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Structural Policy and
Multilevel Governance

in the EC
Gary Marks

The aim of this chapter is to analyze recent developments in the LEurcopean
Community’s struclural policy, asking two sels of questions that have im-
phicattons for our understiarding ol the Europenn Cutimunily in gencral: (1)
How have institulional innovations come about, and which aclors have been
mosl responsible for shaping them? (2) What arce the consequences of insti-
tutional innovation for existing institutions? What kind of political order is
emerging in Europe, and what are the consequences ol instilutional innova-
tion for the existing state system?

Two lines of theorizing have staked out the terrain of debale on lhese
questions. On the one side, lunctionalists and neofunctionatisis have con-
ceived of the process of instifutional innovation as one ol “integration” in
which supranational inslituticns compromisc state autonomy and sovercigily
by shaping instilutional competencics, resources, and decisiominaking rufes.'
Oa ihe other side, realists, neorealists, and intergovernmental theorists have
arguer that member states and their excculives continue lo dominate deeision-
making in the Guropean Community.” They emphasize the de jure supremacy of
member slates in the treaties that establish the instilutional framework of the
Curopean Communily; they note that member stale exceutives are represented
directly in the most powerful EC decisionmaking body, the European Council;
and they stress the de Facto subordination of supranational institutions to member
stale execulives in major episodes ol institutional innovation, including most
recently, the Single European Act and the Maastricht Treaty.

While they differ substantively, these contending accounts share a fun-
damental assumption about how le conceplualize the Guropean Community.
Both vicw Ihe defining leatures of the vulcome in terms of the relative rele
of supranational versus national institutions. They share a conception of the
oulcome of tnstitution building in the European Community as varying afong
a dimension characterized by intergovernmentalism at one extreme and a
supranational state al the other. Henee, the debale belbween these aecounts has
been pursued by examining the reltive influence of BC institutions vis-a-vis
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meinber state executives and by asking how supranational the EC institidions
renlly are.

This chapler bears on this debate in two ways. First, I argue that a
convincing analysis of institwtion building in the EC should go beyond the
ascas that are ransparently deminated by member stales: Minancial decisions,
major preces of legislation, and the treaties. Beyond and beneath the highly
visible politics of memnber state bargaining lics a dimly lit process of inslitu-
tional formation, and here the Commrission has played a vital role.

Second, I argue that the debale beiween supranational and national
conceptions of institulional formation in the Europcan Community misses a
eritical element of the whole picture, namely, the increasing importance of
subnational levels of decisionmaking and their myriad connections with other
lcvels. I suggest that we are sceing the emergence of mdltilevel governance,
a system of continuous negotiation among nested povernments at several
territorial tiers—supranational, national, regional, and local—as the result of
a broad process of institutional creation and decisional reallocation that has
pulled some previously centralized functions of the state vp o the suprana-
tional level and seme down to the local/regional level.

T'he Budget for Siructural Policy

Tlse Muastrichl Treaty of Decembier 1991 set the stage Tor a large increase in

spending on structural policy, following on the heels of the doubling ol the

funds agreed to in 1988. Realfirming the Community’s commitment to reduce

“disparities between the levels of development of the various regions and the

hackwardness of the least-favored regions, including rural areas,” at

Maastrichl the member states agreed to set up a new Cohesion Fund to funnel

money for mecling environmental standards and for building trans-European
transportation networks to the four countries (Greece, Ireland, Portugal, and
Spain) with a per capita GNP of less than 90 percent of the Communily
nx‘cragc,J 1

" However, the Maasiricht Treaty contained no ﬁgurcs' on how much
structural spending would increase nor on the size of the new Cohesion Fund.
At the Edinburgh summit of December 1992, alter several rounds of intense
bargaining, the member states agreed Lo increase structural spending lrons its
present ECU 18.6 billion to ECU 30 billion (in 1992 ECU} in 1999, of which
FCU 2.6 billion will be devoted to the Cohesion Fund. That amounls to an
ingrease of 61.3 percent ip structural funding, which in absolule lerms is even
lirger than the previous doubling between 1987 and 1993.* The share of
structural operations in the tofal EC budgel will rise Irom 28 percent in 1992
o more than one-third in 1999, Of the additional ECU 17,3 billion in EC
spending agreed to at Edinburgh, ECU 1A billion is targeted Tor cconomic
and social colicsion.
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Structurad aid will continue to be concentrated on the puorest countries
and regions. Al presenl, countrics and regions with a per capita GDE of less
than 75 percent of the EC average (objective 1 regions: Northern lTreland,
Ireland, Portugal, large parts of Spain, Corsica and the French Overseas
Departinents, Southern Naly, Greece, and now the five eastern German
linder) receive around two-thirds of structural funding.® Funding for these
regions will double by 1999. The bulk (1wo-thirds) of this proposcd increase
will come not from the new and mach reporied Cuhesion Fund, but from
further expansion of the structural funds.

