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1. Main characteristic 
of European Union 
regional policy 

The main objective of Common Regional Policy is the reduction of existing regional disparities by transferring community resources to less developed regions using the instrument of structural funds. CRP coordinates national regional policies by formulating guidelines and certain principles to avoid competition for regional aid between Member States. The policy is an essential instrument of economic and social cohesion. 

Regional policy share of the UE budget has increased over time. In the current 2007–2013 Financial Framework the amount of E 348 billion in current prices will be spent. RP expenditure constitute 36,7% of the EU budget in 2007 and 38,1% in 2013. In the past the share of regional policy has risen each year and in the period 1988–2007 almost doubled. In 1993–2007 that growth was much slower, despite the increased disparity caused by the European Union enlargement.
The data in the table 1 show that: a) 2004 and 2007 enlargements have increased disparities both at the national and regional level; b) the differences of the GDP per head between richest and poorest regions inside EU-15 are still significant despite of structural and cohesion policy implementation.

Does it mean that EU regional policy with its rising share in the budget is not effective? The answer to that question it is not easy. There exists of course a large amount of publications trying to evaluate the impact of regional policy. European Commission is probable the leader in the production of numerous reports and analyses on that subject: all of them are rather optimistic and speak on positive contribution to GDP and employment. Less obvious are results in the field of innovation and competitiveness, main areas of the Lisbon Strategy. No less active and no less optimistic are Member States publications, especially of major recipients of structural and cohesion funds. Governments being responsible for effective implementations of European funds are obliged by the European Commission to evaluate impact of each project. At the same time they are working under a strong political pressure of public opinion being sensitive to all cases of delays in implementation of allocated fuhds at the country and region level. So their optimism is often used as a tool to achieve political rather than economic tasks.
	Table 1.
	Regional GDP per head in the European Union, 2005


	Country
	Year 
of accession
	GDP per head 
(PPS, EU27 = 100) national
	GDP per head 
(PPS UE27 = 100) richest region
	GDP per head 
(UE27 = 100) poorest region

	Bulgaria
	2007
	35,3
	52,2
	26,9

	Romania
	2007
	35,4
	52,2
	24,2

	Latvia
	2004
	49,9
	n.a.
	n.a.

	Poland
	2004
	51,3
	81,2
	35,0

	Lithuania
	2004
	53,2
	n.a.
	n.a.

	Slovakia
	2004
	60,6
	147,9
	43,1

	Estonia
	2004
	62,9
	n.a.
	n.a.

	Hungary
	2004
	64,3
	104,9
	40,9

	Portugal
	1986
	75,4
	106,3
	59,8

	Czech Rep.
	2004
	76,6
	160,3
	59,8

	Malta
	2004
	77,4
	n.a.
	n.a.

	Slovenia
	2004
	86,9
	104,7
	71,6

	Cyprus
	2004
	92,6
	n.a.
	n.a.

	Greece
	1981
	96,4
	131,1
	59,1

	Spain
	1986
	103,0
	133,9
	69,7

	Italy
	1958
	104,8
	136,7
	66,9

	France
	1958
	111,9
	172,6
	50,5

	Finland
	1995
	115,1
	139,5
	85,3

	Germany
	1958
	115,2
	202,1
	74,2

	United Kingdom
	1973
	119,3
	302,7
	77,4

	Belgium
	1958
	121,1
	240,5
	79,5


Continued
	Country
	Year 
of accession
	GDP per head 
(PPS, EU27 = 100) national
	GDP per head 
(PPS UE27 = 100) richest region
	GDP per head 
(UE27 = 100) poorest region

	Sweden
	1995
	123,8
	172,2
	105,4

	Denmark
	1973
	126,7
	161,0
	94,9

	Austria
	1995
	128,8
	142,7
	88,7

	Netherlands
	1958
	131,1
	164,0
	96,3

	Ireland
	1973
	143,7
	158,1
	104,3

	Luxemburg
	1958
	264.3
	n.a.
	n.a.


Source: Eurostat News Release, 12 February 2008, «Regional GDP per Inhabitant in the EU27».

More critical opinion are expressed by some experts working in independent institutes and some international organizations promoting reforms of EU regional policy.
2. How effective 
is the European Union 
regional policy?

