as already noted had meagre means and know-how
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which did not allow them to adopt the new tool successfully, and as a result this
made them dependent on private companies often affiliated to central govern-
ment. If there had been consultation with and preparation of the actors involved
before its introduction, the negative effects would have been avoided to a great
extent. The TF was first introduced, towards the end of 1995, in the regions, be-
cause it was mainly meant to address the chaos created by clientelist practices in
the ROPs. The elaboration of these forms was entrusted to three private compa-
nies, which also circulated the first copies to the regions unaccompanied by any
official governmental document. In the seminars organised hastily with a view
to presenting and explaining the use of the TF, which did not at any rate offer a
satisfactory solution to the training of regional and local actors, it was a Commis-
sion representative that first addressed the implementing agents.'* On the whole,
from inception to final introduction, the TF has been the product of supra-national
and private actors, with tolerance from the political leadership of the Ministry of
National Economy.

Ministerial Circular No 2/1996

On JSC's recommendation, a series of legislative measures was adopted to tackle
the issue of repeated budget revisions, a traditional practice facilitated by the na-
tional legal framework.!> The 50 per cent increase in physical objects during the
implementation of works, apart from creating problems in funds absorption and
programme efficiency, also resulted in reality in the direct awarding of contracts in
violation of Community directives. There is no doubt that the issue should be ad-
dressed in a drastic manner, but the solution finally adopted was rather provocative.
According to the Greek constitution, a piece of legislation can be repealed only by
another piece of legislation adopted by the Greek Parliament. On the other hand,
the national authorities must apply Community law. Community directives on the
awarding of PW contracts, while prohibiting fragmentation with a view to the direct

9 The inception and introduction of the three innovations discussed here have been mainly connected to a
Greek official of the Commission, who seems to have played a predominant role in this process.

10 Interview with a European Commission Greek official, November 1997.

11 Interviews with Ministry of National Economy and ROP Attica Secretariat staff members, September
2000.

12 Interview with high-ranking political personnel in the Region of Attica, Autumn 1998.

13 Interviews with Ministry of National Economy officials, October 2000.

14 Interviews with a Ministry of National Economy administrative staff member and the MC Secretariat of ROP
Attica. As pointed out, the elaboration of TF had to be assigned to private agents owing to a lack of know-how
on the part of the Ministry. This was attributed to the endemic pathology of the Greek public sector, such as
non-meritocratic criteria in staff employment and the absence of continuing education for civil servants. Inter-
view with high-ranking political personnel from the Ministry of National Economy, November 1999.

15 Law 1418/84, “Public Works and related matters”.
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awarding of contracts, did not prohibit budget revisions during implementation. The
issue was initially addressed in Greece with the adoption of Law 2338/1995 prohibit-
ing budget overruns for contracts awarded after 14 October 1995, the cost of which
was equal to or exceeded 5 m. ECU.

On 15 June 1996, after pressure from the Commission, with the Ministry of National
Economy’s tolerance and on the JSC’s recommendation, Ministerial Circular No 2
was issued on the ‘Approximation or/and finalisation of the economic object of con-
tracts and works co-financed by Community resources, not subject to the provisions
of Law 2338/1995". The Circular dealt with budget overruns of contracts of less than
5 m. ECU, i.e. it amended Law 1418/1984 covering the transition period until a new
law was adopted by the Parliament. Pursuant to the circular, budget revisions to the
above category of projects were prohibited. Moreover, for projects already under
construction, contractors should submit within four months at the latest a report
with the final cost for completion of a project or, if this was not possible, for the
part of a project that is functional in itself, or at least of a group of works that will
ensure satisfactory completion of the project. The above should be achieved without
increase in the initial cost or that in the last ‘*Comparison Table’.*®

As expected, there were fierce reactions and great confusion among the agents
involved in PWPS. The routine followed until then was turned upside down with the
Circular. One of the most common arguments was that a Ministerial Circular was
issued to repeal a law, which was an infringement of the Constitution. Animosity
was even greater because the Circular was imposed by the Commission. By the end
of February of the same year, i.e. nearly six weeks later, Art. 4 of Law 2372/1996
adopted by Parliament annulled the so-called ‘Comparison Tables’. Budget revisions
were permitted but strictly restricted to additional works which became necessary
due to unforeseen circumstances of extreme urgency.