Funding is slaled to increase by 50 percent for the remaining objeclives
(objective 2: converling rcgions seriously alfected by industrial decling;
objective 3: combatling long-term uncmiployment; objective 4: facilitaling
occup.alional integration of young people; objeclive Sa: speeding up adjust-
ment in agricultural structures, particularly marketing and processing, across
the EC; and objeclive 5b; rural development in selected regions, particularly
those covered under objective 1). In addition, the Commission has stated that
“there might be a case™ for establishing a sixth objective, (o aid regions
pacticularly dependent on fishing.®

Al boll the Maastricht and Edinburgh swmmits, structural spending
beeame high politics as Spain demanded—and eventually received —a new
regional initiative on cohesion Lo offset its impending net revenue loss with
the Comnmunily. The Spanisii demand for a nalional cohesion fund for
member states whose per capita GNP was less than 90 percent of the EC
average was a cleverly calculated move, providing Spain both with the [ion’s
share of the (unding and allies in pushing the measure forward. Because the
fund is directed lo member stales, not poor regions within inember states, it
culs out the remaining two of the three mosi populous poorer regions in Uic
Community, the Mezzogiorno and casicrn Germany, because these are in
relatively wealthy member states. Whereas Spain has just 7 percent of the
populalion of all objective 1 regions, it encompasses more than 60 percent of
the population of countries whose per capita GNP is less than 90 percent of
the EC average, and Spain has already reccived informal endorsement for its
claim on 55 percent of the Cohesion Fund.,

The poorer countrics argue that they should receive funding as a side
payment for their agreement fo market integration and monctary union,
innovalions that Ieave them cconomically vulnerabie. These countries are in
a double squeeze: they face the challenge of constraining public cxpenditure,
reducing inflation, and balancing their external accounts 1o meet the criteria

of convergence for Europcan monetary hdegration while trying to mecet
compctitive pressures that are intensifying ns a result of markel unification.
This is not to say that they arc bound to lose, cither absolutely or even relative,
to the richer member states over the next several years. Disparitics in GDP
per capita at the member state level nmrowed slightly over the 1980s.” Of the
coundries whase per capita GDP was less than 90 percent of the 1iC average,
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Spain, Portugal, and Ireland did beller than average; Greece alone did worse.”
While many, perhaps most, econotnists belicve that in the absence of major
fiscal redistribution, EMU will hurt the poorer countries, a Commission study
ol the distributional effects of EMU concluded that the overall elfects on the
Community's regions are not clear-cut.” On the one hand, poorer regions will
losc the nominal exchange rale instrument and face stricter nalional budgelary
discipline. On the other hand, they can take advantage of new economies of
scale, lower transaction costs, and reduction ol interest rates presently bearing
exchange risk premiums.

Given their middling performance over tic past decade, and the sensiliv-
ity of the poorer counfries to factors that arc difficuit if not iimpossible to
predict (such as the outcome of the Uruguay Round of GATT and the state ol
the world economy), it makes litile sense lo conceive structural policy as a
side payment for expected josses. However, govermunents in the poorer
sucielies make a convincing case that they face a particularly severe economic
risk as a result of the twin pressures of Europe-wide economic competition
and attempis to meet EMU convergence criteria. Further, it scems sensible to
argue that an economic downlurn stands to hurt a poorer country more than
ome that is richer, because the welfare safety net of a poor country is weaker.

The intense economic bargaining of the past year reveals just how
imprecise is the Maastricht Treaty.'® Despite the high emotions it has engen-
dered among publics who were formnerly content to let elites run European
integration, the Treaty is an open-cnded and ambigitous document. It is il
of legalese and “Eurospcak™ concerning an impressive range of pelicy areas
bul holds few hard commitments on the part of member states. The Maastricht
Treaty has been the starling point, not the end point, for negotiation among
interested parties. This is the case for most areas covered in lhe Treaty,
including economic and monetary policy, the creation of a central bank, and
social policy. In structural policy, the Treaty barely sels the parameters of
negolialion. It contains no overall spending commitments nor even projec-
tions for planned expenditure. As noled above, Lhe institulional innovation it
does describe in some detail, the new Cohesion Fund, accounts for only a
small part of the total increase agreed at Edinburgh. The Tresty calls for a
“thoroupgh evalualion of the operation and cffectivencss of the Structural
Funds,” but provides minimal substantive guidance to the Commission on the
task of institutional restructuring.

While it is sensible lo view the Maastricht Treaty with a lens focused on
bargaining among member slates, to understand the process of institutional
creation in the European Community one must go beyond the process of
treatymaking. In the first place, the Treaty must be ratified in each of the
member states; this has involved intense public scrutiny, party polilical
mmobilization, parliamentary votcs, and, in Denmark, Ireland, and France,
national referendums. European integration and approval or rejection of the
Trealy are tied inde diverse crosseulling issucs—immigration, national iden-
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tity, state sovereignty, anti-clile sentiment, dynamics of parly competition,
and above all, support or opposition 10 exisling governments--that cloud the
debate and make prediclion of outcomes impossible. Tn sharp and entirely
uncxpecled contrast to the previous round ol institutional recasting, the Single
European Act of 1986, the debate about the Treaty captured the political
arenas of several member states, including Denmark, France, and the UK.
Now Lhal the genie of Europcan integration has been released from the batile
of technocratic planning, quict accommodation, and clite-driven bargaing into
the highly charged atmosphere of domestic party politics, it scems unlikely
that national leaders will ever be able to coax il back.

