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Abstract

This thesis examines the alignment of the Flanders European Regional Development
Fund (ERDF) work programme with European Union objectives, focusing on the 2014-
2020 period, and evaluates through document analysis the extent to which it aligns with
the Europe2020 strategy and ERDF regulations. With regards to the Europe2020 strategy,
this thesis focuses on thematic alignment of objectives and the achievement of targets by
2020. In the case of the ERDF regulations, the focus is on the thematic alignment of the
objectives and the earmarking requirements of resources. Lastly, the four main priority
axes in the Flanders work programme are analysed to determine if the concrete
achievements support the alignment with EU-level objectives. The analysis demonstrates
substantial alignment of the ERDF in Flanders with European Union objectives and
regulations. This alignment is underscored by achievements of the work program,
particularly in innovation and energy efficiency. However, analysis has shown that some
sectors require improvement, such as sustainable transportation and non-ETS industry
emissions. The overall findings underscore the effectiveness of the ERDF in driving
regional development and provide insights for future policy-making in Flanders.
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Introduction

The European Union's Cohesion policy aims to reduce economic and social disparities
between regions, promoting harmonious development across member states. At the heart
of this policy is the European Regional Development Fund (ERDF), which is a fund that
supports regional development initiatives that align with broader European Union (EU)
strategies, such as the Europe2020 strategy. Europe2020 emphasizes smart, sustainable,
and inclusive growth, setting ambitious targets for 2020 in employment, innovation,
education, social inclusion, climate and energy'. In 2021 the EU started a new
programming period which will run until 2027. In this programme the EU allocated €376
billion for Cohesion Policy, which represents a significant portion of the EU’s total
budget®. Cohesion policy in the EU is extremely relevant in the 2024 political context.
Potential new member states such as Moldova or Ukraine are significantly
underdeveloped compared to EU member states’. Furthermore, Ukraine is currently
engaged in a destructive war with its neighbour Russia. If these countries join the Union,
the gap between the least and most developed region will widen significantly and
Cohesion policy can play a crucial role in fostering economic convergence in the Union.

On a macro-level, cohesion policy has created improvements in bridging the development
gap in the last decade. The eight cohesion report*, published by the European Commission
in 2022, found that Cohesion investments have resulted in a 3.5% reduction in the gap
between the 10% least developed regions and the 10% most developed regions since
2001. The report also highlighted that the cohesion funds as a share of public investments
have been rising steadily over the last decades, reaching 52% in the 2014-2020
programming period, indicating the growing role the Cohesion funds play in public
investments. However, while the overall development gap has decreased, regional
disparities in employment and innovation have grown. Additionally, overall convergence
in numerous middle-income regions and less-developed regions have stagnated or
declined all-together”.

The apparent slump in important convergence indicators raises questions regarding the
effectiveness of the EU’s Cohesion funds, especially in light of its crucial role if the
European Union expands in the coming years. To examine the Cohesion funds, academics
often policy analysis as a primary tool. Policy analysis involves examining government
actions, such as laws and regulations, using various methods like quantitative research,

! European Commission, Communication from the Commission Europe 2020 A strategy for smart,
sustainable and inclusive growth, (COM(2010) 2020 final), Brussel, 2010.

2 Directorate-General for budget, The EU’s 2021-2027 long-term budget and NextGenerationEU
(Luxembourg, Publications Office of the European Union, 2021), 3

3 Miriam Kosmehl, and Stefani Weiss, Outlier or not? The Ukrainian economys preparedness for EU
accession ( Germany: Bertelsmann Stiftung, 2023) , 56.

* European Commission,” Communication from the Commission to the European Parliament, the Council,
the European Economic and social committee and the committee of the regions on the 8th Cohesion Report:
Cohesion in Europe towards 2050” (SWD(2022) 24 final, Brussels, 2022.

5> European Commission, Communication from the Commission on the 8th Cohesion Report, 1.



discourse analysis, and citizen fora®. This thesis focuses on policy documents, which
outline the goals, criteria, structure, and resources that form the framework of policies.
These documents are crucial for understanding how policies are shaped and implemented.
Through thorough document analysis of EU policy documents, this thesis aims to answer
to what extent the Flanders 2014-2020 European Regional Development Fund (ERDF)
work program (which can be considered the framework for the regional implementation
of the ERDF in Flanders) corresponds with European Union economic policy objectives,
which are part of EU strategies such as the Europe2020 strategy or EU legislation such
as the ERDF regulations. Examining this alignment offers insights into how the policies
of national or regional governments contribute to the success or failure in achieving EU
objectives.

Flanders is a region with a strong economy but is facing specific economic and social
challenges. Notably, these include an entrepreneurship rate under the EU-average and
underperformance on Europe2020 climate objectives’. The Flemish government has
implemented its ERDF work programme for 2014-2020 with the intent of aligning closely
with EU objectives. The combination of rigorous reporting together with the clearly
defined economic and social challenges that were to be solved by 2020, makes Flanders
an ideal region for analysis. In sum, this thesis explores the degree of policy alignment
through a document analysis, focusing on to what extent the Flemish programme's
priorities and outcomes correspond with the strategic goals set by the EU.

