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The evolution of the European Regional Development Fund (ERDF), the primary mechanism
of the European Union’s (EU's) regional policy, provides an excellent vehicle for investigating
European integration. While regional economic disparities have been a concerﬁ of the EU since its
inception in 1952, it was not until 1975 that the EU created the ERDF to reduce economic disparities
between regions within and across member states by disbursing grants for infrastructure and industrial
development. In 1975, the ERDF was largely controlled by the member states: each state was
guaranteed a certain percentage of the ERDF budget and determined which regions and projects
received financing from that percentage. Subsequent reforms of the ERDF have shifted political
control to the EU by eliminating the quota system and granting the Commission increased discretion
over the management and distribution of funds. In addition to manifesting varying levels of integration

- over timel,'the ERDF is a microcosm of the EU. The formulation, negotiation and implementation of

" the ERDF involves actors at the national, supranational and subnational levels and impacts upon a
variety of sectors, including agriculture, transportation, industry and high technologies. By examining
the 1979, 1985 and 1989 reforms of the ERDF, I hope to ascertain the agenda and tactics of the
European Commission with respect to the ERDF, and thereby, shed light on 'the prbcess of integration.

A review of the intergovernmentalist and multilevel governance perspectives on the
dévelopment of the ERDF reveals necessary tasks for future research. Intergovernmentalists view
integration as lowest common denominator bargains-among states seeking to benefit from cooperation
while guarding against unacceptable infringements on sovereignty. According to Wallace, the 1975
creation of the ERDF reflected not so much a desire on the part of the member states to construct a
se‘amless Community policy, as a desire to offset the costs of their own regional policies, and extend
“pork barrel” politics to the international level." Wise and Croxford argue that the Commission's
attempt to increase the fund's size and institute a non-quota section in 1979 faltered due to French
concerns for national sovereignty and the failure of the United Kingdom to assent to a linkage between
the reform and the creation of the European Monetary System.” Likewise, Wise and Croxford assert
that the Commission’s bid to eliminate national quotas in the 1985 reform was opposed by Germany,
‘Fl‘rance and the UK, and that progress was only achieved after the Commission withdrew its proposals
and resubmitted new ones in line with large state interests.” Pollack argues that the 1989 doubling of
the structural funds was the result of a sidepayment from the wealthy member states to the poorer ones
in exchange for the completion of the single market.* He attributes the enhancement of the

Commission’s control over the ERDF in 1989 to large state preferences for greater oversight and



“value for money.”” For intergovernmentalists, states are the gatekeepers of integration, aggregating
domestic preferences and utilizing supranational institutions to formulate, implement and monitor
" agreements. |
In contrast to intergovernmentalism's focus on member states, the multilevel governance
approach (MLG) highlights the role of supranational institutions and subnational actors in the
integration process. The MLG perspective maintains that the EU is beét understood as a polity made
up of three levels of government--the national, supranational and subnational levels. According to
MLG theorists, states do not have exclusive control over the timing and content of integration
agreements, rather integration is the result of interactions across the three levels. MLG fheorists focus
" on the role of the Commission in the development of regional policy from 1987. Marks maintains that
while decisions to increase the size of the regional policy budget are largely the result of
intergovernmental bargains and sidepayments, the design’ of the institutional framework is left largely
to the Commission.® He argues that the Commission’s role as agenda-setter in addition to its control
of a‘portion of ERDF funds gives it leverage vis-a-vis the member states to control the institutional
design of ERDF.” Hooghe maintains that the 1989 reform was the r;sult of an alteration in
Commission preferénces and that it was largely successful because it caught the member states off
guard.® From the MLG perspective, the development of regional policy “has been increasingly
contested, first between member states and the Commission and latterly in a triangular competition in
which regions themselves have emerged as actors.”

This paper will attempt to draw from the strengths of each of these approaches to European
integration, while avoiding their shortcomings. The primary contribution of the intergovernmentalist
approach to the evolution of the ERDF is that it focuses on the formation and convergence of member
state preferences. However, it does so at the expense of the Commission. It fails to examine the role
of the Commission in the initiation, negotiation and implementation of ERDF reforms. The primary
contribution of the multilevel governance approach is that it highlights the roles of supranational and
subnational actors in integration. Unfortunately, it has not specified the conditions or principles which
direct-interactions between all three of the levels. The task of this paper is to examine interactions
between the Commission and the member staites in order to specify the conditions under which the
Commission will have more or less power vis-a-vis the member states.”®

In order to begin to specify these conditions it is essential to examine the Commission’s agenda

and strategy for regional policy reform over the course of several ERDF reforms. A review of the
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Commission’s agenda over time will allow one to determine whether or not the Commission has had a
consistent agenda for regional policy or has merely been bending to the wills of the most powerful
states. Examining the Commission's régional policy agenda will consist of analyzing the official
proposals for the reforms. The Commission's tactics (the actions it undertakes during the reform
prdcess that are intended to maximize its agenda) may be ascertained from the Bulletin of the European
Communities, the General Reports of the European Communities, and Agence Europe's Europe Daily
Bulletin. By examining the Commission’s tactics during each reform, it will be possible to determine
which tactics were more (or less) successful. The comparison of the Commission’s agenda and tactics
with respect to the 1979, 1985 and 1989 reforms, will allow one to begin to specify the conditions
under which the Commissioﬁ can influence integration outcomes.

The 1979 Reform |

Commission Agenda

In order to understand the Cornmission‘s agenda for the 1979 reform it is necessary to examine
the 1977 proposals for the ERDF. The 1977 Commission proposals (including the Guidelines for
Community Regional Policy'' and the official legislative proposals to amend the ERDF") contained
four major recommendations for reforming the common regional policy: adopting specific Community
measures, altering the quota section, strengthening additionality, and improving assessment and
coordination procedures. The recommendations were aimed at increasing control over the allocation
of assistance to states and regions, the selection of projects and the coordination and assessment of
Community and national regional policies'. While all of the recommendations involved increased
autonomy for the Commission in the operation of the common regional policy, all were justified in
terms of increasing the efficiency and effectiveness of the fund.

In a ground-breaking recommendation of the 1977 proposals, the Commission'suggested the
adoption of a new, smaller" section of financing termed “specific Community regional development
measures” to address regional proi)lems resulting from other Community policies and changes in the
international economy.'* These measures had two noteworthy features. First, the measures were to be
free from the quota restrictions. Because all regions could be affected by these problems, the
Commission excluded an a priori dfstribution of funding for these measures. Rather than being limited
by national quotas and to natioﬁally assisted regions, the Commission would disburse the funds to any
state or region according to “the gravity, scale and urgency of the regional problems.””® Second, the

measures were to involve programs. Instead of being disbursed on a project-by-project basis, the non-



quota assistance would be disbursed in the form of progfams--groups of projects coordinated to meet
specific objectives.'® For each specific measure, the Commission would propose the areas to be
assisted, the types of projects, and the rates and types of assistance, that the Council would adopt by
qualified majoﬁty. These characteristics of the non-quota section were justified on the grounds that
they would allow the Commission the most efficient and effective means to address reglonal problems
arising from changes in the international economy and other Community pollcles

The second major recommendation of the 1977 proposals included two alterations to the quota
system which while justified in terms of efficiency and effectiveness and would also further the
Commission’s agenda of increased autonomy. First, the Commission proposed that the quota section
be limited to peripheral regions (particularly the Mezzogiorno, Ireland, Northern Ireland, Greenland
and the French Overseas Departments) and regions in need of industrial and agricultural resfructuring.
Fixed quotas were justified for these regions because they could be identified as needing long-term
financial commitments.'” This suggested alteration, which entailed i:he elimination of quotas for

-Germany, Denmark, Luxembourg and Belgium, would increase the concentration of the fund on the
neediest regions and give the Commission a role in the determination of national quotas, two goals
which the Commission had been seeking from the earliest days of the common regional policy. A
second modification to the quota section consisted in changing the definition of infrastructure from that
“directly linked” to eligible industrial, services or handicraft investments to “infrastructure which
contributes to the development of the region in which it is located.”'™ According to the Commission,
this definition was more adaptable to the varying needs for infrastructure development of the
impoverished regions and would enhance its ability to meet the infrastructure needs of the poorest
regions.”” A more flexible definition would increase the Commission’s latitude in the selection of
projects.