In short, the formal process whereby a law is first adopted by Parliament and then
a ministerial circular follows with instructions for its application was reversed in this
case. It has been argued that the practical results would have been the same even

16 A table with details of revised costs had until then been used for budget revisions during implementa-
tion.

17 Interviews with a member of the political personnel of the Prefecture of Magnesia, Ministry of National
Economy, and officials and members of the ROP Attica Secretariat, April-June 2001.

18 Interviews with technical consultants, spring 2000.

19 Minutes, CSF 1994-1999, monitoring-committee meeting of 31 October 1997. Statement by the sec-
retary-general of the Region of Western Greece.
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if the formal process had been followed, which is true. It is also true that the chaos
resulting from the continuation of traditional practices should be terminated. It is
not clear why a formal process was not followed instead, in which case at least ap-
pearances would have been saved. Research has revealed that the role of Greek offi-
cials of the Commission being responsible for this development is much resented. It
has often been argued that patterns deeply rooted in culture do not change abruptly
simply because some formal measures have been introduced, and that non-Greek
Commission officials have always shown more understanding for the cultural em-
beddedness of domestic institutions than do their Greek colleagues.”

Technical Consultants

This support mechanism was created specifically to assist in the management, plan-
ning and implementation of PW projects from the ROPs; in short, the measure was
addressed to the regions in light of their organisational and managerial inadequacy.
Only later and after much resistance was it also introduced at the central level,
i.e. in operational programmes monitored by ministries and other central govern-
ment agents. This mechanism comprised 66 jobs in total, staffed by private civil
engineers. Their task involved the examination of TF forms in order to judge the
eligibility of projects and suggest to the secretary-general of each region which
projects should be selected for an ROP. Small groups of technical consultants were
established in the 13 regions, and in most cases these were very badly received by
the secretaries-general and civil servants. They were seen as outsiders, agents of
the Ministry of National Economy who limited the authority of the secretary-general.
There have been cases where, for a long time, they were not even allowed a desk.!8
It took nearly a year and a half before they were finally accepted by the political
and administrative personnel of the regions. As characteristically pointed out by a
secretary-general, ‘this is a form of para-administration that takes decisions in the
name of technocracy, which I am then expected to endorse’.*®

Case study — ROP Thessaly

The aim of this section is to illuminate some of the main points made in the study
so far. It seeks to do so by looking into issues that arose in the application of part-
nerships for two ROPs.

Thessaly was chosen for a case study because it brings together several important
elements in the analysis regarding the response of the administrative system to the
requirements of the principle of partnership, as discussed above.

Monitoring Committee and partnership: persistence of old practices and
further concentration of power

Before an official meeting of the ROP monitoring committee, the so called ‘techni-
cal groups’ composed of representatives of the region, the Ministry of the National
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Economy and the Commission would meet in advance to discuss the issues be-
fore these were brought before the MC. As widely stated, there has always been a
very good level of communication among the three partners. Lobbying by various
agents would also take place during this phase.?° ‘Lobbying’ in this context, however,
should be understood as traditional clientelist practices, which is far from the open,
transparent and democratic process suggested by the principle of partnership. The
practical result has been that agreements reached in this context were not based on
rational developmental criteria, but on redistributive, political considerations.?! The
MC tended to endorse what had already been decided upon. Thus, this forum, the
expression par excellence of the principle of partnership, was reduced to a body of
endorsement of decisions already taken.

Confirming the general rule observed above, partnership in Thessaly also seems to
have been impinged upon owing to the ‘written procedure’. This extensively replaced
the formal decision-making process with the aim of speeding up the operation of
the ROP. It seems that the ‘written procedure’ has worked very effectively in Thess-
aly. As pointed out, there has almost never been a refusal on the part of either the
Ministry or the Commission to adopt proposals from the Region submitted in the
context of the ‘written procedure’. This is again attributed to the very good level of
communication between the three tiers,?? though local-level and private actors were
not part of this process.

Given that in both the ‘technical committees’ and the ‘written procedure’, lobbying
on the part of local government almost never reached the Commission,?3 it has been
convenient for the central level of government (mostly the Ministry of National Econ-
omy) to use the presumed veto of the Commission as a pretext in order to turn down
proposals from local self-government authorities (LSGAs) and other implementation
agents. If dialogue had taken place in the context of formal transparent procedures,
with all partners involved present, it would have been difficult and politically costly,
whereas in this case the Commission was used as a scapegoat.? The argument goes
that proposals rejected in this context did not meet the criteria and the proposing
agents were using political pressure in order to bypass them. But even if this applied
in all cases, which would mean that at least efficiency was served at the expense of
transparency and partnership, this practice still allowed ample margin for misuse.
It is, furthermore, clear evidence of the concentration of power towards the upper
levels of government. Furthermore, the inadequacies of the State at the central level
made the Commission’s role far more important and interventionist.?