The focus of this thesis lies on the European Regional Development fund (ERDF) in
Flanders. The ERDF is one of the cornerstones of regional development in the EU.
Together with the Cohesion fund it aims to reduce economic and social disparities
between the regions of the European Union. But since the Cohesion fund is only
accessible to Member states that have gross national income (GNI) per capita below 90%
of the EU-27 average, Flanders does not qualify for this fund. The GNI of Flanders
measured, according to OECD data from 2014, 42 702.70 euro per capita, which was well
above the EU-27 average of 34 536.34 euro per capita®. As a result, the scope of this thesis
is limited on the development fund which Flanders has access to, namely the ERDF. The
analysis focuses on the alignment of the 2014-2020 Flanders ERDF work programme
with European Union strategies and legislation. The specific objectives of the analysis
are:

* to examine the extent to which the strategic objectives and priorities of the Europe2020
and ERDF legislation have been incorporated into the work programme.

* to understand whether the specific requirements of the Europe2020 and ERDF
legislation have been met.

¢ Mayer 1.S., van Daalen C.E., Bots PW.G., “Perspectives on Policy Analysis: A Framework for
Understanding and Design,” Public Policy Analysis. International Series in Operations Research &
Management Science, vol 179 (2013): Abstract.

7 Flemish Region of Belgium, Operationeel Programma "Investeren in groei en Werkgelegenheid"
Vilaanderen 2014-2020" (4th Version: 2014BE16RFOP002, Brussels: VLAIO, 2021), 14-16.

8 OECD, “Gross national income (indicator),” (2024). doi: 10.1787/8a36773a-en (Accessed on 08 June
2024)



* to analyse to what extent the results of the work program, as shown through output
indicators, support this alignment in practice.

The thesis commences with a general review of the ERDF, with a special focus on
evolving ERDF legislation and EU economic strategies, which will be the basis for
examining the alignment in later chapters. Alignment will be assessed through analysing
potential links between the EU documents and Flanders’ work programme. Concretely,
this will mean analysing the representation of EU-level objectives and priorities in the
regional document. Lastly, this thesis will assess the output indicator results for this
financial framework period in order to assess whether there has been achievements in
practice towards the EU objectives and priorities, which in turn underscores alignment
with the thematic EU objectives.

This thesis does not analyse the indicators themselves, how they developed over time and
what are their strengths and weaknesses. The study of ERDF indicators for the 2014-2020
program has been covered extensively by Nigohosyan and Vutsova’. For relevant
indicators, this thesis will not attempt to differentiate between the achievements due to
the Flanders ERDF work program or other investment programs that may have taken
place during the same period. This thesis will be limited in scope to a document analysis,
providing a deep understanding of the extent these documents are aligned and an analysis
of indicator output data which will provide an understanding of success in practice and
of the extent the achievements support the thematic alignment of objectives.

° Daniel Nigohosyan and Albena Vutsova,” The 20142020 European Regional Development Fund
Indicators: The Incomplete Evolution,” Soc Indic Res 137, (2018): 559-577.



Literature Review

The effectiveness of the Structural Funds in the European Union (EU), and before in the
EEC, has been a topic of significant scrutiny since its very conception, including both
studies that examine the impact on specific regions such as by Buonaiuto!®, who
conducted a comparative analysis between the European Regional Development Fund’s
(ERDF) impact on Tuscany and Campania, or on specific projects such as by Zdolec et
al.!!, which investigated an ERDF project upgrading cheese production in Croatia.
Additionally, there have been broader studies considering the wider impact of structural
funds, such as a study by Ivascu on the role of the European Structural funds in economic
development'?. The funds that have witnessed the most scrutiny are the European
Regional Development Fund (ERDF), which has the goal of strengthening the territorial,
social, and economic cohesion in the European Union, the European Social Fund Plus
(ESF+), whose purpose is to promote social cohesion in the EU, and finally the Cohesion
fund (CF), which is specialized to support the least prosperous member states in
environment and transport development. Together, these funds add up to approximately
360 Billion euro for the 2021-2027 financial framework, and around 20% of the total
European Union budget. It is this significant financial weight of the funds that
encouraged critical assessment on the effectiveness of these funds in reaching their goals.
Effectiveness is defined by the OECD as “The extent to which the intervention achieved,
or is expected to achieve, its objectives, and its results, including any differential results
across groups.”’', with the addendum that the importance of results and goals need to be
taken into account when conducting effectiveness assessments. In terms of this thesis the
objectives used to indicate effectiveness will be the strategic objectives of the funds, as
mandated by the European Commission and the member states, and their representation
in member state work programs.

Analysing policies usually revolves around a central question, generally something
similar to: ‘does this policy work as intended, and is it worth it? Using a document
analysis such as this paper strives to do is one way to get closer to that answer. When it
comes to a fund as sizable and complex as the ERDF it is very difficult to have a single
complete analysis determining whether the fund was overall a success or not. Therefore
there are many studies that focus on the different aspects of analysing policy, all with
different methods and methodologies, and often also different conclusions. When it
comes to assessing the ERDF there is no better starting point then an analysis that goes
to the heart of the ERDF’s mission, namely whether it actually decreases the development

10 Alessandra Buonaiuto, “ Are the European Regional Development Fund and the Italian National
Recovery and Resilience Plan contributing to reduce intra-regional disparities? A comparative analysis of
Campania and Toscana,” (Master’s Thesis, Universita degli Studi di Padova, 2023).