The third'maj or recommendation of the 1977 proposals consisted of explicit requiremeﬁts for
meeting the principle of additiohality. The Commission suggested that member states demonstrate
aggregate additionality by listing total ERDF receipts in their national budgets and on an individual
project basis by informing the Commission of the allocation of ERDF funds.” This recommendation,
which was initially articulated by the Commission in the First Annual Report of the ERDF, illustrates
continuity in the Commission’s agenda.?’ The elaboration of additionality requirements in the body of
the legislation illustrates the Commission’s desire to increase its control over the implementation of

additionality and ensure that the additionality principle was uniformly respected by the member states.



The fourth major recommendation consisted of three proposed alterations to improve planning
and assessment of Community and national regional policies. First, the Commission proposed that it
produce periodic reports outlining the key regional problems faced by the Community, assessing the
progress made, and laying down Community-wide objectives.”” These reports would enhance the
Commission’s leverage in getting Community-wide regional objectives adopted by the member states,
and thereby enhance the coordination between member states regional policies. Second, the
Commission pledged to undertake regional impact assessment (RIA), by which it meant that it would
evaluate the “regional consequences of Community policies, whenever significant new measures are
contemplated.”23 This provision, which would ensure better coordination between Community
policies, indicated that the Commission was willing to address its inefficiencies, and was thereby an
incentive for member states to do so. Finally, the Commission proposed to simplify the regional
development programs (RDPs) by requiring member states to update them rather than resubmit them
each year.”* This provision would save the member states the time and resources of compiling
redundant reports. Furthermore it would improve the quality of information available to the
Commiission and enhance its ability to assess and coordination national regional policy objectives.

- ‘<sion Tacti

In order to understand he Commission’s strategy and tactics for the passage of the 1977
proposals it is necessary to examine the role of Commission President, Roy Jenkins. Jenkins was
sympathetic to the development of a common regional policy. In Jenkins’ address to the Parliament on
his first program for the Commission in 1977, he stressed the importance of developing the common
regional policy.

All enlightened modern States--certainly all the Member States of the Community--redistribute
income from their richer regions to their poorer ones; none accepts the argument that because
regional imbalances are hard to overcome, no attempt should be made to do so. What the
Membgr States do within their national frontiers, we should seek to do in the Community as a
whole.”

I énkins maintained that the development of regional policy was essential to address what he viewed as
the three obstacles to economic union: unemployment, inflation and disparities in standards of living.
While he did not elaborate on the specifics of regional policy reform, he did assert that the regional
fund’s budget was too small and its criteria too restrictive to have a significant impact on economic
disparities. Additionally, according to Jenkins, regional policy reform was a sine qua non for

enlargement. In his address to the Parliament, Jenkins alluded to the linkage between enlargement and



regional policy:

[t]he relative political and economic cohesiveness of the Nine is one reason why other countries
wish to join. There would be no sense, either for them or for us, in allowing it to be weakened
in the process.....The Community must therefore strengthen itself in order to support further
enlargement.”

The Commission maintained that Greece’s regional disparities which were “related to the problems of
- modernization of agriculture and the requiremen\ts of indﬁstﬁalization, and compounded by
g¢ographical -and demographic handicaps” were more serious than those of either Ireland or Italy.”

~ Enlarging of the Community would necessérily entail reforming the ERDF.

Jenkins assignment of the regional policy portfolio was further indication of his commitment to
the development of the ERDF. Jenkins appointed Antonio Giolitti (Socialist, Italy) two portfolios:
regional policy and the coordination of Community funds. By appointing an Italian to regional policy,
Jenkins was not only acknowledging the importance of that policy area for Italy, but also the
importance of the policy area for himself. Italy was one of the largest net beneficiaries of the fund and
having an Italian in charge of regional policy would increase the likelihood that regional policy would
continue to expand. Jenkins was undoubtedly seeking to avoid the situation of the past Commission in
which George Thomson, an energetic pro-European and pro-regional policy Commissioner, faced
obstacles created by two successive British governments--first Heath and then Wilson (the latter from
his own party). Aligning the regional policy portfolio and the coordination of funds portfolio undér
Giolitti’s control further illustrated the importance of regional policy for Jenkins. Giolitti’s second
portfolio would permit him the authority to press the European Investment Bank, the Social Fund and
the European Agriculturél Guarantee and Guidance Fund--Guidance section and the Eufopean Coal
and Steel Community to better attend to régional disparities.?® For Jenkins, the funds should not be
operated “in isolation one from the other” but “[t]he policy in relation to them should be seen and
coordinated as a whole.”” Correcting regional disparities was to be the overarching goal.

Giolitti was a strong advocate for the re-invigoration of régional policy in general and the 1977
ERDF proposals in particular. Prior to the submission to the Council of the 1977 proposals, Giolitti

| attempted to clarify and build support for the Commission’s agenda. Through two rounds of shuttle
diplomacy, beginning in February and ending in April of 1977, Giolitti conveyed the key elements of
the Commission’s proposal. He apprised the heads of state and government of the Commission’s
desire to establish a non-quota section, to revise the quota system, and to coordinate the Community’s

other funding mechanisms toward the solution of regional disparities.’® Giolitti framed the



Commission’s agenda in the context of enhancing the efficiency and effectiveness of the ERDF. The
Commission was seeking to reform the ERDF, not to increase its autonomy or competence in the
common regional policy, but in order to deal better with regional disparities. By informing the heads
of state and government of the Commission’s agenda prior to the release of the proposals, Giolitti
could bui}d support for the Commission’s agenda, determine where potential support and opposition
lie, and plan his strategy accordingly.

In addition to attempting to build support for the Commission’s proposals among national
governments, Giolitti attempted to bolster support among subnational and transnational bodies. In a
meeting with local authorities in Piedmont, he asserted that “the development of regional policy

31 The importance of the involvement

requires ideas and forces which can only come from the base.
of subnational actors for Giolitti was underscored in his meeting with the Northern England
Development Council in Newcastle in which he reviewed the achievements of the ERDF in Newcastle
and explained the Commission’s regional policy proposals. The Commission’s success in encouragingv
the involvement of subnational actors was evidenced by letters it received from the Irish Business
Bureau calliﬁg for the strengthening of the principle of additionality.”® Giolitti also cultivated the
Commission’s relationship with transnational actors. Before the Conference on Local and Regional
Authorities, Giolitti highlighted the importance of the development of the regionél policy, and fhe
adoption of the Commission’s recommendations, for the development of “a Community of free and
equal people, and not merely a market controlled by summit-level diplomatic agreements.” A further
measure the Commission took to cultivate support for its reforms was to assist the European Trade
Union Conference in the organization of a conference on regional policy in September of 1977 > By
reaching out to transnational and subnational groups, Giolitti obviously wanted to solidify the sﬁpport
of the regional policy constituency and increase his leverage against the member states.

In addition to attempting to foster links between subnational and transnational actors, the
‘Commission attempted to cultivate the support of Economic and Social Committee (ECOSOC) and the
“European Parliament. In the Spring of 1977, just after the new Commission took office, both ECOSOC

and the Parliament passed opinions in favor of regional policy reform. In March, Commissioner
Giolitti attended the plenary session of ECOSOC and explained the Commission’s agenda on reg10na1
" policy reform, highlighting the need to make the ERDF more efficient. ECOSOC unanimously
- adopted an initiative on regional policy reform that was supportive of the Commission’s agenda,

stressing in particular the need for better coordination between Commission funds aimed at improving
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employment.”® In its April 1977 plenary session, the Parliament also passed a report on the reform of
regional policy, calling for an increase in ERDF funds and a greater concentration of them on the
poorest regions.*® The fact that both of these reports were presented at the very beginning of the new

. Commission’s term, was a signal to the Commission that these institutions would support reform of
regional policy, and that the Commission should strike while the iron was hot.