Public-works production and new tools

The new Technical Fiche, Ministerial Circular No. 2 and Technical Consultants
There have been contradictory statements regarding the new, sophisticated TF. On
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the one hand it has contributed to rationalisation and has made project-selection
more transparent. On the other hand, it has placed additional pressure on the LS-
GOs that were already unable to deal with the existing far simpler form of TF. As has
been argued, there is no doubt that this has been an important step towards the
rationalisation of project-selection with a significant impact on clientelist practices,
but the issue of LSGOs’ incapacity should have been addressed before their intro-
duction. In most cases, the merger of LSGOs, which occurred long later after the
introduction of the TF, did not produce new strong entities, while national resources
for LSGO organisational needs continued to be insufficient.?®

Similarly, Ministerial Circular No. 2 has been another instance of a challenge for
both the clientelist system as well as LSGOs’ capacity. Its sudden introduction,
though project implementation had already begun under the previous regime (Law
1418/84), caused a strong reaction and great confusion. Indicative of the turmoil
it created in the network of PW production, and presumably among the ‘solutions’
adopted by interested actors to cope with the new measure, is the fact that it has
not been possible to access data regarding percentages of compliance with the cir-
cular.?” The following example, which has been the only accessible relevant piece
of information, is however indicative of the nature of the problems created by the
application of the circular:

A project for a school that had started under the old regime included a swimming
pool, the cost of which was not accurately estimated in the initial budget for the
project. The intention was to revise the budget during the course of implementation
and thus cover the cost of the swimming pool. But the introduction of the ministe-
rial circular prevented the implementation agency from completing this scheme. No
further details were provided.

20 Interviews with staff members of ROP Thessaly MC and those responsible for ROP sub-programmes
during the 1st and 2nd ROPs, July 2000.

21 Interviews with local-government authorities of the Region of Thessaly, July 2000 - October 2001, and
the ROP Thessaly Programme Manager, July 2000.

22 Interviews with staff members from ROP Thessaly MC, and Thessaly Region staff members responsible
for sub-programmes during the 1st and 2nd ROPs, July 2000.

23 This was confirmed in an interview with a non-Greek European Commission official, October 1998.

24 Interviews with staff members of ROP Thessaly MC, July 2000.

25 The Commission’s major contribution to the planning process was confirmed by all the interviewees.
26 Interviews with Thessaly LSGO political and administrative personnel, July 2000 — October 2001.

27 It is characteristic that at all levels actors refused outright to provide data or found subtle excuses for
not doing so, treating the issue as ‘classified’. It has been stated that ‘wherever it has been possible to
avoid application of the circular, it was not applied after all’. Interview with a mayor in Magnesia-Thessaly,
July 2000.
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The technical consultants were established to make sure that new forms of the TF
and the later Circular No 2 were applied. They were seen at the beginning as intrud-
ers by the secretary-general and as a threat by the implementing agents, but more
particularly by the contractors. As characteristically noted, they “stirred up calm
waters”, meaning that they directly challenged the interests of the PW production
network as a whole, which caused real turmoil.?®

As noted before, the technical consultants were answerable to the Ministry of Na-
tional Economy, and as such their loyalties did not lie with the region. Indeed, as
illustrated in the case of Thessaly, there have been problems resulting from their
refusing to abide by the organisational rules of the region, as directly answerable
to the Ministry of National Economy. Moreover, there have been tensions between
technical consultants and MOU staff due to overlapping competencies. An incidence
of this has been the antagonism over control of the new management information
system (MIS) established in the region in 1999. Just like the friction between the
programme manager and MOU, external actors have competed for power and influ-
ence within the region.

Apart from the fact that all these bodies did not really enhance the region’s or-
ganisational and managerial capacity as a developmental entity, there has been a
negative impact of this external matrix on programme efficiency. The fact that the
various actors did not acknowledge the secretary-general of the region as their sole
superior made their co-ordination by the latter difficult and had consequences.

Social and economic partners, social capital, empowerment of the region.

The importance attributed by the Commission to the social and economic partners
playing a significant role in the empowerment of the regions is revealed in the spe-
cial provision included in the CSF for 1989-1993. More specifically, it was provided
that ‘a priority objective should be to improve the efficiency of the productive sector
and semi-public regional bodies (chambers of commerce, trade organisations, local
authorities etc.) by providing high-level training and attracting, recruiting and pro-
moting exchanges between highly-qualified and experienced managers’ (European
Commission, 1990: 21).