! Zdolec Nevijo et al., “Upgrading the cheese production in Croatia by using medicinal and aromatic herbs
— an example of the European Regional Development Fund project CEKOM 3L1J,” University of veterinary
medicine and pharmacy in Kosice, (2023).

12 Cosmin Ivascu, “The Role of European Funds in the Economic Development,” Romanian Economic
Journal vol. 24, no. 79 (2021): pages 75-89.

3 OECD, dApplying Evaluation Criteria Thoughtfully, (OECD Publishing, Paris, 2021), 52-53.
https://doi.org/10.1787/543e84ed-en.




gap between member states. Wise and Croxford '* examined the effectiveness of the
ERDF in terms of its capacity to close the gap between the rich members of the European
Union (at that time called the European Economic Community) and the poorer members.
The authors were sceptical of the effectiveness of the fund, highlighting four major issues.
Firstly, the fund was not sizable enough to make a significant difference in closing the
development gap between EU member states. By 1985 (two years before the paper was
written), the ERDF was still less than 0.1% of the EEC’s GDP'>. While this might still
be a considerable sum by most standards, the budgets that national governments allocated
for regional development dwarfed the ERDF. This indicated that development was still
very much considered a national responsibility at the time, to the detriment of member
states that did not have the financial means to invest in development at the same level as
richer EU member states.

However, the report found that these national development budgets have failed to
facilitate a significant change in spatial patterns of wellbeing, and therefore it is unlikely
that the ERDF, with its smaller budget extra bureaucratic layer, will succeed where these
larger programs have failed . Second, the resources provided by the ERDF were often not
truly additional to those already available from national budgets. The authors argue that,
contrary to the intention of the European Commission, member states often used ERDF
resources to replace development funding in their national budgets. In such circumstances
the additionality of the ERDF is more an illusion than a reality, and cannot deliver on the
goal of lowering the development inequality gap. Third, the ERDF funds are not
sufficiently being concentrated in the poorest areas of the EEC. From 1975-1985, 22% of
ERDF expenditure was in countries which have GDP per capita above the EEC’s average.
The insistence of rich countries to have a significant part of the ERDF budget allocated
to themselves fosters the criticism that the ERDF’s resources are not flowing to the areas
in greatest need. Finally, Wise and Croxford argue that the nature of ERDF projects are
too uncoordinated and scattered in a way that hinders the fund’s effectiveness. Grants
have been often allocated to individual and unconnected projects, without consideration
for an broader and long term development strategy. This has been a source of frustration
for the European Commission who have advocated for a more long-term and coordinated
approach to ERDF investment, based on local ideas for development.

The macro-economic approach and analysis of Wise and Croxford can only pinpoint
issues that are visible from a macro-economic perspective. But this is only one part to
understanding the complexities and challenges that the ERDF face. A closer look on the
implementation of ERDF projects can provide additional insights, but requires a different
method. In 1995, Mcaleavey evaluated the effectiveness of the ERDF by developing a
model of policy implementation as ‘incomplete contracting’'®. The model of incomplete

14 Mark Wise and Gregory Croxford, “The European Regional Development Fund:
Community ideals and national realities,” Political Geography Quarterly 7, no. 2 (1988): 161-182.

15 European Commission, Eleventh Annual Report to the Council by the Commission: European Regional
Development Fund, (COM(86)545 final, Brussels, 1986), 9.

16 Paul Mcaleavev, “ Policy Implementation as Incomplete Contracting: The European Regional
Development Fund,” (Phd thesis, European University Institute, 1995), 69.



contracting relies on an analysis where the role of the ‘contract’ is placed central. The
author conceptualizes a contract (in the context of the ERDF) as an agreement among the
member states, the European Commission, and regional partners to execute a regional
economic development program.

The strength of this model is that it allows for a deep understanding of the power-relations
in the partnerships of the programs. Focusing on the actors that shape the contract, the
implementation, and the monitoring, aids in gaining insight in the complexity that are the
ERDF partnership frameworks. The author points out that all contracts are by nature
‘incomplete’, as it is arguably impossible to consider all the issues and eventualities that
might arise in the development of the projects. This means that the contract needs a certain
amount of flexibility and leeway for actors to amend and adapt to challenges. Hence, an
incomplete contract. By analysing the preparation, enforcement/monitoring, and
implementation of development projects (or ‘contracts’), the paper identifies key areas
where the ERDF has underperformed, which in turn hindered its effectiveness as a policy
tool for diminishing regional inequalities.