The Commission proposals, which were sent to the Council on June 3, 1977, met with a mixed
response from the member states. The establishment of the non-quoté section, and the alterations to the
quota section were the most contentious issues. Only the Netherlands fully supported the
Commission’s recommendation of establishment of the non-quota section.” 'Ireland and Germany
gave conditional acceptance to the Commission’s proposals.” The former wanted to ensure that it

~would qualify for the non-quota assistance, and the latter wanted eligible regions and measures clearly
defined, in order to avoid latter haggling. The rest of the states (Italy, Belgium, Denmark, and
Luxembourg) adopted a neutral position; they demonstrated neither support for nor opposition to the
non-quota section. France opposed the non-quota section on the principle that it would allow the
Commission a role in the strictly national realm of devising and implementing regional policy.”® The
concentration of the quota section on the poorest regions also enjoyed low support. Again only the
Netherlands fully supported the Commission’s recommendation.”’ Ireland, traditionally a supporter of
the extension of the Commission’s regional policy competence, favored greater concentration of the

- quotas, but did not advocate abolishing the system of national quotas.*’ Most of the countries,
including the UK, Germany, Italy, Denmark and Luxembourg did not favor revising the national
quotas. In direct opposition to the Commission proposals, France and Belgium favored increases in
their national quotas.” The Commission’s recommendation for changing the definition of eligible
infrastructure was contested by Germany. While the majority of states were willing to accept the
Commission’s definitional alteration, Germany wanted to ensure that infrastructure investments would
have an impact on regional dispariti;as, and was hesitant to accept the Commission’s definition.*

The provisions concerning additionality, and planning and assessment mechanisms posed less
of a problem. The Commission’s recommendations concerning additionality were surprisingly
uncontentious. Perhaps this was due to the fact that member states interpreted the provision as
attempting to ensure their continued compliance with their established methods for demonstrating
additionality.* The Commission’s recommendations concerning the adoption of regional impact

assessment and simplified regional development programs were also not contested. Likely as not the



member states recognized that these provisions would increase the effectiveness of the ERDF without
placing an administrative burden on the member states and without extending the Commission’s
c'ompetence. Finally, the Commission’s proposal to institute periodic reports as the basis for
establishing Community-wide regional development objectives was not strenuously contested by any
member state.* '

In the first six months following the release of the proposals, the Commission apparently
decided to drop its objective of limiting quotas and focus on the creation of the non-quota section. It
focused its efforts on persuading the middling states to support the adoption of the non-quota section
and it downplayed the revision of the quota section. At the end of June, as part of the strategy to
persuade the middling states to support the non-quota section, Giolitti travelled to Rome to discuss
regional policy reform with several state ministers ihcluding Foreign Minister Forlani.** By the
meeting of the Council of Minister in November, Italy had dropped its opposition to the non-quota

section and had thrown its weight behind the Commission’s proposals.*’

Speaking at the Council of
Ministers meeting in November, Giolitti emphasized the necessity of establishing the non-quota
section in order to counteract the adverse regional ifnpact of other Community policies. Furthermore,
he withdrew the Commission’s recommendation of concentrating quotas on the poorest states. In fact
he went on record aé opposing any revision of the national quotas on the grounds that it would be too
difficult to rework the compromise on which they rested. As a direct warning to France, he pointed out
that given an increase in regional disparities between states, a logical revision of the quotas would be in
the direction of greater concentration on the poorest states (rather than an increase in the French share).
In addition to securing the support of Italy, the Commission attempted to secure the support of
Germany. Based on its experience with Germany in negotiating the establishment of the ERDF from
1973-1975, the Commission must have anticipated that the majorxGerman concern would be the size of
the fund.*® As a result, early in the reform process, President‘J enkins travelled to Bonn to secure
support for the Commission’s proposal for the 1978 ERDF budget of 750 million e.u.a, a 50%
increase over the 1977 budget. Jenkins met with Finance Minister Apel and Economics Minister
Friedrichs and won their approval for an increase in the ERDF budget. In this way, the Commission
attempted to ensure that the 1978 ERDF budget appropriations would not pose a problem for German
acceptance of the Commission reform proposals. The Commission cleared the second rhajor hurdle to
acceptance--the deﬁnitién of eligible infrastructure--in November. The Commission assured Germany

that the broader definition would only be applied in the poorest regions, where infrastructure needs
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were the greatest.”’

~ The Brussels summit of December 1977 held the promise of a final agreement on the ERDF
reforms. With the support of the Netherlands and Italy, and the consent of Germany, the Commission
might have attempted to arrange a tradeoff for France--no concentration of quotas in exchange for the.

| acceptance of the non-quota section. Unfortunately, the issue of the size of the ERDF budgét

predominated the summit. France vehemently opposed the Commission’s figure of 750 million e.u.a,
and insisted on 390 million e.u.a. Much to the Commission’s dismay, Germany supported France’s
figure for the budget.”" More likely than not, Schmidt had changed his position in deference to Giscard
and the Commission had undérestimated the strength of the Giscard-Schmidt partnership.”® Only Italy,
Ireland and the UK supported the Commission’s figure.” Evidently, anticipating increased real
receipts from the fund due to recent revaluing of the e.u.a., these states did not fight very hard for the
Commission’s increase, and were willing to compromise with Giscard.** The compromise which
materialized gave France a 2% increase in its quota (for French overseas territories) in exchange for
assenting to an ERDF of 580 million e.u.a. for 1978.” The establishment of the non-quota system was
not part of the compromise. The possibility of giving up revisions for the establishment olf the non-
quota section had been derailed by the issue of the size of the budget.

Final agreement on the establishment of the non-quota section would take another 51x months
to achieve. While Germa‘ny, Italy and the Netherlands supported the Commission’s recommendations
concerning the non-quota section, France and the United Kingdom did not. France obj ected to the
Commission aiding nationally non-assisted regions and proposing the areas, projects and types and
rates of assistance for the Council to approve by QMV‘. The United Kingdom joined France in
expressing concern over the Commission’s in;/olvement in selecting projects and regions for funding.*
Two initiatives were instrumental in bringing resolution to the negotiations. First, the Danish
Presidency proposed.that the non-quota section amount to only 8% of the total ERDF (rather than the
13% supported by the Commission, Germany, Italy, and the Netherlands), that the Commission only
fund nationally-assisted projects, and that the types of préje'cts and details of assistance be decided by
the Council of Ministers by unanimity (rather than QMYV). While the Danish compromise did not '

- immediately bring about agreement, it opened the door for a second initiative, this time from the
Commission. Second, in May 1978 Commissioner Giolitﬁ travelled to Paris to meet with French
Prime Minister Barre to attempt to reach agreement on the non-quota section.”’” Following the meeting,

France accepted all but one of the elements of the Danish compromise--it held out for a 5% non-quota
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section--and the resolution of the 1977 reform proposals was only a few weeks away.

Final agreement on the major outstanding provisions of the reform of the ERDF came in June
of 1978.® The Commission won a large part of its agenda. It achieved the establishment of new
planning and assessment mechanisms (periodic reports, regional impact assessment and enhanced
regional development programs) by Council resolution®, and a strengthened clause on additionality in
the regulation with little trouble.** Additionally, it achieved the establishment of an entirely new
section of funding that would be distributed via a program approach and that would not be subject to
the national quotas.®’ Finally it won a broader definition of eligible infrastructure.® The
Commission’s success was to a substantial degree due to its own tactics, including a diverse
justification of the reform, support-building, shuttle diplomacy and tradeoffs. The Commission
justified the reform firstly on the basis of enhancing the efficiency and effectiveness of ERDF.
However, it also acknowledged that the reform would better prepare the Community for continued
economic integration and future enlargement. By starting with a narrow J ustiﬁcaﬁon for a limited
reform and extending its justification to a matter of importance to the future overall direction of the
Community, it could appeal to a variety of state interests—-those concerned with short-term economic
efficiency and/or those concerned with the long-term direction of the Community. Second, the
‘Commission engaged in an impressive array of support-building tactics aimed at rallying its natural
regional policy consistency with an aim of increasing its levérage against the member states. Third, the
Commission, particularly Commissioner Giolitti, resorted to shuttle diplomacy at key moments in the
passage of the reform in order to inform the states of the Commission’s agendé and attcmpt to forge
compromises. Finally, the Commission knew when and how to curtail its agenda in order to bring
about a successful tradeoff. Giving up its desire to see quotas concentrated on the poorest regions did
event‘ually, albeit not immediately, lead to the establishment of the unprecedented non-quota, program

. approach.

While the Commission achieved a substantial amount of its agenda it failed to attain its desired
increése in the ERDF budget, the establishment of the 13% non-quota sectiori, and the use of QMYV to
create non-quota programs. These failures may have, in part been due to the Commission’s misreading
of the role that the Giscard-Schmidt partnership would play in the reform. The Commission may have
expected Schmidt to convince Giscard to go give up his objections to the reform. First, the
Commission may-have failed to perceive that Schmidt would not pressure Giscard to increase the

ERDF, but would instead retreat on his Finance Minister’s early commitment to an increase in the
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ERDF and support Giscard’s position. The Commission should have perceived that Schmidt would
not pressure Giscard to change his position on an issue that was of minimal direct importance to
Germany, and it should have focused its lobbying efforts not oﬂly on Germany but on France as well. |
Likewise, the Commission should have anticipated that Schmidt would not use his clout with Giscard
to settle the details of the non-quota section. While Schmidt supported establishing the non-quota
section at 13% of the total fund, it was not a matter of vital importance. Furthermore, given that
Giscard was facing elections, it was imperative that he not be viewed as bowing to the Commission -
and Schmidt would not encourage him to do so. The Commission might have realized that Schmidt
would not bring about a solution in its favor and offered Giscard a face-saving alternative earlier than it
did.