Secondly, there is the less ransparent, but very consequential, process of
post-Treaty interpretation and institution building. The causal logic of this
process varies across policy areas. In this and the next section, [ argue that in
budgetary matters member states are dominant. However, determining the
size of the budget does not determine the manner in which it is spent, and in
subsequent sections of (his chapter, I show that {he Cominission has played
an auwlonomous and powerlul role in spending.

Principle of Structural Policy

When one examines the operation of structural policy, it is clear that the
Commission has come {o be a central actor, The Maastricht Treaty affinns
the reform of the structoral funds agreed (o at 1he Brusscls summit of February
1988. The current system is based on the principles of programming, partner-
ship, and additionality, each of which provides the Commission wide latitude
in formulating and implementing policy.

Programming

With the 1988 reform of the structlural funds, the Commission has shifted from
its previous role as hands-off financial manager to that of active participant
in framing and monitoring regional development programs.’’ Rather than
support individual “projects” proposed by member states that in all likelihood
would have gone ahcad in any case, the three funds responsible for structural
policy (the European Regional Development Fund, the European Social Fund,
and the Guidance Section of the Agricultural Guidance and Guarantee Fund)
have increasingly combined their interventions in multifaceted “programs”
budgeted for five-year periods. Whereas projects usnally consist of straight-
forward inlrastructural investment (such as road building) planned and car-
ried out exclusively by metnber states themselves, programs generally include
a mix of public and private activitics designed by the Commission and
subnational governments in conjunction with member states. Programs in-
volve diverse incasures such as dirccl investment in private industry, provi-
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=ion of consulting services, R&D, and technical and vocational training.

A Protocol on Economic and Social Cohesion annexed to the Maastricht
Treaty suggests seme chariges in the administration of structural funds, While
(he changes have a technocratic justification—1o increase “flexibility” in
[unding—they also enlarge the Commission’s scope for aulonomous
decisionmaking. The Conmnission is currently drawing up a detailed recon-
mendation based on these suggestions (“the refonn of (he reforms™) that will
be put 1o the Counci! in 1993.'? The overall dicection of these reforms will be
as follows:

L. Increased scope for structural intervention. The Commission wishes to
integrale aid for health and education, areas currently not covered by structural
spending, into its developiment programs.

2. Increased rates of Conumunity assistance. Al presenl the Commission
can decide 1o provide a maximum of 75 percent of the funding for a program in
oiective 1 regions. This rate will be increased so as 1o reduce the squeeze that
the poerest member states lace in cofunding cxtensive Comununity development
programs while simultancously having to reduce public spending to satisfy
MU convergence goals. The maximum rate for Community cefunding lor the
ncw Cohesion Fund is 90 percent.

3. Greater emphasis on Conrmunity iniriative programs. The Commission
will cail for an increase in the share of {iotal structural spending to be channeled
into special sectloral programs designed by the Commission from the current 9
peicent 1o about 15 percent. In using these Tunds, the Commission would be
granted latitude to incorporate neighboring regions not included under existing
olbjectives. .

4, Simplifying the planning process. At present (here are three stages: first
the mermber stale draws up # national development plan that sets out broad
planning goals; then the Commission, in conjunction with representatives of
local and regional authorities and member states, develops community support
frameworks {(CSFs) that set out funding prioritics and oulline the general means
to achieve them; finally, the CSF is hanunered down into a number of five-year
bperational programs that become the basis for Community funding. The
Commission is now weighing the case for reducing the number of slages o two
by culting out the [irst stage, at least for smaller CSFs,

Partnership

Partnership, the participation of subnational governmental representatives
alongside member stale representalives and the Commission in preparing,
irnplemenling, and meniloring development programs, is now a guiding
principle of Community structural policy." In drawing up CSFs, Commission
administrators visit the regions, consult, and (il necessary) actively mobilize
input from local governknent administrators concerning the Kinds ol progriuns
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they wantin their regions. Subnational representatives are involved alonpside
member state representatives in the hinnnual meetings of the monitaring
commiilees for each CSF. Whereas the Commission used (o dea] exclusively
with national governments, which articulated their own regionat plans, since
1988 it has opened the process to regional and local governments.

The Commission cultivates regional contacts in several ways. Bruce
Millan, the Commissioner for DG-16, the regional fund, has relied exten-
sively on his comtacts with subnalional government representatives in
developing new Communily initiatives. For example, RECHAR, an EC
initiative to aid economic adaption in coal-mining communities, was
designed after consultation wilh representatives in the north of England
and other affected regions. With the support of the Commission, both
objective 1 and objective 2 regions have created supranational associa-
tions (0 mobilize their intercsts in Brussels and Strasbourg. In 1991, in the
first of what is intended lo be an ongoing series of meetings, DG-16 invited
represcnlatives from each of the sixty objective 2 regions to a conference
in Brussels where they exchanged information on development strategies
and sources of {utvre funding.