For the application of the above provisions, two measures were included in the 1st
ROP Thessaly aiming at the creation of agencies that would provide technical sup-
port, promote financial engineering and prepare studies, e.g. for new markets, with
a view to supporting small to medium size enterprises (SMEs) in the Region. The fi-
nancial commitment of these measures did not exceed 4-5% of the overall financial
commitment of the ROP, yet absorption was next to zero, with repeated transfers of
resources to other traditional-type measures (Economou, 1994). The success of the
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measures largely depended on the response of the SMEs which, however, showed
indifference, despite the fact that the measures were aimed at upgrading their ca-
pacity. As a result they were not activated (Ypodomi, 1993).

As argued by the evaluator, this was due to lack of the necessary means, not only
in terms of finance but also infrastructure and trained staff.?° The same has been
confirmed by presidents of the Commercial Chamber of Thessaly and the Associa-
tion of Industries of Thessaly regarding participation in the planning process of the
ROPs. It was argued that ‘owing to a lack of financial and human resources as well
as technical infrastructure, the social and economic partners are not in a position to
submit mature proposals’.3® In addition, it was admitted that the regional chambers
relied to a great extend on the central associations for the proposals they make in
the context of development plans.3!

Popular distrust towards the obsolete State was also acknowledged as a factor con-
tributing to the unresponsiveness of the social and economic groups of Thessaly to
the regional development process.

It is argued here that social-capital aspects, such as the organisational paucity of
the social and economic partners, the poor interaction between the latter on the one
hand and public-sector actors on the other, the indifference of social and economic
actors resulting from distrust to an obsolete and unreliable State, the dependence
of regional chambers on their central associations regarding proposals for devel-
opmental planning, account for ROP inefficiency that is directly related to the on-
going incapacity and dependence of the region on the central State. Regarding the
particular dependence of regional chambers on their central associations, it shows,
when analysed, other traditional features of social and political organisation. More
specifically, the entanglement of intermediate bodies by the State and their control
through union leaders who have a personal interest in retaining this mode of in-
terest aggregation and articulation, linked to the reliance of regional chambers on
central associations, suggests an absence of social control over the regional devel-
opment-policy process by social actors of the region in the interest of the region.

28 This has been widely reported. Interviews with ROP Thessaly evaluator, ROP Thessaly programme-man-
ager, and LSGO administrative and political personnel, July 2000 - October 2001.

29 Interview with ROP Thessaly evaluator, June 2000.

30 Interview with President of the Pan-Thessalic Association of Industries, July 2000.

31 Interview with President of the Chamber of Commerce of Thessaly, July 2000.
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These factors considerably restricted the prospects for empowerment of the region,
the LSGOs and the social and economic partners, and consequently the quality of
the principle of partnership.

Conclusion

The introduction and further enhancement of the principle of partnership in the 1988
and 1993 revisions to structural funds viewed the empowerment of subnational tiers
in terms of administrative and developmental capacity as well as the inclusion of
private actors in the preparation and implementation of programmes.

Through the ‘institutionalisation of consultation’, the coordination of the various ac-
tors and the infusion of the expertise and knowledge of all levels of governance was
expected to achieve efficiency, which was the main goal, while also meeting idealis-
tic aspirations for grassroots democracy.

The research goal of this study has been to find out whether and to what extent
the application of the principle of partnership during the first two CSFs for Greece
induced changes in the domestic regional-policy process and the relations between
the various levels of governance. The research has shown that there was a tendency
towards preservation of the existing centralised system of governance as opposed
to the dispersion of powers dictated by the principle of partnership. Furthermore,
owing to the endemic weakness of the Greek administration and the low degree of
negotiating power on the part of the Greek government, there have been rigorous
interventions by the Commission at the expense of the principle of partnership. The
Commission’s dynamic action, justified to a certain degree by its responsibility to
assure efficiency in the implementation of policies, following the strong resistance of
Greece to abide by Community rules, resulted nonetheless in a further concentration
of power infringing upon the spirit and the letter of partnership.

There is a lot of truth in the argument that the idea of the ‘structured dispersion of
power’ along the lines of partnership and shared responsibility, which has been the
foundation of American state-building, could not serve as a basis for European uni-
fication, since state theories in Europe emphasis