While the Commission’s failures may have been due to a misreading of the Schmidt-Gis’card
_ partnership, they also.may have been due to the Commission’s conscious decision not to link the
ERDF reforms to the establishment of\the EMS. According to Wise and Croxford, the “failure to link
an increase in the size of the Fund to the establishment of the European Monetary System (EMS)” led |
to a substantially smaller fund than the Commission, Italy and Ireland had desired.” While Jenkins
certainly perceived a linkage between regional policy and monetary union, he did not attempt to
encourage a tradeoff between these items in the fall of 1977.% Viewing his fledgling monetary
initiative as tl'ne‘key to relaunching Europe, Jenkins may not have wanted to risk tieing it at such an
early stage to the ERDF reforms, in which a discussion of net benefits and net contributions
predominated.” To a certain degree, the Commission’s regional policy agenda may have been
superseded by its monetary policy agenda.
The 1985 Reform
Commissi |

The Commission's next attempt to reform the ERDF was initiated in 1981. In order to ascertain
the Commission's reform aggnda, it is helpful to review the key recommendations of the 1981 '
proposals. The 1981 proposals for the reform of the ERDF (including the Guidelines and Priorities for
Community Regional Policy®® and the official legislativé proposal to amend the ERDF’) contained
speéiﬁc provisions for altering the quota and non-quota sections of the fund and general provisions
relating to the entire fund aimed at improving overall effectiveness. Like the 1977 proposals, the 1981
proposals were aimed at increasing the Commission’s autonomy with respect to determining national

allocations, choosing regi'ohs and projects for financing, and coordinating national objectives.
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Similarly in keeping with past Commission goals, the 1981 proposals sought to increase the size of the
fund, its concentration of the poorest regions and its coordination with other Community policies.

The 1981 proposals sought three major revisions to the quota section.\‘ First, as it had done in
the 1977 proposals, the Commission sought to limit the quota section to the poorest regions in the
Community. This time, however, its recommendation included objective Community criteria for
choosing regions and a specific scheme for aportionement. It proposed that the quota section be
divided among those regions which had less than 75% of the Community average GDP as follows:
44% to thé Mezzogiorno, 16% to Greece, 7% to Ireland, 30% to the poorest regions of the UK, 1% to
Greenland and 3% to the French overseas departments.®® Because existing national quotas were set for
each country by the Council of Ministers, this suggested allocation--which did not guarantee funds to
Germany, Denmark, or the Benelux countries--would have removed national allocation from the
jurisdiction of the member states and placed under the Commission’s jurisdiction, thereby greatly
enhancing the Commission’s authority in the administration of the common regional policy.
Furthermore, by utilizing obj ectiye, Community-wide criteria, rather than diverse national criteria, the
Commission’s ability to coordinate the national regional policies would also be increased.” Second,
the Commission sought to expand the program approach to the quota section.” The Commission
suggested that member states draw up programs with the help of local regional authorities and that the
fnember states and the Commission finalize the details of these programs by wéy of a contract.
Previously, the program approach had been limited to the non-quota section and the details of
individual programs had been decided on in the Council by unanimity. By expanding the program
approach to the quota section and making finalization of program details the result of common
agreement, the Commission was suggesting an increase in its ability to shape national objectives for
regional development. Finally, the Commission proposed the adoption of increased rates of fund
assistance for quota section measures that promoted indigenous development potential, including aid to
small and medium sized firms, and aid for local and regional development authorities.” If accepted,
this provision would increase the range of projects that the Commission might fund and increase the
involvement of subnational authorities in the common regional policy.

The 1981 proposals also contained two provisions for altering the non-quota section which
would increase the Commission’s control vis-g-vis the member states in the formulation and operation
of the common regional policy. First,‘the Comfnission suggested that the non-quota section of the fund

be expanded from 5 to 20% of the total fund assistance.” Because the Commission had greater
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discretion in the selection of regions and projects receiving non-quota assistance, increasing this
section would increase the Commission’s autonomy overall. Second, the Commission recommended
(much like it had done in the 1977 proposals) that it draw up non-quota programs on its own and
forward them to the Fund Committee for an opinion. In cases where the Fund Committee disagreed
with the Commission, the programs would be finalized in the Council of Ministers by qualified
majority vote.” This procedure would greatly enhance the Commissions ability to determine the
details of non-quota programs, including the objectives, the specific regions and projects financed, and
the rates of ERDF contributions.

The 1981 proposals contained three general provisions aimed at improving the effectiveness of
both the quota and non-quota sections of the fund. First, the Commission proposed a transition to a
program approach so that by the end of 1985, all fund assistance be given in the form of programs.”
Because the program approach allowed the Commission a role in the selection of national regional
objectives and more say in the selection of regions, projects, the transition to a program approach for
the ERDF would augment the Commission’s autonomy in these areas. Second, the Commission
proposed the adoption of higher rates of assistance for integrated operations.”” Member states could
receive more from the fund for their projects and programs if they submitted them as integrated
development operations. Integrated operations were those which received assistance from more than
one Community policy and which involved local and regional authorities in implementation. Integrated
operations would satisfy both the Commission’s goal of increased coordination between Community
structural instruments and increased role for subnational authorities in the common regional policy.
Third, the Commission proposed that the RDPs be integrated in to the fund regulation and that they “be
prepared in close association with the regional authorities concerned.”” Including the RDPs into the
fund regulation (previously they had 'been a Council Resolntion) would enhance the Commission’s
ability to use the RDPs to coordinate national regional policies. Involving subnational authorities in
the preparation of these reports was intended to enhance the coordination of national regional policies
by ensuring that member states did not run rough shod over local priorities, but uniformly included
local authorities in regional planning. |

In order to understand the role of the Commission in the 1985 reform (1981-1984) it is essential
to understand Commission President Thorn’s priorities for the Community and regional policy. In his

program for the Commission and his accompanying address to the European Parliament, Thorn
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stressed the need for improved relations between the Council, the Commission and the Parliament in
order to combat Europessimism.”’ Regional policy was one of the areas that Thorn felt needed
attention, however he did not mention specific elements of the intended reform. In his program for the
Commission, Thorn mentioned regional policy reform in very general terms, indicating that

“[t]he Commission will also propose a revision of the methods of operation of the Regional
Development Fund with thé aim of giving it a more active role as regards both the quota and non-quota
sections of the Fund. These proposals will be placed in the framework of a more effective coordination
of national regional policies.””

In his address to the Parliament Thorn offered a justification for the reforms, arguing that the
persistence of regional disparities would threaten the legitimacy of the Community, and that in order to
prevent increased regional imbalances, the ERDF would have to be reformed.” Thorn’s justification
for regional policy reform--that it was necessary for the legitimécy of the Community-- was bold in a
rhetorical sense. However, it was not bold tactically in that it did not provide the Commission with a
short-term, concrete justification for regional policy reform which it might use as leverage against the
member states. Thorn’s approach stands in contrast to Jenkins’ approach of linking regional policy
reform to enlargement.