In its proposals for refonn of the reforms, the Comunission inlends to
press for “cnhancement of partnership on the basis of more clearly delined
responsibilitics: the division of responsibilitics belween the Commission and
the regions should be inore clear cut to make for more decentralization in the
detailed definition of projects and in the implementation of programs, which
should be handed over (o those in charge ol the operations on the spot.”’* This
deinand is consistent with “subsidiarity,” the principle (discussed below) that
decisions should be laken at (he lowest feasible level of government. It is also
consistent with the Commission’s inability 1o administer programs directly
in the regions, given ils small stafT. The Dircctorate General that has prime
responsibility for the operation of programs in the field, DG 16, has a staff of
less Lthan 500 managers and ficld operatives lo administer a budget in cxcess
of ECU 6 billion spread over more than 200 programs.

Since 1990, the Commission has been elaborating an expanded concep-
tion of partnership (“social partnership”) encompassing nongovernmental
organizalions, particularly regional labor and employcr organizations.'
While it lacks authority to enforce participation of the social partners in
structural decisionmaking against Uie wishes of a member state and does not
yct challenge the right of member states to determine the formal composition
of the regional side of the partnership triangle, he Commission has served
notice of its ambition that “the social partners must be more involved in the
programming procedures than they were in the past.”™'*

Additionality

The principle of additionality deoands that Ninancial conlributions te struc-
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tural funds are additional 1o what member siates would otherwise spend. The
Justification for additionality is straightforward: 1o the exlent thal inember
states take account of 13C structural funds in their own {inancial calculations,
spending correspondingly 1ess of their own tnoney in the large! regions, this
defeats the very notion of a Community structural policy.

Despite the importance of the principle, it has proved extremely difficult
lo implement. One part of the problem is that it is ambiguous for member
states (in particular, the United Kingdom) that have reccived no increase in
1:C structural funding. Article 9 of the Council regulation sctting out the 1988
refonm of the strctural funds specifies that “the Conunission and the Member
States shall ensure that the increase in appropriations . . . has a genuine
additional economic impact in the regions concerned.”'’ Hence, the British
government has maimtained that it is under no legal obligation to provide
additionality, and the bulk of EC structural aid is, at this time of wriling,
channeled through the Treasury.” Under the present UK system, local autlzor-
ities are not allowed 1o borrow additional funds (o match Community spend-
ing but must draw their share from existing planned expenditure,

A second, more general, and perhaps even more intraclable problem is
thatit is very difficult for the Commission to ascertain additionality, even in
cases where the member slate is-cooperative, because it is impossible to know
how much would have becn spent in a fargeted region il there were no
Community regional policy. Since 1990, the Commission’s approach to this
has been to press member states 1o create special budget lines for stroctural
spending so that they can obscrve the flow of EC money o Lhe regions
concerned. In Eurojargon this is the demand for “lransparency.” The Com-
mission has also sought to gauge additionality by evaluating how total
tegional spending in individual comiries has increascd over time as EC
structural spending has increased. To this end, in August 1990 the Commis-
sion asked member stales lo provide (by November 30, 1990} statistical
information on regional aid (o targeted regions.”” No member state complied;
most pleaded for more time, invoking technical problems with breaking down
the data by geographical units as required. The Commission extended the
deadline to May 15, 1991. Al the time of writing, the Comthission still was
‘not completely satisfied- that the UK, lialy, or Spain were fulfilling ad-
ditionality.

Financial Growth, Institutional
Formation, and Decisional Power

A nolable characteristic of structural policy in the EC is that the dynamics of
hudgetary expansion are very diffcrent from those of institwlional Tormation
and policy practice. The driving foree for change in all areas of structural
policy has been the considerable growth in resources as a result of member
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state bargaining. The institutions and practices that govern how those re-
sources arc used, however, bear little relation o how they were gathered.

The Council of Ministers remains Lhe key forim for innovations in
structueal policy funding.” The ceeation of a Regional Development Fund in
1975, (e decision to double structural funding in 1988, and the current
bargaining about lurther increases in structural lunding at Edinburgh—ali are
the result of nzgotialion among meniber states. If one’s vision were limited
to highlights in the development of the EC’s structural policy over the last
seventeen years, one would conclude {hat this policy arca is dominated by
member states. From this perspective, (he creation and expansion of regional
funding reflects the need to find a financial instrunent to pay off poorer
member states lo gain their assent (o policics thal they would othierwise reject.