European Commission reports on economic and social cohesion are issued regularly and contain assessments of the impact of the funds including detailed evaluation at the project level. Reports try to compare the impact of EU’s regional policy through assessment of the performance of the Member States and regions with the EU average. Commission presents rather optimistic approach towards funds impact. The best example of that approach is the following EC statement: «Convergence among European regions has remained strong in recent years, leading to a marked narrowing of disparities in GDP per head, employment and especially unemployment rates»
. In the other part of the report the Commission admits, however, the continuing divergence across the regions: «absolute disparities remain large. This is partly as a result of recent enlargement and partly as growth tends to concentrate in the most dynamic areas within countries»
. Table 1 fully confirms the last opinion.
It is true that some spectacular results were achieved by Ireland which grew at 4 percentage points above the EU average in the period 1995–2005 and has now the second highest GDP per head in the EU. Spain and Greece have also exceeded the EU-15 average growth rate by 0,7 and 1,5 percentage points respectively. Portugal was growing at the rate above the EU average until 1999, but since then grew at the rate below EU average. In 1995 there were 50 regions with per head GDP below 75% of the EU15 average and by 2004 12 of these had moved above 75% of EU average GDP per head. 5 regions had slipped below 75% at the same time
.

According endogenous theory of regional development the rate of growth in the lagging regions depends on how regions are using opportunities given by the access to European funds. Especially important is the quality of local institutions, level of social capital, and creativity in looking for factors of competitive advantage of the region. To be effective regional policy requires the unique combination of exo​genous stimulants in the form of EU funds and endogenous assets at the local level. The recent European Commission report on economic and social cohesion
 indicates that cohesion policy aims at fostering the endogenous development potential of European regions. Until now, however, most EU countries are over supplied with the sector programs at cost of programs tailored to lagging regions needs. The structure of expenditure under the Funds shows an excessive emphasis on infrastructure at the expense of education and human capital which is against main findings of endogenous regional development theory. One of the explanation why Ireland has developed faster than Portugal is the difference in using Structural and Cohesion Funds by those two countries. In Ireland funds were first used in education programs and only subsequently in infrastructure projects. The emphasis of Portugal was primarily on infrastructure despite the low level of education in Portugal
.

The EU decision to include cohesion policy into the Lisbon Strategy in the Financial Framework 2007–2013 should change the structure of expenditure. Member States are required to earmark 60–75% of the expenditure for Lisbon objective which is the task more forward looking than purely building roads and sewerage plants
 and motivates regions to spend more money on local infrastructure (including wide access to electronic communication) and education.

The EU regional policy is moving towards more decentralized model, some experts call it the most decentralized policy the EU has
. The European Commission is discharging its responsibilities between European Council, European Parliament and the Court of Auditors on terms of accounting how money is spent. The majority of the decisions how the money is used are taken at the Member States level. Since the early years of EU regional policy there was a conflict between EC and Member States on the issue of responsibilities sharing. Despite progress in the decentralization Member States still ask for more independence in their decision making process and for even less centralized procedures to speed up projects implementation.

Decentralization issue has provoked the discussion on so called «repatriation» or «nationalization» of regional policy. European regions being above 75% EU avera​ge GDP per head would prefer to repatriate to them distribution of cohesion funds to diminish EC supervision and control, simplify the regulations and lower the costs of fund management. There is not clear, however, in what way implementation of EU cohesion policy objectives would be met. The Member States could be tempted to concentrate on their own national objectives, different from those agreed at the EU level. The slow process of the Lisbon Strategy implementation through the mechanism of «open coordination» characterized by a relatively low degree of discipline, supports the opinion that conflict of interests between Member States is still strong. So there is a need of a strong EC leadership and clear division of responsibilities.

Evaluation of impact assessment of the cohesion policy requires to take into consideration administrative burden put on funds recipients. The EU regulations are too heavy and to inflexible. The best example of that is the requirement to keep records on the project for 12 years regardless of project size and to apply the same accounting rules for a small cafe and huge infrastructure project
. Corruption and mismanagement create a serious problem as well. Of the projects ECA audited only 31% were free of error, the project costs were quite often overstated and a large numbers of claims for «ineligible expenditure were found»
.
3. Assessing cohesion 
policy in Poland

In the first programming period 2004–2006 Poland received 12,8 billion euro and was the fourth largest beneficiary in EU, but eighth in terms of EU funds per head. In the EU Financial Framework 2007–2013 Poland will receive 67 billion from the cohesion policy – 20% of cohesion policy budget. All regions in Poland are eligible for funds under the convergence objective. Being the largest recipient of EU funds Poland is treated by the European Commission as a laboratory of cohesion policy – effects obtained in Poland will decide on the effectiveness of regional policy at the level of EU-27 and its future
.

In both periods 2004–2006 and 2007–2013 the largest part of funds is allocated to finance transport development and environment protection. These two areas have a high position on the priorities list because of three reasons: 1) poland’s infrastructure is underdeveloped and needs more good quality roads and sewerage plants; 2) large projects have been perceived as easier to manage and implement than hundreds of small projects; 3) effects of the large infrastructure projects are more visible than investment in intangible assets
.