If Thorn’s justification of regional policy reform marked a change from the past Commission
tactics, his decision to retain Commissioner Giolitti signaled his desire for continuity. If Thorn had
wanted to effect a major change in the Commission’s agenda and/or the Commission’s strategy for
achieving it, he would have replaced Giolitti. Giolitti had a proven record of achieving reform. He
was. familiar with the ERDF, and the Commission’s long-held agenda for developing the regional
policy. He had experience rallying the regional policy constituency and lobbying heads of state and
government. Moreover, he had brought about the 1979 reform. To leave Giolitti in office was an
indication that Thorn favored the development of the common regional policy. A further indication of
Thorn’s desire for a strengthened ERDF was the fact that he allowed Pierre Mathusen, Director
General of DG XVI under Jenkins, to remain in office. Together, Giolitti and Mathusen would work to
realize the Commission’s agenda. '

In 1981 Commissioner Giolitti launched a strategy similar to that which he followed in the
1979 reform which included lobbying heads of state, rallying ECOSOC and the European Parliament,
and securing support from transnational groups. In September, one month prior to the release of the,
proposals, Giolitti embarked upon a tour of the capitals of Europe.*® His mission was to inform the

member states of the Commission’s proposals and to discover which provisions each state might
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strongly favor and which.each might strongly oppose. After learning which provisions were
contentious and which enjoyed support, the Commission could determine the best course to pursue. In
addition to his tour of the capitals, Giolitti also consolidated the support of tﬁe Eﬁropean Parliament
and ECOSOC. Pérhaps due to the Parliament’s new status as a directly elected body, or perhaps due to
their budgetary power over the (non-obligatory) ERDF, Comrnissionef Giolitti discussed the regional
policy proposals with the Parliament. The Commission received support from the Parliament’s
Committee on Regional Policy for concentrating the quotas, expanding the non-quota section, and
coordinating the national regional polices.®’. To sustain its support the Commission was forthcoming
with answers to the Parliament’s questions regarding the ERDF.*? The Commission’s attentiveness
paid off: in April 1982, the Commission received the support of the entire Parliament, and in
November 1982 the Parliament’s Committee on Regional Policy passed a resolution criticiziﬁg the
Council for not reaching agreement on the Commission’s proposals.* In addition to obtaining the
support of the Parliament, the Commission received the support of ECOSOC:in November 1981.%
Interestingly, fhe Commission’s efforts to consolidate the support of its regional policy constituency
was not as extensive as it had been during the 1979 reforrﬁ. Although Giolitti did not speak before
regional and local authorities, and did not organize conference for regional policy interest groups, the
Commission received the support of the Union of Industries of the European Community (UNICE) for
reforming the ERDF, particularly for imprO\}ing the ERDF’s ability to stimulate indigenous
development.®

Despite Giolitti’s efforts at lobbying the national governments, and despite the support of the
Parliament, ECOSOC and UNICE, the Commission’s 1981 proposals met with opposition from the
states. In March of 1982, the Council had its first meeting on the Commission proposals and by June,
state preferences on key aspects of the reform were revealed. Similar to the 1979 reform, the two most
contentious issues were the limitation of quotas and the enlargement of the non-quota section. With
respect to the limitation of quotas, Germany, Denmark and the United Kingdom were in favor,
Belgium, Francé, and the Netherlands were opposed, and Italy, Ireland and Greece were neutral.*® The
change of leadership iﬁ France from Giscard and the Union for French Democracy (UDF) to Mitterand
and the Socialists did not seem to impact upon France’s'position on the quota system. The change in
leadership in the United Kingdom from a Labor government under Callaghan to a conservative
government under Thatcher had made a difference. Where Callaghan had not favored a revision of the

quota system, Thatcher favored greater concentration, presumably because she estimated that Britain’s
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returns from the fund would increase and she was determined to correct the British net budgetary
contribution.®” On the issue of the extension of the non-quota system, none of the states favored the
Commission’s plan of increasing it to 20%. France, the United Kingdom and Italy however, did
support an increase to 10% increase. Only Italy and Belgium favored the Commission’s plan of
preferential rates for integrated operations. The issue of strengthening the Regional Development
" Programs was, presumably, widely opposed because state preferences on this issue were never
revealed. The rest of the Commission proposals enjoyed widespread support: all states favored
extending the program approach (although not necessarily with program contracts) and all but
Germany favored increasing the focus on indigenous development.®

" Commissioner Giolitti’s strategy at this stage in 1985 reform differed from that of the 1979
reform. In the 1979 reform, Giolitti engaged in shuttle diplomacy to increase support forthe
establishment of the non-quota section, and he downplayed the limitation of quotas in order to trade the
latter for the former. In the 1985 reform, Giolitti practiced mucb leés activist tactics. In the spring of
1982 he met with the Council to clarify the Commission’s recommendations, and from that point on he
waited. Rather than attempting to bring about a tradeoff, he allowed. first the Danish and then the
German Presidencies of the Community to forge compromises. In October of 1982, the Danish
Presidency proposed that all states maintain quotas but that the quotas of the states, which under the
Commission proposals were to be abolished, be reduced by 50-60%; and that the non-quota section be
increased to 10% of the total fund. The Danish compromise was not acceptable to France or Belgium
and it was rejected.¥ In April of 1983, the German Presidency issued another compromise. The
German Presidency modified the Danish compromisé and suggested that the 50-60% reduction in
quotas for thé richer states be phased in over a 3 year period and that the non-quota section be
increased to 7.5% of the entire fund.” The German compromise was even less-well received.
Belgium, Luxembourg and the Netherlands objected to such a slight increase in the non-quota section,
and Italy suddenly came out in opposition to any increase in the non-quota section. Belgium and
France objected to any reduction in their quotas and Greece sought an increase in its quota.”

With no hope of either of the compromises beiﬁg accepted, Giolitti departed from his hands-off
approach in the late Spring of 1983. In May, Giolitti made it known that if the Council could not reach
agreement on the Commission’s 1981 proposals, the Commission would reissue new proposals, and
until these new proposals were agreed to, it would be forced to operate the ERDF as it saw fit.”

. Giolitti was issuing a tWo-part threat. 'First, he was warning the states that if agreement on the 1981
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proposals was not reached soon, the states might face even more difficult proposals from the
Commission. Second, he was warning states that since the national quotas had expired, the
Commission would be able to operate the ERDF as it saw fit and would likely effect a temporary
modification of the quota system in the direction of greater concentration. The Commission’s two-part
threat was undoubtedly aimed at encouraging the member states to reach agreement on the reforms at
the Stuttgart Summit of the European Council in June. Unfortunately, no agreement was forthcoming
and the Commission acknowledged that it would indeed reissue the proposals.” |

A review of the Commission’s 1983 proposals reveals that far from backing down from its
long-held agenda, the Commission was forging ahead.”* The Commission did not dilute or prune down
the 1981 proposals, and resubmit proposals that met the lowest common denominator of large state
interests. Rather the Commission retained not only the overarching objectives of the 1981 proposals,
but also many of the specific policy recommendations that had been put forward to meet them:.
Moreover, an examination of the two major ways in which the 1983 proposals differed from the 1981
proposals reveals that the Commission was attempting to advance its agenda by an alternate route. The
~ first major innovation of the 1983 proposals was to abolish the distinction between the quota and non-
quota sections and institute in their place a system of indicative ranges for five years.”” Each state was
assigned an indicative minimum percentage and an indicative maximum percentage of the fund. The
minimum limits were not guarantees or quotas--to obtain the minimum the states had to submit
adequate applications, which would be judged by the Commission. To obtain funds up to the
maximum, the states would have to submit applications in the form of programs. Since the
Commission had proposed the upper limits for the wealthier states to be substantially less than their
national quotas, the indicative ranges system, like the 1981 recommendation to limit quotas, was
intended to secure greater control for the Commission over national allocation and greater
concentration of the fund on the poorest states. Because the allocation of funds equivalent to the
difference between the minimum allocations and the maximum allocations for all states would be at the
Commission’s discretion via programs, the Commission was in effect extending the non-quota,
program approach. In fact, it was propdsing that this portion of the fund total 17% of the fund--only
3% less than its previous extension of 20% (and more than twice the what the German Presidency has
offered as a compromise). }

The second major innovation of the 1983 proposals was to suggest the adoption of two kinds of

programs--Community programs (CPs) and national programs of Community interest (NPsCI).”* CPs
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were to consist of multi-annual measures-aimed at Community-wide objectives, particularly structural
development and conversion; and the were to involve several regions from at least two member states.
‘Additionally, like the programs in the former quota section, the CPs were to be initiated by the
Commission, finalized by program contracts with the member states concemned, and adopted by the
Council by QMV.*" The NPsCI, like the programs of the quota section, were to be multi-annual
measures aimed at specifically national objectives and limited to nationally assisted regions. These
programs would be initiated by the states, and finalized with the Commission’s agreement into
program contracts.”® This “major innovation” of the 1983 proposals was not a substantive innovation,
but a stylistic one. The Commission was still attempting to extend the program approach in order to
increase its ability to control (and hence coordinate) the selection of regions, projects and national
objectives for ERDF financing.