This is a valid perspective, but it nceds 1o be extended by cxamining the
praciice of structural policy, for it is obvious that the way an institution is
funded docs not telt us how it actually works and spends. An exclusive focus
on key watersheds of institutiona| creativily-—as critical as they are 1o the
overall process of Guropean integration—is not just partial, but seriously
misleading. Both (he Single European Act and the Trealy on European Unjon
are exceptional institutional breakihroughs that 1eli us only a limited amount
about other aspects of political life in the EC, in the same way that constitu-
tional structuring and restructuring in a nation-state provide only one line of
sight into its political dynamics. When one lifts the lid on the practice of
structural policy, it is clear that the Commission has playcd a vital role in
designing the institutiona? framework. Within thal framework, the Commis-
sion is the key actor in the process ol policymaking and implementalion.

While the doubling of structural funding in 1988 at the Brussels summit
resulted from member siate bargaining, the institutional reforms that were
agreed by the Council later that ycar were drawn up by the Commission. Apart
from the concession of a watered-down clause concerning additionality (o
moliify the UK, the result reflected the Commission’s wishes.

The reforms have given the Commission an impressive margin of latitude
in allocaling resources. A significant portion of lotal structural spending, ECU
5.5 billion, 9 percent of tolal spending during the funding period 1989 10 1993,
has been allocated directly by the Commission in the form of Community
initiatives.” Thesc are programs originated and administered by the Regional
Development Fund for specific problems, suclh as converting regions for-
merly dependent on steel, shipbuilding, or coal. The remainder of the struc-
tural budget is allocated among member stales on the basis of broad ranges
rather than fixed quotas.

The Commission’s power of ihe purse can be used to apply intense
pressure in dispules with imember states, as was cvident in the dispute with
the UK conceming additionalily. Afler several months of inconclusive pos-
turing on both sides, in December 1989 Bruce Miltan, the Commissioner of
the Regional Fund, decided to create a new Community initiative that would
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hightight the policies of the offending ministries of the Thatcher govera-
ment, the Department of Trade and Industry, and the Treasury and in Lhe
process encourage sirang opposilion lo the government from political
interests in the regions that stood to gain from the program. The Commu-
nily initiative that Mitlan created, RECHAR, was designed to aid in the
conversion of coal-mining regions. Funding crileria were such that qualify-
ing regions in the UK were stated to receive 44 pereent of the ECU 300 million
allocated to the initiative.* In addition, Millan arranged for the European Coal
and Steel Community to earmark ECU 120 million in polential {oan rebales
and ECU 40 million in supplemeniary funding for 1990, ECU 50 miilion for
1991, and furthier amounts in subsequent years. When the government con-
tinued to insist that Community structural funds would be channcled into the
Treasury, ieaving the target regions to raise the bulk ol their matching funds
by culling expenditures elsewhere, Millan blocked the UK side of the pro-
gram. Later in 1991, with the dispute still unresolved, Millan threatened to
block the total structural allotment to the UK for 1992-93, amounting to
around 900 million pounds.” Under intense political pressure, described in
more detait below, the UK govermnent was brought (o the negotiating lable,
and in mid-February 1992 it formally accepted (bul has not yet implemented)
the Commission’s demands concerning addmonahty, whereupon Millan re-
tcased the RECHAR funds.?

The clitnb-down by the UK goveriunent in the dispute is all the more
remarkable when one considers the diverse grounds of UK opposilion to the
Commission’s position. The government’s resistance lo additionality was part
of its overail strategy to control public spending. From the Treasury’s stand-
point, true additionality meant additional spending of about 130 million
pounds. Opposition to additionality was reinforced by the perception that the
UK receives no net benefit from EC structural Tunds; its receipls refalive to
those of all member states are smaller than its rclative contribuation to the
Community budget. The government goes even further and opposes the
principle of Commission inlerference in regional spending decisions on the
grounds that they are an intcrnal matter for the UK alone. In his testimony to
a House of Lords select commiltee concerned with the structural funds, Peter
Lilley, secretary of state for trade and industry, argued that the UK would
prefer the abolition of the structural funds in favor of financial transfers from
Brussels directly to Whitehail.” From a legal standpoint, the government
continues o insist that it is under no formal obligation to enforce additionality
under Article 9 because its structural funding has not increased since 1938.

As I detail in the next section, the Major government backed down for
several reasons, including its sensitivity to opposition from Conservative
tocal authorities and MPs in (he run-up to a general election. Millan pursued
a careflully orcheslrated sirategy lhat succeeded in gaining regionat support
for the Commission’s position within the UK and difTusing the government’s
claim that the dispute pitled the country against intransigent and inlervention-
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ist Burocrats. Whilc the Comnission’s control of spending was by no means
sullicient for its political success, it was cerlainly a necessary condition.

ITow has the Commission inanaged (e creale an institutional framework
in which it has such impressive control over resources? One important source
of Commission power is ils agenda-sctting ability. The progressive expansion
of structural spending has been driven by bargains involving financial trans-
fers across member states, but (hese bargains have had virually no institu-
lional component. While the Council is the key arena for resolving basic
issues of governance and finance in the Cnmmumly, it has neilher the
cohesion nor the institutional capacity to acl in detail. Thc Commission drew
up the blueprint for the 1988 reform of the structural funds, and this blueprint,
with only minor revisions, was approved by the Council.