Mcaleavey’s model was based on three key features. Firstly, the significance of
governance structures in such projects. Governance structures and their relation to
economic development were still under-researched in the 1990°s as the role of institutions
in coordinating different actors to accomplish economic tasks were not a focus in the neo-
classist economic theory. Governments and other organizations were treated as black
boxes, where decisions were taken for optimal effects which are based on their
environment. To provide an example, a firm would be viewed as operating in a market
environment, and therefore would take decisions which maximise profitability, but with
less consideration given to the internal structures mechanisms that shape their behaviour
as well. Mcaleavey, however, drew on economic neo-institutionalism to develop his
model. Economic neo-institutionalism focuses on how institutional arrangements shape
economic processes, which is a theory that often lies at the heart of research into the
ERDF or the ESF. Secondly, the model considers the transaction costs that are associated
with any form of contractual arrangement. By analysing the transaction costs in his model,
Mcaleavey evaluates the role of the European Union as an economic organization in
providing coordination and motivation. Which are the two variables that encompass the
transaction costs according to Milgrom and Roberts.!” Lastly, the nature of incomplete
contracting implies that contracts need a certain degree of adaptability in order to
overcome future obstacles. Mcaleavey succinctly compares this to “bridge-crossings”.
The English language has the saying ‘We’ll cross that bridge when we come to it’, which
has relevance to the concept of incomplete constructing. The saying implies that at some
point in the future it is likely that a ‘bridge’ needs to be crossed. Meaning it is unlikely or
unrealistic to have detailed agreements that can foresee all the future bridges and
incorporate these in the contract preparation.

By analysing the ‘nature’ of these contracts, it is possible to assess the adaptability of
ERDF projects when facing challenges. The author’s findings showed that EU has taken

17 Paul Milgrom and John Robert, Economics, Organization and Management (Englewood Cliffs: N.J.:
Prentice Hall, 1992).
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steps which also addressed several of the challenges identified by Wise and Croxford
(1988). ERDF reforms not only saw a concentration of resources on the most seriously
disadvantaged regions, but also to increase the effectiveness of the implementation of
projects on a regional level. The extent to which these reforms were effective is however
disputed by the author. While the size and concentration of resources where indeed better
focused on regions with the greatest needs, the problem of ‘absorption’ remains.
Absorption refers to the capacity of member states to spend resources in an effective
manner. The issue of absorption is still a significant challenge for the implementation of
investment programs in the EU. In a 2023 study, the European Commission found that at
the end of the 2013-2020 financial programming period, only 52.5% of the structural
funds allocated to that period had been paid to the member states.'® Mcaleavey argues
that absorption of ERDF funds were a significant challenge in several southern member
states, and this in part can explain why even as the size of the ERDF has increased,
regional disparities have as well.

When analysing the steps that the EU have taken to resolve the challenges that plagued
the ERDF in the last decades, the impact indicators used by the Commission to asses
effectiveness are a crucial component. Nigohosyan and Vutsova!® analysed the ERDF
indicator system, how it has evolved, and whether the significant overhaul that the ERDF
had for the 2014-2020 program period was successful in tackling well-known issues. The
paper uses logic models and case-studies in order to analyse and asses if the new ERDF
intervention logic solved issues or even created more of them. Logic models are
frameworks that show the logical relationships between program inputs, activities,
outputs, outcomes, and impacts. They help clarify the intended pathway of change and
which were the essential assumptions to achieve it.?° Logic models are often described as
road maps for change, serving as a structured and visual method to show how the
resources available for a program, the planned activities, and the expected outcomes are
linked with each other. This approach shows the causal relationships between the inputs,
activities, and the expected changes or results?!.

The paper recognises the changing nature of the European Commission’s approach
towards logic models. For the 2000-2006 financial period the Council of the European
Union mentioned the critical role that indicators play for the monitoring of the ERDF, and
the Commission identified them as: output, results, and impacts. The Commission argued
results to be the direct immediate effects on the direct beneficiaries of the actions, while
impacts refer to the effects beyond the scope of results.

8Andrea Ciffolilli et al., Absorption rates of Cohesion Policy funds (European Parliament, Policy
Department for Structural and Cohesion Policies, Brussels).

19 Daniel Nigohosyan & Albena Vutsova, “The 2014-2020 European Regional Development Fund
Indicators: The Incomplete Evolution,” Social Indicators Research: An International and Interdisciplinary
Journal for Quality-of-Life Measurement vol. 137, no. 2, (2018): 559-577.

20 WK. Kellogg Foundation, “Logic Model Development Guide,” W.K. Kellogg Foundation, 2004.
Retrieved from https://www.nj.gov/state/assets/pdf/ofbi/kellogg-foundation-logic-model-development-

2L'W K. Kellog Foundation, “Logic Model Development Guide,” 1.
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The indicator systems of the 2000-2006, and the 2007-2013 periods where very similar
due to a lack of political guidance on the development of indicators. The approach for the
2007-2013 programming period was unexpectedly vague on the concept of indicators.
The Council of the European Union only briefly mentioned financial, output and result
indicators in its 2006 general provisions regulation?” and does not expand on the concepts
in the ERDF regulation of 2006. In 2007 multiple member states, notably Italy and Spain,
resisted the reforms out of fears concerning the potential increase in administrative
burdens and the practical difficulties of implementing standardized indicators®. As a
consequence, indicators did not change significantly for over a decade, providing ample
opportunities for evaluation studies of which the large majority were critical of the current
system’s effectiveness. In a report on pilot tests of result indicators, which was conducted
by the Directorate-General for Regional and Urban Policy (DG REGIO), numerous
challenges were found, including?*:

e Program objectives were too broad and the result indicators did not capture the
direct effect.

e The use of general indicators made it difficult to measure results.

e There was often no clear correlation between the different levels of indicators,
including output and result indicators.