The forgoing review of the 1983 proposal indicates that the Commission carried through with
its threat. “[F]ar from presenting before Council a set of conciliatory proposals which responded to |
previous criticisms, the second round with some reservations tended to heighten many of the issues that
had surfaced previously.”® The most contentious issues were in fact the 1983 innovations—the
indicative ranges and the programs. The majority of states insisted that the minimum limits be
guaranteed (as opposed to approximate) portions. Moreover, Ireland, Germany, Belgium, the UK and
Greece insisted that the minimum limits not be less than their previous quotas.'® The German position
was the most surprising in that previously Kohl had agreed to renounce the German quota as part of the

"' Without German consent, greater geographic concentration of the fund would

German compromise.
be impossible. Just as a majority of states contested the Commission’s scheme for concentrating the
fund on the poorest regions, so did a majority contest provisions for the new program approach.
Several states objected to the emphasis on Community programs and in particular the use of QMV to
adopt them.'” France, Italy and Denmark objected to the fact that the Commission would be able to |
allocate funds in excess of the minimums according to its own objectives and discretion. They argued
that the difference between the upper and lower limits of the ranges be decreased, so that the
percentage of the fund that would in effect be non-quota or at the Commission’s discretion be
lessened.'® |

Rather than actively intervening to arrange compromises with the states, the Commission

having delivered upon its threat, retired to allow the states to hammer out an agreement. The

.Commission’s withdrawal was undoubtedly calculated upon the hope that the upcoming elections of
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the European Parliament would motivate the member states to reach agreement on the outstanding
issues of the 1983 proposals. If the member states delayed, they faced “the possibility of a relatively
fresh and perhaps more vociferous parliamentary lobby” that might object to the outlines of the
agreement which taking shape.'™ Furthermore, the Commission was probably basing its hands-off
strategy on the expectation that the new French Presidency of the Council would actively seek to
arrange an acceptable compromise. Mitterand had indicated that he was committed to relaunching
Europe, and settling once and for all issues that had been troubling the Community for the past several
years, pa.rticularly the British budgetary contribution and the rising costs of the CAP.'” Where
previously France had been the primary obstacle to agreement on the ERDF reform, now it would be
the facilitator. Anxious to have a success under his belt before the Fontainebleau summit in June,
Mitterand accepted a reduced guaranteed portibn of ERDF funds for France (from 16.86% to 11.05%).
Additionally, Mitterand assented to making the portion of the fund falling beyond the minimum limits
11.37% of the total---an effective increase in the “non-quota” section higher than the either the Danish
or German compromises had envisioned. Mitterand’s willingness to concede on key points in light
may have been enough to convince Kohl to acquiesce. Kohl would not have jeopardized the budding
Franco-German relationship, particularly when France and Germany needed to stand firm on the issue
of the British rebate.'®

The Commission’s waiting game paid off. In May of 1984, the reform of the ERDF that had
begun in 1981 was settled, and the Commission achieved most of its agenda. First, the Commission
eliminated the distinction between the quota and non-quota sections of the fund. In so doing, it
increased the concentration of the fund on the poorest states and regions, and increased percentage of
the fund over which it had discretion. Second, by winning the adoption of CPs by QMYV, the
Commission enhanced its ability to determine the objectives, regions and projects for funding. Third,
through the institution of NPsCI, the Commission expanded the program approach through which it
might effect the coordination of national regional policies. Fourth, strengthened procedures for
coordinating RDPs were incorporated into the regulatioh and the involvement of local authorities in
their preparétion was accepted. Finally, integrated operations were accorded legal status and given
preference.

The Commission’s success was due to in part to its own tactics, and in part to Mitterand’s
leadership and the fortunate timing of European Parliamentary elections. Early in the reform process,

much like he had done in the 1979 reform, Giolitti lobbied heads of state and government, consolidated .
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the support of ECOSOC and the Parliament and rallied support from the régional policy constituency.
Hdwever, perhaps at the behest of President Thorn, Giolitti retreated from this activist strategy once the
proposals were released. He pursued a hands-off strategy, allowing the member states to attempt to
forge compromises among themselves. Gi.olitti’s waiting game ensured that the pressure on member
states to reach agreements would increase. Finally, the Commission made good on its threat and re-
issued proposals that were largely unchanged. Rather than backing down and submitting less
contentious proposals, the Commission held its ground and waited confident that time and Mitterand
were on its side. In the spring of 1984, patience paid off. Faced with the prospect of censure from an
invigorated Parliament and wanting to move on to the bigger and better matter of the British budgetary
contribution, Mitterand revoked French opposition te a reduction of quotas and made adoption of the
1985 reform possible. |
The 1989 Reform

The 1987 proposal for the reform of the ERDF was part of a general proposal to reform the
Community’s structural funds (the ERDF, the EAGGF-Guidance and the ESF).'"” The proposal
contained four major recommendations aimed at incréasing the Commission’ ability to coordinate
Community policies, to shape national regional objectives, and to select regions and projects.
Furthermore, in keeping with past proposals, the 1987 proposal sought to increase the size of the fund,
further concentrate fund resources on the poorest regions, and increase the role of subnational
authorities in the common regional policy.

The first set of recommendations in the 1987 proposal related to the adoption of organizing
objectives for the structural funds. The Commission proposed five objectives: 1) promoting the
development and structural adjustment of lagging regions; 2) converting regions in industrial decline;
3) combating long-term unemployment; 4) promoting youth employment opportunities; 5a) promoting
the adjustment of égricultural structures; and 5b) promoting the development of rural areas.'® In order
to encourage the funds to work toward similar goals, rather than at cross purposes, the Commission
assigned each of the structural funds objectives. The ERDF was assigned to objective 1 (along with
the ESF and EAGGF-Guidance), objective 2 (along with the ESF), and objective 5b (along with the
ESF and EAGGF-Guidance)."® If accepted this provision would enhance coordination of Community
financial instruments, a long-held item on the Commission’s common regional policy agenda.
Additionally, the 1987 proposals stipulated that specific criteria be adopted to determine under which

objective regions qualified. The Commission proposed that objective 1 regions include those having
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less than 75% of the EU average GDP plus Northern Ireland and the French overseas departments.'
The specification of objective criteria by which to classify regions dated back to the earliest regional

policy proposals of the Commission.'"!

By proposing that all regions meet universal, objective criteria
in order to qualify for Community funds, the Commission was proposing an increase its control over
the selection of regions and ability to coordinate national regional policies. It would no longer
automatically fund member states assisted areas; rather these areas would have to meet Community-
wide criteria. Finally, the proposal stipulated that the majority of funding be carried out via programs,
rather than projects.''? This provision was consistent with the Commission’s past attempts to extend
the program approach in order to increase its control over national regional policy objectives, and the
selection of regions and projects.

The second major recommendation of the 1987 proposal involved increasing the size of the
ERDF and further concentrating it on the poorest regions. The Commission proposed that structural
funds be doubled in real terms by the end of 1992. While the Commission had always lobbied for an
increase in the ERDF, the specification by the Commission of a precise financial increase within an
official legislative proposal, was unprecedented. The Comfnission needed a precise financial target to
convince potential advocates of the reform of the depth of its proposals. In addition to an increase in
the size of the funds, the Commission proposed to allocate 80% of the structural funds to objective 1
regions.'” This would amount to a substantial increase in the concentration of resources on the poorest
regions, and in the Commission’s ability to determine national allocation.

The third major recommendation of the 1987 proposals consisted of revisions to the planning
mechanisms of the ERDF. The Commission proposed that regional development programs be replaced
by regional development plans and Community Support Frameworks. Under the system of regional
development programs, the Commission and the Regional Policy Committee would review the state
programs for their consistency with Community objectives and would make non-binding

recommendations to the member states.''*

Under the 1987 proposals, the member states would,
working together with the relevant regional authorities, devise regional plans including the goals and

“measures for regional development for each of their regions that qualified for assistance and submit
them to the Commission for review. In accordance with the principle of partnership'”, the
Commission, the member states and the designated regional authorities would work together to draw
up Community Support Frameworks detailing in the case of the ERDF the priorities, operations and

assistance from each of the Community structural funds for objective 1, 2, and 5b regions.''® The 1987
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proposals for planning would involve the Commission as an equal partner with member states and
allow the Commission a greater role in the determination of national regional objectives and measure,
hence enhancing its ability to coordinate the member states regional policies. Furthermore, the
involvement of local and regional authorities in the consultation over the CSFs would enhance their
role in the common regional policy, a long-held goal of the Commission.
The final set of recommendations of the 1987 proposals concerned amending the rates and
types of ERDF assistance. The Commission proposed that, in addition to project and program
assistance, the ERDF be allowed to issue global grants directly to regional development authorities.'’
Instead of giving the grants to the member states, who would in turn disburse them to projects or
development authorities, the Commission would.disburse the aid directly, thereby lessenihg the gate-
keeping function of the member states. By increasing its interaction with subnational authorities, the
Commission would be better informed about local development pridri;ies, and over time win the trust A
and potential support of these authorities for further development of the common regional policy.
Second, the Commission proposed that ceilings and minimums on its contributions to specific
measures be fixed on an ad hoc basis. Rather than propose standard ceilings and minimums for each
type of measure, as it had done in every regulation to date, the Commission proposed to set its
contribution for one measure at a time."'® This increased flexibility in financing, would allow the
Commission to vary its contributions according to the seriousness of particular probléms and the
resources of particular regions and states, thereby use its resources more efficiently and effectively.
In order to explain the Commission’s role in the adoption of the 1987 proposals, it is essential
to investigate Commission President Jacques Delors’ views and actions with respect to regional policy,
prior to the release of the 1987 proposals. In his first Program for the Commission, Delors asserted the
necessity of further enhancing the Community’s regional policy by increasing the coordination
between Community policies and instruments and between Community and national instruments.'"
Delors chose coordination, a Commission agenda item since the late 1970s, as the cornerstone of future
reform of the ERDF. In order to bring about greater coordination, in 1986 Delors elevated the special
task force for coordination that had existed within DG 16 to the status of DG 22 and assigned Grigoris
Varfis the portfolio of coordination of the structural funds. Delors had raised the Commission’s goal