The structure of European funds expenditure in the first programming period 2004–2007 has been strongly dependent on EC recommendations. Insufficient num​ber of projects and lack of skills and experience of territorial administration to deal with cohesion policy procedures have been mentioned as main obstacles during 2004–2006 operational programs negotiations with the Commission. According EC experts, the focus on large projects should help to spend money faster and centralization of regionally assistance in form of single integrated operational program should guarantee better ministerial control over regional administration. 

None of obstacles indicated by the Commission occurred in Poland. On the contrary: 1) the value of preliminary accepted projects was several times greater than amount of allocated funds; 2) large infrastructure projects happened the most difficult to implement; 3) regional administration has spent Europeans funds much more efficient and effective than Commission predicted. In the programming period 2007–2013 instead of a single regional development program 16 independent regional programs have been established (with the 25% share in total allocation). Decentralization was the most welcomed by regions giving them opportunity to be really involved in the design and implementation of programs.

The planned allocation of expenditures of regional operational programs in 2007–2013 shows that transport development together with environment protection have still almost 50% of total allocation. The share of 3 targets important for endogenous regions development (R&D, entrepreneurship , information society and human resources) amounts 34% of total allocation
. At the level of individual regions one can notice that most lagging Polish regions have very traditional structure of expenditure (high share of transport and environment). Regions with high GDP per head intend to spend relatively more on R&D or information society. Could we conclude that transport development and sewerage plants building are still perceived as the most efficient way to increase convergence between Polish regions? YES but to some extent only. Once the decision on funds allocation has been announced some lagging regions declare the need to re-allocate funds and increase the share of information society expenditures (infrastructure for e-economy more important than highways) which means that long-term tasks as innovations and knowledge economy, slowly start to be really endogenous factors for regions development. The Ministry of Regional Development has published the report on the future of regional policy based on answers to special questionnaire sent by 13 out of 16 Polish regions. The majority of regions is expecting that regional policy will: 1) stimulate development of endogenous potential of regions; 2) focus on local entrepreneurship and development of social capital through improvement of financial and business environment institutions; 3) establish modern education and research system
. That change being a good example of bottom-up type of regional development could be the most significant and long-lasting impact of EU cohesion policy in Poland. It shows, as well, some support at the regional level for inclusion of the cohesion policy into the Lisbon Strategy.

To pass with a good note the test in the laboratory of EU cohesion policy, Poland has to know how to meet country’s main challenges for regional policy. On the list are
: 1) change from sectoral to an integrated territorial approach which requires better inter-ministerial coordination; 2) removal of deficiencies in strategic thinking; 3) focusing not only on rapid absorption of funds but, first of all, on their rational use; 4) reforming regulation framework of cohesion policy. 

The deficiency of strategic thinking takes a very peculiar form: instead of single strategy of long- term development accepted by all political forces and implemented step by step, independently on political cycles, there exist at least hundreds of different sectoral, regional or other strategies. That kind of «overproduction» combined with the lack of inter-ministerial coordination results in chaotic, inconsistent cohesion policy. The case of transport receiving more than a half of all allocated for Poland EU structural funds is the best example of it
. Effects of these huge expenditures are below optimal targets because of the lack of a good strategic planning processes. It should focus more on urban transport systems (including the development of public transport), modernization of rail transport, and integration of housing and transport development. In period 2007–2013 Poland allocated 51,70% funds for road transport and 27,00% for rail transport in the Operational Program Infrastructure and Environment. In the regional programs the rail transport’s share amounts 13,3% only versus 69,8% share of road transport
. It is not clear, however, if during the decision making process government was aware of all consequences putting road transport so high on its priorities list. This type of decisions having a significant impact on future development should be made after a wide public debate on Poland’s strategic targets and be consistent with a single strategy accepted by all political forces. Even more important, however, is the availability of impact assessment analysis, showing in money terms all benefits and costs of alternative paths of infrastructure development, including the broadband development throughout Poland. Unfortunately, Polish administration does not have, yet, sufficient experience in costs-benefit analysis, so strategic planning is often based on intuition instead on econometric models
. Ministry is collecting individual proposals and trying to integrate them but the lack of appropriate tools makes operational programs similar more to patch-work type construction than to programs consistent with a long-term strategy. The change of that situation is possible only when appropriate reforms of Polish administration will come. As for now Prime Minister Office’s position is not strong enough to coordinate activities of ministries in an efficient way. There is also no clear how far Ministry of Regional Development is allowed to intervene into strategic plans of individual ministries,. As for now they are constant blocking all amendments giving more authority to Ministry of Regional Development. It seems that present inter-ministerial coordination system, based to some extent on pre-transfor​mation procedures, is immune to changes. The relatively low propensity to reform is partially caused by still unstable political system and a weak pressure for necessary changes from the private sector.