In order to address the above issues (and more), the European Commission modified the
indicator system for the 2014-2020 programming period, adjusting the notion of 'impact
indicators'. The Common Provisions Regulation (which is the regulation that governs the
EU structural funds) outlines three types of indicators: financial indicators linked to
allocated expenditures, output indicators concerning supported operations, and result
indicators associated with the priority of the project’>. During the 2014-2020 period,
impact is explained as the change attributable to an intervention?’. Consequently, the
'impact/long-term result' indicators from the 2007—2013 intervention logic were left out
from the European Regional Development Fund (ERDF) indicator system. This
programming period emphasized results, requiring programs to state the intended changes
of projects.

But, as Nigohosyan and Vutsova®’ concluded, this new system experienced numerous
issues. Concretely, the issues include: variations in indicator concepts across Structural
funds, inconsistencies in common output indicators, challenges in attributing a program's
impact on results, ongoing struggles in defining target values for results, and the presence

22 European Union, “Regulation 1083/2006 on General provisions of the ERDF,* 46.

23 Taranu, Folea, Cocosatu, “Cohesion Policy instruments. Cohesion Structural Funds (CSF) 2007 - 2013
and European Structural and Investment Funds (ESIF) 2014 - 2020 absorptions in EU member countries,”
Revista de Economie Mondiala, 8,1n0.4 (2016): 56 — 69.

24 European Commission, Results indicators 2014: Report on pilot tests in 23 regions/OPs across

15 MS of the EU, (2013).

25 Note: Output and result indicators will be used extensively as part of the analysis in chapter three.

26 Buropean Commission, The New Programming Period 2007-2013. Indicative guidelines on evaluation
methods: Monitoring and evaluation indicators Working Document No. 2, Brussels, (2006).

27 Nigohosyan and Vutsova,” The 20142020 ERDF Indicators: The Incomplete Evolution,” 573-575.
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of broad result indicators with indirect links to interventions hinder the effectiveness of
indicators in assessing the impacts of the ERDF.

A completely different approach from the ones above, which look at economic or output
data, is the method adopted by Holstrdm?®. The study investigates the alignment between
the EU’s regional Growth policy and existing academic literature. The author opted for a
qualitative approach, starting with an in-depth review of 16 academic articles on
economic growth and its drivers in the European Union. This was followed by a policy
analysis comparing the drivers identified in the literature with the priorities of the
structural and cohesion funds policies. His research was limited to the European Regional
Development Fund (ERDF), which the author considers the main Structural fund, and
showed that from the eleven of the ERDF’s investment priorities, seven correspond well
or fairly well with the results found in the literature review. The author also notes that the
from the four ‘main’ investment priorities, three have found their way into the literature.
This allowed the author to conclude that from an academic point of view, the ERDF has
resulted in the desired outcomes such as economic growth and convergence. Significant
examples are achievements in enhancing the competitiveness of SME’s and strengthening
innovation. However, the author also found that the ERDF has struggled in priorities that
were of a more environmental or social nature such as the promotion of climate change
adaption, promotion of social inclusion, or combatting poverty and discrimination.

The literature on the effectiveness of the ERDF provides a comprehensive overview of
the fund's historical and current challenges. Studies like those of Wise and Croxford?’
highlight significant issues such as the insufficient size of the fund, lack of true
additionality, and the misallocation of resources. These macro-level analyses underscore
structural problems that hinder the ERDF's capacity to reduce regional disparities
effectively. Additionally, Mcaleavey's®? exploration of policy implementation through the
lens of incomplete contracting offers a deep understanding of the complexities in
governance and the importance of a flexible approach to the preparation of projects.
Furthermore, the study by Nigohosyan and Vutsova®' of the ERDF indicator system
highlights the evolving nature of impact assessments, identifying significant issues such
as broad program objectives and the challenge of linking indicators directly to outcomes.
Finally, Hallstrém*®’s literature review and policy analysis identified areas of
convergence between academic literature and EU Cohesion policy, allowing the author to
draw conclusions on effectiveness and success of the ERDF in creating economic growth
and economic convergence.

One fact that is clear from the research and studies on the ERDF, is that the program has
significant imperfections which needed to be resolved. Whether you adopt a macro-

28 Jonas Hallstrom, “Is the EU Structural Fund creating Economic Growth?” (Bachelor dissertation, UMEA
University, 2019), p19.

29 Mark Wise and Gregory Croxford, “ The ERDF: Community ideals and national realities,” 161-182.

30 Paul Mcaleavev, “Policy Implementation as Incomplete Contracting: The European Regional
Development Fund,”87.

31 Daniel Nigohosyan & Albena Vutsova, “The 2014-2020 ERDF Indicators: The Incomplete Evolution,”
559-577.

32 Jonas Hallstrém, “Is the EU Structural Fund creating Economic Growth?”, p19.
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perspective, or analyse the implementation process up close, the ERDF struggles to
achieve its principal goal of closing the development gap in the European Union. With
new candidate member states such as Ukraine, Moldova, and Georgia, being expected to
join the European Union in the coming years (or decades); the effectiveness of the ERDF
is gaining increased scrutiny and importance, as it will play a crucial role in ensuring
balanced regional development and cohesion within an expanding EU.