" of achieving greater coordination between the funds from being one of several Commission’s goal for

developing regional policy, to being the overarching, or organizing goal of regional policy reform.
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In the winter of 1987, Delors issued an ambitious five year plan for reforming the Community
budget in order to prepare for the creation of the single market. Delors’ proposal, “Making a Success
of the Single Act” or Delors I as it has come to be known, included provisions for creating new
budgetary resources, reforming and reducing the CAP, and reforming and increasing the structural
funds.'® Including the reform of the structural funds as part of a major multi-year, budgetary initiative
was unprecedented. By including the structural funds reform as part of a controversial package, Delors
seemed to be taking a huge ﬁsk--making the successful resolution of the structural fund reform
dependent upon the resolution of the even more infractable issue of the CAP (and the British budget
rebate). In fact the structural funds had little to loose. The recent accession of Spain and Portugal
meant that there was little chance that the discussion of his package would lead to a reduction in their
size, and perhaps portended well for an increase. By expanding the set of issues that states had to agree
to, Delors may have been hoping to increase the number of possible tradeoffs and linkages, and

121

thereby, the chances that progress would be made on all of issues.”~ Moreover, Delors probably knew
that the debate over specifics of the structural fund reform proposal would be overshadowed by the
debate over the increase in the structural fund budget, and the reform of the CAP. Delors was breaking
with past Commission strategy by setting up a situation in which the likely linkages would occur not
between the reform of the regulations and the size ofithe funds, but between the size of the various
funds. ‘ |

Like previous Commissioner Presidents and Commissioners, Delors visited the member states
just prior to the release of Delors I to build support for his plan. Rather than informing states of the
specifics of his forthcoming budgetary package, Delors apprised states of the general outline of and
justification for the package. Initially, Delors ‘did not even want to provide the member states with the
general outlines of his package, preferring to focus solely on the justification. However, consultation
within the College of Commissioners persuaded him to reveal the contours of his plan to the states.'*
Evidently, Delors hoped to raise general support for his package before becoming embroiled in
conflicts over details of it. This tactic broke with past Commission approach of notifying states of the
specifics of the Commission proposals, and soliciting feedback in order to gdjust the proposals or
tactics. Realizing the sensitive and controversial nature of the some of the provisions, Delors may not
have wanted to give the states too much time to fénnulate objections and offer alternatives.

Member state reactions to Delors I were antagonistic across the three major issues. On the

issue of CAP reform, the United Kingdom favored restructuring the CAP, while France and Germany
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maintained that the fundamental character of the CAP was non-negotiable--agricultural income could
not be reduced by the budgetary reform. With respect to the creation of a new resource, Italy, Ireland,
- Greece, Spain and Portugal were in favor, while the United Kingdom asserted that the creation of new
resources would depend upon curtailing agricultural spending. The issue of increasing the structural
funds was equally contentious: the wealthy states opposed doubling the funds and the poorer states
feared doubling the funds would not be sufficient. To complicate matters the issue of the British rebat:
resurfaced. The United Kingdom insisted that any agreement ‘must preserve the British rebate, which
led Germany to avow that if the United Kingdom was given a rebate, it would expect one too.'”
Member states’ views of the issues remained intact throughout the spring and even following the
Brussels summit of June 1987. .

In late July, Commissioner Varfis presented the Commission’s proposal for the structural
funds reform to the Council.”* The release of the proposal, which occurred while member states
remained entangled in a discussion over the budgetary tradeoffs, was bound to catch the member states
off guard. In order to prevent states from having the time to form objections and pick apart his
package, the propasal was prepared by DG 22 “in near-isolation from the three funds and the national
bureaucracies.”'” Furthermore, the proposal was packaged to ensure maximum success. As
" mentioned above the Commission‘s- proposai contained specific policy recommendations and a
recommendation to double the structural funds. By including the recommendation to double the funds
within the proposed regulation, the Commission was signaling its firm desire that the size of the fund
and the policy recommendations not be traded-off for one another. .At the release of the proposals,
Commissioner Varfis vehemently confirmed that the Commission proposals were an inseparable
package that must not be broken apart--the doubling of the funds and policy recommendations were
necessary parts to the whole.'? 4 . ‘

Delors stealth tactics were successful. By November of 1987, the member states were prepared
to agree on many of the Commission’s recommendations. The member states were willing to accept
the principle of coordination as manifested in the five objectives. Furthermore, member states were
sympathetic to concentrating resources on the objective 1 regions and utilizing the Commission’s
criteria as a basis for determining objective 1 regions. Finally, the member states wefe ‘also amenable
to greater flexibility in the rates of the Commission’s intervention.'”” The primary obstacle to the
resolution of the structural fund reform was the issue of the size of the fund. States were unwilling to

finalize agreement on the reform until the issue of the doubling of the funds had been decided."*®
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Following the release of the proposals, Delors attempted to secure the support of the regional
policy constituency. In keeping with past Commission tactics, Delors sought to build support for the
Commission proposals among transnational groups. Just prior to the Copenhagen Summit of |
December 1987, where states were to attempt to reach agreement on Delors I, the Commission
received the support of the European Trade Union Confederation (ETUC), the Union of Industries of
the European Community (UNICE) and the European Center for Public Enterprises (CEEP). The three
groups issued a joint statement in support of the Commission’s proposals importuning that “the heads
of state and government take fhe decision necessary on the basis of the proposals which the
Commission has made.”'* The support of these bodies which represented both sides of indusfry was
an indication of the bipartisan nature of support for the Commission’s proposals, and as such, cleared
the way for biparﬁsan support at the level of the heads of government. In late December, Delors met
with representatives from the Council of Municipalities and Regions and the International Union of
Local Authorities to discuss the creation of a committee comprised of elected officials that would
advise the Commission on the development of regional policy.””® Delors’ meeting with these groups
was an attempt at building subnational support for the Commission’s funds. At the same time it served
as a warning to the member states, that the Commission could continue to fan the flames of a regional
tier if agreement was not quickly reached on the present proposals.

The Copenhagen Summit came and went and still the member states had not agreed on Delors
I. The successful conclusion of Delors I would allow states to proceed with completing the internal
" market and with the reform of the structural funds. Desirous of illustrating the efficacy of German
leadership, Chancellor Kohl, who held the Presidency of the Council, convened a special summit in
February 1988 to breach the impasse. Undoubtedly eager to proceed with 1992 project, Kohl removed
one of vthe major obstacles to Delors I and the structural fund reform by agreeiﬂg to cover the majority
of the costs for the doubling of the structural funds."! With this hurdle cleared, the question of the
creation of own resources and CAP reform remained. With Kohl’s backing, the mémber states agreed
to create a fourth budgetary resource (a national contribution based on a state’s GNP) and to preserve
the British rebate. CAP reform was completed when at the last moment Thatcher unexpectedly agreed
" to a higher ceiling on cereal prices.”?> The compromise agreement which contained all of the major
elements of the original package, was the result of--and in turn a boost to--the Delors Commission’s
power and prestige.'”

The successful resolution of Delors I cleared the way for the states to reform the structural
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funds by June."* Having reached on agreement on key provisions of the Commission’s proposal in
November, one major obstacle remained before agreement could be finalized. The member states

- needed to approve the list of regions that would qualify for objective 1 funding. Several member
states, including Spain, Italy, Belgium and Germany wanted to include exceptions to the Commission’s
criteria for objective 1 regions. However, the difficulty of sorting out the individual claims, led the
Council to decide to adhere strictly to the Commission’s criteria for objective 1 an fit-the marginal
regions under objectives 2 and 5. Interestingly, the establishment of new planning and assessment
procedures, in particular the establishment of the Community Support Frameworks, was not reported to
have been troublesome for the states.