The Commission's way was smoothed because the EC’s structural
policy was an innovation that supplemented rather than reptaced existing
efforts on the part of member states to provide regional aid. As a result,
there was little resistance from member state bureaucracies entrenched in
regional policy. Moreover, regional policy was very weakly developed in
the poorest member states—Greece, Ircland, Portugal, and Spain—I(hat
had the most at stake in the institutionalization of funding, Thesc countrics
welcomed an activist approach on the part of Brussels because they lacked
not only money, but the expertise to spend it wiscly. Conversely, those
countrics that had thc most entrenched burcaucracies in the ficld of
struclural policy—the UK, Wesl Germany, 2nd France—believed that they
would be least affected and were generally conlent to go aleng with the
Comunission’s plans.

The Regional Dimension in the Emerging European Polity

Wilh the exception of “Curope of the Regions” visicnarics, whose ideas have
had little impact on eitlier the practice or the theory of institution building in
the Europcan Community, the dominant conception of possible outcomes has
been a continuum between a system dominated by existing states at one
extreme and a supranalional European state at the other. While scholars’ ideas
about the causality of European integration vary sharply, as do their predic-
tions, mosl share this conception of the range of alternative destinations.
The experience of structural policy compels us to reevaluate this concep-
tion of culcomes. Structural policy in the EC does not fit along a continuum
running from continued national slatc predominance to the cmergence of a
Euroslate. Instead, it appears 1o be a two-sided process, involving decentral-
{zation ol decisionmaking to subnational levels of government as well as
centralizalion of new powers at the supranational levcl. 1f we encompass (he
experience of structural policy in our notion of the future European polity, it
cait be viewed as the leading edge of a system of multilevel Eovernance in
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whiclh supranational, uational, regionil, and Tocal governments are en-
meshed in territorially overarching policy networks. lostead ol o centrip-
etal process wherc decisinnmaking is progressively centralized in
Communily institutions, in structural policy we see a centrifugal process
in which decisionmaking is spun away [rom member staies in two dirce-
tions: up to supranational institutions, and down to diverse vnits of sub-
national governmenl; instcad of the unambiguous allocalien of
decisionmaking responsibility between national and supranational gov-
ernmments, we see the instilutionalization of contested spheres of influence
across several tiers of government.

Subnationzl governments have developed vertical linkages with the
Commission it bypass member slates and challenge their traditional role as
sole intermediary betwecn subnational and supranational levels of govern-
ment. Direct contacts betwecn the Commission and subnational governmental
represcnlatives lake place on a daily basis both in the regions and in Brusscls.
Commission officials visit targeted regions and consult extensively with local
and regional governiment representatives, and these representatives are active
participants alongside Cemmission and member stale officials in the friparlite
(CSF monitoring committees. About 24@ committec mecetings involving Com-
wission, national, and subnational representatives lo menilor CSFs and oper-
alions programs were licld in the regions of the EC in 1992.° A large number,
perhaps a majority, of regional or local governments in objective 1 and
vhjective 2 areas have sought direct links with {he Commission by opening
oflices in Brussels where they monilor EC regulations, lobby the Commis-
sion, and shepherd their proposals for Minding through the Communily
process.”” As noted above, subnational representatives have also played a
critical role in designing and campaigning lor new regional initialives, some-
limes, as in the case of RECIIAR, quite independently ol their member stales.

The growth of direct links between subnational governments and Lhe
Commission opens up some interesting coalitional possibilities, pitting both
cnds against the middle (i.e., member slates). In an carlier analysis of the 1988
reform of the structural funds and its consequences, 1 speculated about how
- existing stales might be “outfanked on the one side by the transfer of
authority to the EC and on the other by incentives for newly assertive and
politically meaningful regional bodies,” noting that it would not be surprising
tf “regional governments and Community institutions should regard each
other as useful potential alties in bargaining with member states.”™ The recent
clash between the Commission and the UK over additionality reveals the
scope for such alliances even in a country where subnational government is
relatively weak. The efforts of the Commission to put financial pressure on
the UK government went hand in hand with the political mobilization of local
authoritics on the issue, led by a Bamsley-basced organization, the Coalficld
Communities Campaign (CCC), thal represents ninety-seven local authorilics
in coal-mining areas in the UK and coordinatcs them with like regions in
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Belgiom, France, Germany, and Spain.” The CCC.was instrumental in
developing the RECIHAR initiative in cooperation willt the Luropean Re-
gicnal Development Fund and in alerting local authorities (o the sources of
the conflict between the UK government and the Commission by publishing
pamphlets, organizing educational seaninars for local government represen-
talives, and informing the media.™ The fact that some Conscrvative, as well
as Labour and Liberal Democratic, local avihoritics were involved in the
campaign to change the government's policy on additionality undermined the
govemment’s allempt to paint the conflict as one that pitted Britain against a
meddlesome Eurocracy headed by a Labourite (Bruce Millan, former secre-
tary of stale for Scotland under a Labour government). By late 1991, when
the conflict first hit the front pages of several UK newspapers, the camnpaign
had gained the support of regional affiliates of the Confederation of British
Indusiry as well as of the Trades Union Congress, the Yorkshire Chiamber of
Commerce, and Conservalive members of parfiament in constiluencies that
were being denied Community funding. All five national associations ol local
aulhorities opposed the government.