However, despite the valuable insights these studies offer, there are notable gaps in the
literature, particularly concerning the specific regional context of Belgium. Despite the
importance of the ERDF in regional development, academic research on the ERDF’s
effectiveness, especially for recent financial framework periods and local regions, is
lacking. Most studies focus on broad, EU-wide perspectives or on specific regions such
as Tuscany or Campania. This indicates a gap in the research that examines how the
ERDF functions within the unique socio-economic and political landscape of Belgium.
In Belgium, the responsibilities for the implementation of ERDF projects are delegated
to the regions, one of which being Flanders. Furthermore, the structure of the ERDF is
such that the success of national governments (or regional governments in devolved
countries) in effectively implementing the projects and ensuring alignment with the policy
objectives of the ERDF are crucial for overall success. While the macro-economic
critiques and the implementation analyses provide useful frameworks, they struggle to
capture specific local dynamics that influence the fund’s effectiveness in Flanders. While
Nigohosyan and Vutsova's analysis of the ERDF's indicator system reveals important
systemic issues, it is necessary to investigate how these indicators are applied and
interpreted at a regional level, such as in Flanders, as interpretation or diligence in the
implementation of indicators can differ across regions.

In conclusion, while the existing literature provides a strong foundation for understanding
the challenges and successes of the ERDF in an EU-wide context, there is a clear need
for more localised studies that consider the specific context of Flanders. Addressing these
gaps will not only enhance the theoretical understanding of the ERDF's effectiveness but
also provide practical insights for policymakers and civil servants in Flanders.
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Chapter 1 : The European Regional Development
Fund

Since the early 2000’s, the EU has strived to streamline the several funds focusing on
regional policy. This resulted in the overall framework of the European Structural
Investment Funds (ESIF). This framework currently incorporates five funds: the
European Regional Development Fund (ERDF), the European Social Fund Plus (ESF+)
, the Cohesion Fund, the European Maritime and Fisheries Fund, and the European
Agricultural fund for rural development 3.

The European Regional Development Fund was established significantly later than most
other funds, such as the ESF, which were founded in 1975 and 1957 respectively. The
economic imbalances in the European Economic Community (currently European Union)
where a significant issue threatening the functioning of the single market. The first EEC
enlargement in 1973 saw the inclusion of Ireland, the United Kingdom and Denmark.
Around the same time, the EEC also experienced the first oil shock, a consequence of
Western support to Israel in the Yom Kippur war®*. These crisis revealed the need for a
common redistributive policy that would help less developed members develop and be
able to compete better with the larger economies in the single market. Especially Ireland
and the United Kingdom were insistent on the creation of the fund as Ireland was
struggling with how their comparatively low-developed economy would compete with
the larger economies of continental Europe and the UK had additional concerns regarding
the significant and asymmetric agricultural subsidies that were provided to member states.
Therefore, a precondition to agreement for joining the Community was the creation of a
regional policy that would act as a redistributive policy, ensuring that less economically
competitive members would still benefit from the single market and would not fall
behind?>>3¢,

When the ERDF was created in 1975 it was thus an instrument of redistribution. The
ERDF hoped to achieve this redistribution through productive investment, infrastructure,
and the fostering of SME’s in the less-developed regions of member states. Over the years
the ERDF underwent multiple reforms and budget changes. To illustrate, with the
accession of Greece, Spain and Portugal in the 1980’s, regional disparities were
significantly exacerbated. This is visible by looking at the impact of these countries
joining the EEC. Pre-accession the EEC-10 had a population of around 270 million and
a GDP of 2 187 million US$ (1986), which leads to a GDP per capita of 8000 US$ (1986).
When the new territories joined the EEC the population increased drastically, rising to
approximately 320 million people, but the GDP per capita decreased to 7696 US$ (1986),

33 Victor Forte-Campos and Juan Rojas, “Historical Development of the European Structural and
Investment Funds,” Economic Bulletin 3:4, (2021).

3% Emmert, Petrovi, “The Past, Present, and Future of EU Enlargement,” Fordham International Law
Journal, Volume 37:5,(2014): p19.

35 Etienne Deschamps, “ L'adhésion du Royaume-Uni aux CE, “ Centre Virtuel de la Connaissance sur
l'Europe, (2017) : 5

36 Sandy Dall’Erba, “European Regional Development Policies: History and Current Issues, ” European
Union Center 2, No. 4 (2003): 5-6.
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indicating a rising development gap between member states and creating a need for an
ERDF with an expanded budget and scope. Consequently, the 1989-1992 Delors I
package contained double the amounts allocated to the structural funds compared to
before, reaching ecu 18.3 billion in 199237 In 1988, there was the growing understanding
that the ERDF had to be reformed such that it would be able to diminish the growing
development gap between member states. Accession of Spain and Portugal increased
regional inequalities between rich and poor member states to an unacceptable level for
the success of the single market. For example, without a high degree of economic
convergence, creating a common currency would be impossible. This was confirmed by
the European Commission in retrospect in a communication in 199238, Often attributed
as a response to this challenge, the European Council at the 1988 Brussels summit
greenlighted the reform of the ERDF.