Low quality of cohesion policy regulations makes effects of regional policy below those which could be achieved in a «Better Regulation» environment. Excessive, inconsistent and inflexible regulation, «gold-plating» of EU regulation, slow progress in implementation of regulatory reform are, a few only examples, of institutional environment unfriendly to regional cohesion. Low quality of business environment increases costs of regional policy and motivates to concentrate on fast funds absorption rather than their rational use
.

Conclusions.

1. Cohesion regions should be encouraged to develop their own strategies focused on local infrastructure development and education system.

2. More EU assistance is needed to improve administration capacity in EU New Member States.

3. Main challenges for Poland: i) formulation of a single, consistent and consequently implemented development strategy integrated with regional policy targets; ii) better horizontal policy management; iii) better regulation.

References

Angresano J. The Political Economy of Gunnar Myrdal. Edward Elger, 1997.

Boyer R., Pett P. Kaldor’s Growth Theories: Past, Present and Prospects for the Future // Nell E.J., Semmler W. (eds.) Nicholas Kaldor and Mainstream Economics. Macmillan, 1991.

Bradley J. The Impact of Community Support Frameworks on Objective I Countries: Greece, Ireland, Portugal and Spain 1989–2006. Dublin, 2000.

Cappelen A., Fagerberg J., Verspagen B. Lack of Regional Convergence // Fagerberg J., Guerreri P., Verspagen B. (eds.) The Economic Challenge for Europe: Adapting to Innovation-Based Growth. Edward Elgar, 1999.

Dąbrowski M., Implementing Structural Funds in Poland: Institutional Change and Participation of the Civil Society // Political Perspectives. 2007. Is. 2(5).

Ferry M. The EU and the Recent Regional Reform in Poland // Europe-Asia Studies. 2003. Vol. 55. № 7.

Gruchy A. Contemporary Economic Thought: the Contribution of Neo-institu​tional Economics. Augustus M. Kelly, 1972.

Krugman P. Development, Geography and Economic Theory. Cambridge, MA: MIT Press, 1995.

Ministry of Regional Development. Integrated Regional Development Operational Program. Warsaw, March 2005. 

Myrdal G. Economic Theory and Underdeveloped Regions. Harper and Row, 1957.

Ohmae K. The Rise of the Region State // Foreign Affaires. 1993.Vol. 72. № 2. 

Territory Matters for Competitiveness and Cohesion: ESPON Synthesis Report. Denmark, October 2006.








































� Growing Regions, Growing Europe. Fourth Report on Economic and Social Cohesion. European Commission, 2007. Р. 8.


� Growing Regions, Growing Europe. Fourth Report on Economic and Social Cohesion. European Commission, 2007. 


� Growing Regions, Growing Europe. Fourth Report on Economic and Social Cohesion. European Commission, 2007. Р. 5.


� Communication from Commission to the European Parliament and the Council. Fifth progress report on economic and social cohesion. Growing regions, growing Europe. Р. 2. (�HYPERLINK "http://ec.europa.eu"�http://ec.europa.eu�)  


� Bradley J., Untiedt G. Economic Modelling and Development Systems. Р. 122.


� The Future of EU Regional Policy. Op. cit. Р. 28.


� The Future of Regional Policy. Оp.cit. Р. 38.


� Gordon Brown has acknowledged that: «There are many things we want to encourage local skills and research and development, and local businesses, but we are not able to do because of the existing rules» BBC, 6 March 2003.


� European Report, 10 July 2007.


� OECD Territorial Reviews. Poland, OECD, 2008. Р. 102.


� A proper strategy for infrastructure development may seem a «relatively easy and low risk strategy for regional politicians» Rodrigues-Pose and R.Crescenzi R&D Spillo�vers Innovation Systems and the Genesis of Regional Growth in Europe. 2006. OECD. (www.oecdorg/dataoecd/23/28/37618122.pdf)


� Ministry of Regional Development. 2007; OECD Territorial Reviews. Poland, OECD, 2008.


� Nowa koncepcja polityki regionalnej. Ministerstwo Rozwoju Regionalnego. Warszawa, April 2008; Freyberg E. Przyszłość europejskiej i polskiej polityki regionalnej. Euro�pejski Doradca Samorządowy. 2008.


� OECD Territorial Reviews. Poland, OECD, 2008.


� More than 41% of funds of central programs and 26,1% of a budget of regional programs (table 6). 


� Ministry of Transport. 2007.


� «Cost-benefit analyses are essential to determine which investments will be optimal and to achieve the necessary balance. So far there seems to be insufficient analysis of the benefits from proposed investments». Economic Survey of Poland. OECD Publications. Paris, 2008; OECD Territorial Reviews. Poland, OECD, 2008. Р. 119. 


� The regulation under which money allocated for a project should be spent within 2 years of being entered into the budget (n + 2 rule ) or money will be cancelled.   





404
578
577