Several aspects of the conflict—the way in which local actors were
mobilized, their alliance with the Commission, and the elfectiveness of their
efTorts in shifling the government’s position—conlirm the claim that strue-
tural policy has provided subnational goverminents and the Commission with
new political resources and apportunities in an emerging multilevel policy
arcna,

The conllict over additionality shiows the scope for unintended conse-
quences in the EC very clearly. In the previous section, I argued that treatics
shape Uhe process of institutional crealion only in rough oulline. A corollary
of this is that member states do not know exactly what they are agreeing to
when they sign on. In this casc, the UK government fell inlo a trap of its own
making, for it had agrecd to reforms of the structural funds that included an
ambiguous commitment to additionality and provided the Commission with
the means to enforce its own interpretation. It is worth stressing, however,
that the idea of uninlended consequences is tricky in the context of oigoing
political relalionships where learning lakes place. Having been at the sharp
cead of growing Commission power and subnational government assertive-
ness, the UK government is likcly o pay morc allention to institutional details
in the Ntture and be more willing to exert its veto power, or threaten to do so,
to stave off luture debacles.

Subnational Government and Transnational Networks

At Maastricht, the member stales agreed in a protocol attached (o the Trealy
to cxpand the Consultative Council of Regional and Local Authoritics, set up
by the Commission in 1988 with consultative rights over the formulation and
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implementation of regicnal policies, into a Committee of the Regions on lines
parallel to the existing Econoinic and Social Commiltce. The Commillee of
Lthe Regions has a larger membership than the previcus Consultative Council
{189 against 42), and aithough the new body remains largely symbolic, it is
sriven a wider consultative role.” The prolocol dirccts the Councit of Minis-
ters and the Commission 1o consult with the Committce of the Regions on
regional issues. In addition, the Commitlee can [orward its opinion lo the
Council and Commission “in cases in which il considers such action appro-
priate.”

This new chatnber is merely the most visiblc of a diverse and growing
nwnber of mostly specialized transnational organizations representing sub-
national governments, including the Assembly of Curopean Regions; the
Conference of Peripheral Maritime Regions; the Association of Regions of
Traditional Industry; the European Association of Border Regions; the Union
of Capital Regions; associations covering the Western, Central, and Eastern
Alps, the Jura, and the Pyrenecs; the Association of Frontlicr Regions; and the
Coalficlds Communities Camipaign.*

The creation of new networks of interaction, influence, and policymaking
spanning subnational governments, member stales, and the EC complicate
instiiution building in the Evropean Comimunity, While the notion that mem-
ber states intermediate between domestic pressures and supranational institu-
tions, as illustrated in Figure 23.1, provides a uscful theorctical starting point
for the analysis of some policy areas, such an approach is not appropriate in
structural policy, Instead we are sceing the emergence of a lar more complex,
npen-textured, and fluid sitvation in which subnalional governments interact
both with the EC and crossnationally, as represented in Figure 23.2.%

Figure 23.2 is misleading in one important respect: it suggests homoge-
nceus patterns ol inulitlevel govemance across the EC. In fact, there are wide
variations across, and even within, member stales. This is parlly a reflection
of the widely diflering roles and powers of subnational goverunents across
member states.” In Germany, a [ederal polity with an extremely strong
regional tier of government, the lander dominate the role of subnational
‘partner, occasionally to the exclusion of any local input from the two lower
tiers of government, the Kreise and Bezirke. In the regionalized states of
Spain and Ilaly, subnational governiments have a sfrong constitutional posi-
tion, though they usually find themselves financially dependent on the central
government, and their aulonomy is constrained by national framework legis-
lation. Ireland, Portugal, Greece, and the UK, at the other extreme, have no
rcgional tier, In these countries, the interloculors of the Commission are
representatives of weak, [inancially dependent local authorities. The effec-
tiveness of local authorities in these countries as voices independent of the
national state depends upon their resources and abilily to create region-wide
conlitions. For example, locat governents in the Azores and Madeira Islands
are far more efTective than those on lhe Porluguese mainland, and especially
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Figure 23.1 Territarial Policy Netwuorks 17re-1992
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in the Algarve, because they are far more cohesive. For the same reasot,
partnership is more balanced in northeastern England, where there is a
stronger sense of Jocal identily than in the western Midiands.

Diversily is also an integral feature ol the operation of the structural funds
themselves. In the first place, the influence of tie funds is felt only in the
targeled regions, which contain arcund 43 percent of the totai population of
the EC.** However, there are also important diflerences across the targeted
regions. Countries thal qualify in their entirety for structural funding, i.c., the
very poorest countries eligible for objective 1 funding, are covered by
nationwide CSFs, whereas countries that quality for objective 2 funding have
regional CSFs.* The operational programs that make up both types of CSFs
have a regional slant, though even here there is a difference: projects in the
poorer countries are frequently sectoral rather than regional in focus. As a
result, it is oflen difficult for subnational governments in the poorer regions
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lo present the casc for regional prioritics against central government assertion
of nalional priorilics.