A brief review of the final regulation\ reveals that the Commission was hugely successful in
realizing its agenda for regional policy in the 1989 reform."”® The Commission achieved its goal of
enlarging the ERDF and further concentrating it on the poorest regions. The member states pledged to
double the structural funds by 1993, and to concentrate 80% of resources on objective 1.
Additionally, the Commission's ability to coordinate its own regional policy instruments and to
coordinate the selection regions for funding was enhanced. The states agreed to adopt the five
coordinating objectives for the three funds, and institute universal criteria to determine the objective 1
regions.”*® ' The States also agreed to expand the program approach by accepting that most assisténce
would be in the form of either Operational Programs (formerly the national programs of Community
interest) or Community Initiatives (formerly Community Programs) rather than projects. Expanding
the program approach gave the Commission a greater voice in the selection of objectives and projects
for financing. The states also agreed to involve regional and local authorities in the preparation of the
Community Support Frameworks and to finalize the plans in consultation with the Commission."”’

This acceptance of the principle of partnership augmented the Commission’s role in the coordination of
national regional policies and created the possibility of the emergence of a regional tier of government
of the European Community.'*® Finally, the states agreed to the institution of global grants and to
increased rates of assistance.

The Commission’s success was due, in large part, to its own tactics. Committed to the
development of regional policy, Delors made four strategic maneuvers which had a decisive impact
upon the timing and content of the 1989 reform. First, Delors created a new Directorate, DG 22 and
set it to the task of creating the reforms. By creating a new DG devoted solely fo the 1987 proposal,

Delors was able to have maximum oversight over the formulation of the proposal and ensure that the
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Commission’s proposals were not leaked before he intended to release them. Second, Delors proposed
an increase in the structural funds as part of general budgetary reform. In so doing, Delors was able to
imp'rove the chances that the fund increase would be accepted as a result of tradeoffs between
budgetary items. Third, Delors released the structural fund proposals long after the budgetary package
and in so doing ehsured that the discussion of the budgetary plan would overshadow and distract
member states frém the details of the 1987 proposal. Additionally, Delors minimized the possibility
that tradeoffs would occur between the size of the fund and specific policy recommendations of the
1987 proposals. Finally, Delors secured the support of key transnational groups precisely in order to
increase the pressure on member states.

Delors was -aided by a number of factors which he did not directly control. First, Delors was
‘aided by enlargement. The addition of Spain and Portugal tipped the balance of states such that those
which had an unequivocal interest in expanding the ERDF were more numerous. Second, the
budgetary crisis of 1987 afforded Delors the opportunity to propose the package which was
instrumental in the final acceptance of the 1989 reform. Finally, Delors was aided by the perceived
linkage between the 1992 project and the structural funds. The completion of the common market
which was expected to cause disproportionate hardship in the poorer member states, convinced
member states of the need to double the structural funds.'"!
Conclusions

The foregoing review of the Commission's proposals for the 1979, 1985, and 1989 reforms of
the ERDF, reveals that over the development of the fund the Commission has had a fixed agenda. The
Commission has consistently sought to én]arge the size of the fund and to increase the fund's
concentration on the poorest regions in the Community. Additionally, from the earliest days of the
operation of the ERDF, the Commission has aspired to increase its control over allocations to states,
and the selection of the regions and projects for financing. The Commission has éontinually attempted
to augment its ability to coordinate national regional policies, in particular the selection of national
regional objectives. It has also sought to improve the coordination between the ERDF and other
Community poljcies. Finally, enhancing the involvement of subnational actors in the formulation and
implementation of regional policy has also been a long-held agenda item of the Community.

Just as the foregoing review of the three reforms reveals that the Commission has had a
consistent regional policy agenda, so it reveals that the Commission has utilized a variety of tactics

over the evolution of the ERDF in order to realize its agenda. The Commission's ability to structure
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itself, particularly the President's power to recommend Commissioners, assign portfolios and create
DGs, have all been used by the Commission to maximize its regional policy agenda. Additionally, the
Commission has engaged in lobbying at the national, supranational and subnational levels. It has
utilized shuttle diplomacy to raise support among member states, convened conferences to build
support among subnational and transnational political groups, and met with representatives of
ECOSOC and the European Parliament in order to solicit their support. Furthermore, the Commission
has utilized a number of tactics associated with its power of initiation. Carefully crafting the content of
individual proposals to encourage or discourage tradeoffs between specific provisions, timing the
release of proposals to maximum advantage, withdrawing and reissuing proposals, and issuing multiple
proposals in order to foster linkages between policy areas are among the most important tactics
associated with the Commission's power of initiative. Lastly, the Commission has practiced tactics
associated with its role as facilitator or conscience of the Community. At opportune moments, the
Commission has suggested workable compromises, and alternatively, it has refrained from suggesting
compromises, and the left the member states to battle and tire. |

Unfortunately, the Commission's tactics have not always brought the desired results.
Sometimes they have furthered the Commission's agenda and sometimes they have failed. The
Commission's tactic of fostering (or iﬁhibiting) linkages and tradeoffs between and within proposals
worked well fbr Delors but not so well for Jenkins. The timing of proposed linkages is critical to their
effectiveness. The Jenkins Commission's attempt to trade the elimination of quotas for the creation of
the non-quota section was derailed when the issue of the size of the fund intervened, and the
Commission misread the role of the Giscard-Schmidt partnership. France was able to secure a tradeoff
between quotas revisions and the size of the fund. Likewise, Jenkins failed to pursue the link between
EMS and the 1979 reform because he misread the Giscard-Schmidt partnership. His fear of derailing
EMS through the linkage caused him to delay unnecessarily. Delors, on the other hand, used the tactic
of linkage to the Commission's advantage. In addition to promulgating the link between the SEA and
the structural funds, Delors included an increase of the structural funds within his budgetary package.
By linking the structural funds increase to the issues of CAP reform and own resources creation, Delors
improved its chances of acceptance. Furthermore by releasing Delors I prior to the 1987 proposal,
Delors prevented the states from trading an increase in the size for the policy reforms.

The effectiveness of lobbying tactics is difficult to discern. However, it appears that quality

matters more than quantity. Although in the 1979 reforms, Giolitti met with the European Parliament
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and ECOSOC, and various subnational and transnational groups throughout the reform process, the
Commission still failed to realize a key section of its agenda. In 1987, Delors' lobbying of
transnational groups was more circﬁmscribed--he had two key public meetings in the winter of 1987.
Nonetheless, because Delors secured what was in effect bipartisan support (both sides of industry)
from Community-wide groups, he may have been able to convince Kohl and Thatcher of the
desirability of compromising. He may have eased their fears of receiving a political backlash from
their own parties for compromising, and at the same time, heightened the costs of non-agreement.

The Commission's tactic of waiting and doing nothing--fefraining from curtailing its agenda
and facilitating a compromise--has also worked to variously under different conditions. The tactic of
waiting and allowing states to hammer out a éompromise failed for the Thorn Commission in 1982,
After waiting for over a year for the states to negotiate a compromise, the Commission revoked its
proposals and resubmitted new ones. However, the waiting game succeeded for the Thorn

Commission from the fall of 1983 through 1984. Confident that Mitterand would effect a solution and
bolstered by the pending election of a new Parliament, the Commission did not offer to curtail its
agenda to forge a compromise. In a few short months, Mitterand had revoked the chief French
objections and the states agreed to reform. Likewise, patience paid off for the Delors Commission in
the winter of 1988. Waiting for a year for the states to agree to Delors I and refusing'to facilitate a

| compromise by dropping one of the more contentious issues in the package brought results in February
when Kohl drooped his objections to footing the bill for the structural fund increase. The tactic of the
waiting game, in which the Commission refuses to amend its proposal to facilitate a compromise
seems to work best when the Council Presidency is also the holdout state.

The foregoing analysis of the 1979, 1985 and 1989 reforms of the ERDF reveals that the
Commission has had a consistent agenda with respect to regional policy reform and that it has
marshalled tactics in order to achieve this agenda. 'The Commission is much more than a servant to the
member states, catering to the whims of the most powerful. However, the Commission is not an equal
of the member states. It utilizes its tactics within a framework determined by the member states.
Integrating in\tprgdvemmentalist and multilevel governance concérns, this paper has sought to explain
variations in the Commission's ability to influence integration and begun to specify the conditions

under which the Commission has more or less power.
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