In 1988, the European Union undertook significant reforms to its Structural Funds, of
which the ERDF is a significant part of. These reforms introduced several key principles
and mechanisms: multi-annual programming periods replaced funding for individual
projects, allowing longer-term planning of development strategies; the funds were
concentrated on five priority development objectives for a more focused approach; the
partnership principle fostered closer collaboration between the European Commission,
Member States, regional/local authorities, and economic/social partners in program
design and implementation to better align with local needs; the additionality principle laid
down that EU funds must supplement, not replace, national investment in regional
development to provide additional resources; and Community Initiatives were introduced
as complementary programs to address specific structural problems affecting the entire
EU territory alongside the main programs negotiated between the Commission and
Member States.

Initially there were 13 Community Initiatives between 1994 and 1999, which were later
consolidated to four in the 2000’s. The total amount of funds allocated to the ERDF
which were meant for the poorest countries was also increased significantly through
Spanish pressure during the negotiations of the 1992 Maastricht treaty*. This treaty laid
down the foundations of the Economic and Monetary Union (EMU) and the steps required
for an eventual currency union. Among these requirements the treaty called for
convergence in development between member states. Another crucial requirement was
fiscal prudence of the member states, which was a prerequisite for the formation of the
single currency. The dilemma posed by these seemingly contradicting criteria was solved
in 1994 through the establishment of the Cohesion Funds. These funds provide targeted
financial assistance to the EU's poorest nations, enabling them to invest in infrastructure
and environmental projects while simultaneously working towards meeting the EMU's
fiscal criteria. By offering this support, the Cohesion Funds helped reconcile the need for

37 Sandy Dall’Erba, “ERDF: History and Current Issues,” (2003): 2

38 European Commission, "Community structural policies: assessment and Outlook. Communication of the
Commission," (COM (1992) 84 final), Brussels, 2019.

3 Antonio Juste, and Cristina Sio-Lopez, Spain and the European integration process (Luxembourg:
CVCE, 2016), 7-8. Retrieved from http://www.cvce.eu/obj/spain_and the european_integration process-
en-bf91b328-fbed-4a65-9a3b-eadc21a7e831.html
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increased investment with the requirement for fiscal discipline, in theory creating the path
towards economic convergence and the successful adoption of a common currency. The
main difference with the ERDF is that access to the Cohesion Funds is limited to a
subsection of EU member states, namely those whose GNI per capita falls below 90% of
the EU average. Both funds have the target of paving the way for greater economic
integration and shared prosperity, but the ERDF has a broader scope targeting all regions
in spite of national development levels*.

Further reforms of the structural funds (and the ERDF in extension) where launched in
1995, when the accession of Austria, Finland and Sweden created a need to extend the
scope of the funds to include fostering the development of under-populated areas in the
new community members*!,

In 1999, during the European Council meeting in Berlin, the decision was made to narrow
down the priority objectives of the structural funds to three for the 2000-06 programming
period, which also prompted discussions about the effectiveness of targeting Community
expenditures. Additionally, at the Council meeting in Berlin there was agreement on the
creation of the Instrument for Structural Policies for Pre-Accession (ISPA)**. This
financial assistance was established for the central and eastern European countries
seeking membership, and aimed to enhance their infrastructure and improving he rate of
economic convergence with the EU member states.

The objectives of the structural funds were narrowed down to three primary/priority
objectives:

Objective 1 focuses on advancing the development and structural realignment of regions
grappling with developmental disparities;

Objective 2 aims to bolster the economic and social transformation of areas facing
structural hurdles;

Objective 3 aims to facilitate the adaptation and modernization of education, training, and
employment policies and systems in regions that do not qualify under Objective 1.

Notably, some initiatives funded through the Structural funds did not fall under any of the
three objectives mentioned above.

The role of the ERDF in attaining these objectives in governed by Regulation (EC) No
1783/1999, which falls within the broader framework set forth by Council Regulation
(EC) No 1260/1999*, which outlines general provisions governing the Structural Funds.

40 European Commission, "Regulation (EU) 2021/1058 of the European Parliament and of the Council of
24 June 2021 on the European Regional Development Fund and on the Cohesion Fund," OJ L 231, Brussels,
2021: 1

4! European Parliament, "Resolution on the Commission Communication on the allocation of funds and the
implementation of Community Initiatives in Austria, Finland and Sweden (COM(95)0123 - C4-0282/95),"
0J C 032, 1999: 139.

42 Council of the European Union, "Council Regulation (EC) No 1267/1999 of 21 June 1999 establishing
an Instrument for Structural Policies for Pre-accession,”" OJ L 161, Brussels, 1999.