The Commission has framed its demand for exlensive regional participa-
lion in structural policy in terms of “partncrship,” a new buzz word that may
have a significant future in debates about Community institulion building.
Partnership sharcs with subsidiarily the notion that, o quote from the opening
paragraph of the Treaty on Furopean Union, “decisions are taken as closely
as possible to the citizen.”*” Howcever, partnership conceives the eelationship
between levels of government as being one of interaction rather than auton-
omy. Instead of giving independence to subnational governiments within a
defined framework of powers and dulies in which cerfain issues are deemed
to be exclusively handled at the subnational level, partnership involves
governments at local, regional, national, and supranational levels in complex
patterns of mutual influence.™

One of the achievemenls of Maastricht was to raise such issues formally

for the first time. However, the gap between exhortation and practice remains
very large. If member slales were to lake seriously the admonition to make
decisions as closely as possible to their citizens, this would demand nothing
less for most of them than their reconstitution. The debate about how sub-
national tiers of governiment fit into the multileve! governance of the Euro-
pean Union has only just begun, The notion of subsidiarity surfaces in the
Treaty just three times, in cach case as a general principle without speciflic
application.” In this case, as in many others in the development of the EC,
unanimous consent was achicved by a combination of caution and ambiguity.
Member states have not committed themselves to specific policies actually to
implement subsidiarity, and the meaning of the term remains open to conflicl-
ing interpretations. The United Kingdom, lor example, inlerprets subsidiarily
lo mean that intemal polilical arrangements—however centralized—are not
subject to Community influence because they form part of the member state’s
exclusive subsidiary responsibilities!

Conclusion

Successive treaties provide the basic outline of institutional formation in the
European Community. National executives dominate the process of treaty
creation. Trealymaking is “high” politics, and “high” politics continues to be
the preserve of nalional exccutives. Although ratification has now shifted
beyond the predictable control of nalional excculives to legislatures and mass
publics, member states remain the sovereign participants in the trealy process.
The highly politicized debates that have taken place in the wake of Maastricht
have been carried out in definitively nationat political arenas, not in the EC
as a whole. Treaties have implicitlly enshrined slates as the ultimate constitu-
tional units of institutional formalion, In this chapter, however, I have endeav-
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ored Lo show that treatics are nol represepiative of the ongoing process of
institudion building. In this sense, the crestion of the Ruropean Curmmln?ty,
like the formation of nation-stales, is an inteestitial process. The reaties,
including the Maastrichi Treaty, have been ambiguous :m.d open-cnded, and
the Buropean Council, the organ of member states, has neither lhc-cohcrc.ncc
nor the organizational capability to press member slate concerns dircctly into
instifutional praclice. Structural policy provides an extreme case of _lhe
disjuncture hetween the Treaty and the institutional ontcome, and of the vital
role of the Commission in mediating these. ’ 3
In this respect, T interpret the cvidence on slruclur:.zl policy as a crl.uquc
of inlergovernmentalism, which has perhaps all too easily won l.hc day in the
wake of the recent infusions of life into the European Communily as a result
of interslate bargaining.*® To pul this positively, my conclusion is congruent
with the emphasis of neofunclionalism on the au!onomous role of suprana-
tional institutions, and in particular, the Commission. .
However, there is a second conclusion to be drawn from the experience
of structural policy that compels us lo reevaluate the cl@ractcr of the European
Community in a more fundamental way. My discussion of the role of.sub-
national governments suggests that inlergovernmental anq neo["uncnonal
theories of the EC are inadequate because they are too narrow inone 1}npurtant
respect: they conceive the systemic outconie of institulion bulld-mg in the EC
in terms of a single dimension ranging from national state dommah'on at the
one extreme Lo a supranational polity at the olher. From the slandpo:-nl ol the
case | have described, the debale belween intergovernmentalism and
neolunclionalisin is sterile because it cannot come to grips with the most
salient and novel characteristic of that case, the mobilization and empower-
ment of subnalional governments. I believe we are wiln'cssing the emergence
of multileve! governance in the Curopean Community, cll?ractertzed by
co-decisionmaking across several nested tiers ofgovermnenl,'lll-deﬁned :lznd
shifling spheres of compelence (creating a conscquentopo‘lcnual for co‘nfhcls
about competencies), and an ongoing search for prll'-lCIpICS of dEl-:lSIOIlal
distribution that might be applied to this emerging polity. To pu.t lhl.S more
speculatively, the experience of structural policy suggcsls that it might be
fruitful to describe Lhe process of decisional realtocalion to Europefm Co_m-
_munity institutions merely as onc aspect of a cel-{lr'ifugal process in “:hlch
some decisional powers are shifled down {o municipal, local, an.d regional
governments, some are transferred from slates 1o the EC,' and (as in the case
of siructural policy) some arc shifted in both directions simultaneously.
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