43 Council of the European Union, "Council Regulation (EC) No 1260/1999 of 21 June 1999 laying down
general provisions on the Structural Funds," OJ L 161, Brussels, 1999:p 1-42.
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This regulation mandates the European Regional Development Fund (ERDF) to extend
support within the framework of Objectives 1 and 2, and defined (sub-)objectives for the
ERDF specifically**. These include:

Productive investment to create and safeguard sustainable jobs;

Investment in infrastructure which contributes, in regions covered by Objective 1,
to development, structural adjustment and creation and maintenance of
sustainable jobs, or, in all eligible regions, to diversification, revitalisation,
improved access and regeneration of economic sites and industrial areas suffering
from decline, depressed urban areas, rural areas and areas dependent on fisheries.
Such investment may also target the development of trans-European networks in
the areas of transport, telecommunications and energy in the regions covered by
Objective 1;

Development of the endogenous potential by measures which support local
development and employment initiatives and the activities of small and medium-
sized enterprises; such assistance is aimed at services for enterprises, transfer of
technology, development of financing instruments, direct aid to investment,
provision of local infrastructure, and aid for structures providing neighbourhood
services;

Investment in education and health (only in the context of Objective 1).4

The EU’s cohesion policy was again reformed and simplified in 2006, in preparation
for programming period 2007-2013. Objectives were merged and the numerous initiatives
that used to fall outside the scope of the official objectives have been included. The
official EU guide for the 2007-2013 cohesion policy includes a detailed infographic
which is shown as figure 1.

4 Council of the European Union, “EC regulation of general provisions on the Structural Funds”, 7-8.
45 Council of the European Union, "Council Regulation (EC) No 1783/1999 of the European Parliament
and of the Council of 12 June 1999 on the European Regional Development Fund," OJ L 213, Brussels,

1999.

46 Council of the European Union, "Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down
general provisions on the European Regional Development Fund, the European Social Fund and the
Cohesion Fund and repealing Regulation (EC) No 1260/1999," OJ L210, Brussels, 2006: 25-78.
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Figure 1: “The evolution of Cohesion policy from 2006 to 2007.”
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Figure 1 shows that the focus for the 2007-2013 programming period is broader then the
objectives of the 2000-2006 programming period, both the second and third objectives
from the 2000-2006 period are merged together in the new objective of regional
competitiveness and employment. Similarly, other funds and initiatives have been
grouped together under more general objectives. Notably, the Cohesion Fund no longer
operates independently but is incorporated into the Convergence objective. Interreg I1I,
which was an initiative fostering cross-border cooperation between regions, is now part
of the European territorial cooperation objective, similarly for Urban II (which focused
on urban areas facing social and economic challenges) and Equal (which focussed on
combatting discrimination in the labour market). Additionally, the Leader+ program and

47 European Union, Cohesion Policy 2007-2013 Commentaries and official texts (ISBN 92-79-03805-2),
Luxembourg: Office for Official Publications of the European Communities, 2007.
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the European Agricultural Guidance and Guarantee Fund (EAGGF) are replaced by the
European Agricultural Fund for Rural Development (EAFRD), and the Financial
Instrument for Fisheries Guidance (FIFG) became the European Fisheries Fund (EFF)*.

Following the conclusion of the 2007-2013 programming period, the European Union
built on lessons learned to reform the framework once again*’. The transition from the
2007-2013 programming period to the 2014-2020 period introduced several significant
changes aimed at enhancing the effectiveness and strategic alignment of the European
Structural and Investment Funds. One of the most notable changes was the alignment of
the ESI Funds with the Europe 2020 strategy, replacing the previous link to the Lisbon
Strategy. Thematic concentration rules were established, mandating minimum resource
allocations for thematic objectives and setting a baseline allocation for the European
Social Fund (ESF)*’. The thematic objectives were also unified to cover all of the
structural funds, while in the 2007-2013 period each fund had their own objectives. Other
significant changes included the introduction of progress reports in 2017 and 2019,
covering all ESI Funds and which were integrated into the European Semester’'.

48 European Union, Cohesion policy 2007-13 Commentaries and official texts (Luxembourg: Office for
Official Publications of the European Communities, 2007), 10.

4 M. Ferry and S. Kahl, Research for REGI Committee — Lessons learnt from the Closure of the

2007-13 Programming Period, (Brussels: Policy Department for Structural and

Cohesion Policies, 2017), 47.

0 European Commission, The Blue Guide: The Implementation of EU Product Rules 2016, (2022/C 247/01,
Luxembourg: Office for Official Publications of the European Communities, 2016), 16-28.

3! European Commission, The Blue Guide: The Implementation of EU Product Rules 2016, 22.
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Chapter 2: Policy alignment analysis of the ERDF
Flanders work programme

2.1 Introduction

In order to understand the manner in which national or regional governments can
significantly influence ERDF implementation, it is necessary to consider the work-
programs that are created and submitted by Member states to the European Commission.
These work programmes need to be approved by the European Commission before the
funds are allocated and periodically released. The 2014 ERDF work programme for
Flanders was allocated a total of 435 million euro, of which 210 million would be drawn
from the ERDF and the remained was funded nationally/regionally. This chapter will
firstly outline the conditions that are set for the ERDF in the Europe2020 strategy and in
the EU regulations, and then assess whether the goals and targets of the Flanders 2014-
2020 work programme are aligned with the overall EU frameworks. Therefore, this
chapter assesses overall policy alignment of the work programme with the broader EU
policies and regulations for the ERDF. Additionally, this chapter will analyse the specific
targets and conditions set in the work programme and determine if those targets have been
met, th