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Introductlon
ThlS paper is ‘not concerned with- elther the hrstory or the

effectlveness of transnatlonal reglonal pollc1es as carrled out
by the European Communltles It comments,on the‘effects:and ;'
-consequences of tradlt;onal and more recent sectoral;ﬁc'polfcies
rfor fhe performance of regional economies’ and argces that classic{
redlstrlbutlvedmeasures will no longer sufflce to neutrallze and’
wlpe out the negatlve terrltorlal externalltles of the former
ATradltlonal flnanc1al transfers to perlpheral reglons might - not' t
" be as.Sharpe suggests -"the price that ratlonallty l;. pays to‘% ;
democracy, or economics to altruism ... but qulte the contrary

the price payed by the core to the perlpheral reglon for
,perlpheraILSLng it" (Sharpe 1984.58) 1. Hence, the lnterest here;‘
“on focussiag on those policies undertaken by the Community whicp'l
‘are co—responsible for and amplify peripheralit?. With the help
~of a small number of critical studles undertaken in this fleld
f(espec1ally Molle/Cappellin 1988, and Cappellin 1988), some of
. the territorial externalities of EC policies in agriculture,”
llndusrrial'policy, energy, transport, social policy, trade:and!

monetary policy are briefly discussed.. The service~sector and the

.1 see also Coombes (1989:18) who maintains that political
-attitudes influenced by certain ideological and theoretical
convictions as well as institutional structures at. the regional
level may have to change first  before a proper endogenous
development strategy has a chance to emerge. In. so far "as a
solution by means of public policy was available at all, it could
.only be perceived as a permanent process of redistribution of
income demanding highly centralized authority. The possibility
was ignored that the measures typically employed to realize such
functional solutions might, by denying sufficient territorial
‘identity and autonomy to the regions affected, actually help to
generate the problems they were intended to solve."



regional impact of a wlde range of_intersectoral Conmunity
finitiatives in the fields of technologlcal innovation,
ttelecommunication, -and research and development pollc1es are’then
made the subJects of more detalled analys1s It turns out that
.these latter domains are llhely to contribute to dramatic
increases in regional disparities‘to anfextent signifioantly
higher.than was the case for more traditional sectors.)hll thisAt
is not to say that sectoral Community policies have been :
~responsible for the steady increases in regional disparities
>throughout the last decades to the same extent as the
1ncompat1ble actions pursued by domestlc -governments. Yet; they
tend to support the exxstence of uneven developments in -a pattern
whioh is likely to weaken the prospeots'for economic'and SOcial
coheSLOn after the coming into force of the internal market. The
.suggestlon advanced in the concludlng sectlon of this paper ls to
re-direct attentlon from the weakhesses of less-developed to the
strengths of prosperous reglons and to use the latters dlstlnct
"infrastructural resources as blueprlnts for a long term reglonal
development strategy whlch would comprlse all pollcy domalns
Thls, partlcularly, concerns the endowment of reglons w1th non-‘
economlc 1nst1tutlonal devices and the pOSSlbllltleS for B
transnatlonal authorities to shape and co—determlne their
creatlon, growth and stability. It also calls for a systematlc

regional ‘impact assessment (RIA) of each sectoral pollcy 2 and

2 see CEC (1988a:8 and 1988b:38-50) where.the need of RIA is.
reiterated -although, as 'pointed out -by Molle and Cappellin

(1988:ix), "the access to the results of these studies has been-
rather difficult, as they had been published either not 'at all or



for inp;OVed internai coordination among the responsiole

| Community-Directorate Generals in:chatge 3 - both of‘whion
represent demands: v1gorously opp051ng the type of argument which

"has recently been forwarded in generalwby Cecchlnl agalnst

sectoral pOlle evaluation. 4 Whlle the Cecch1n1 p051tlon stands

. for the neo-liberal faith currently 1n vogue among- relevant parts

of'the Comm1551on, the assertlon_by a DGV (Employment,

'industriél Relations, and Social Afféirs) led faction ciearly

only in widely disparate journals.” For more information on RIA
see further George (1981:92) and CEC (1987b:70) the latter,
- however, mentioning only two sectors where "the question of
regional impact arises mainly: agriculture and social policies.”

3 an early OECD study (1975:98) on industrial policy points out
.that "regional policy ... is an exercise in co-ordination: it is
a 'complex effort requiring :co-ordination' of many national
policies and at various levels of govérnment. " Regional policy by
the European Community can, at best, be described as an exercise
"in co-ordinating the structural funds and even ' this has  not
always been achieved. o g ’

4 Cecchini’s critique against over-emphasized preoccupation with:. -
‘sectoral repercussions of the internal market in Italy shall be
quoted extensively: "From an economic viewpoint, the fundamental
problem consists in identifying the positive and negative 2
peculiarities of the Italian situation rather than in an easy but

dangerous attempt to forecast the sectoral prospectives. -This
. kind of forecasting is condemned to failure for at - least three
.reasons: firstly, the effects of the completion of the lnternal
market will manifest themselves in the whole of the Communlty,
with reciprocal and multiple incidents across all sectors and all.
' countries, a fact which renders extremely uncertain and dubious
-any kind of forecast concerning - processes of = sectoral
restructuring and industrial reconversion. Secondly, exercises of:
- this kind risk over-emphasizing those enterprises which, fearing
 ‘increments in competition, pronounce their preoccupations more
:loudly than those finding themselves in an advantageous position. .
Finally, the results of the research on the costs of non- Europe
‘tend to corroborate that the impact of an abolishment of the
existing (market) restrictions. is likely to lead to even more
positive effects to the extent that reasonable and convergent
policies are applied to the national level. That -all requires.
that the analysis of domestic prospects. for devolopment shall be
undertaken primarily on a global scale."” (Cecchini 1988:15-16,
author’s translation) R



’demonstrates that the Commissioh is‘deeply split oh'thevissue of
eecial and economic cohesion: | ‘

"If, unlike the American economy where the social cendielons of
productlon are subordinate to economic objectives, the Commission
intends to promote a process of development which offers a large
measure of integration of the economic and the social, the least
one can expect from this institution is that it acquires the
means necessary for observing and, if possible, predicting the N
social changes prompted by the completlon of the lnternal market” -
- (CEC .1988a:28).

More radically phrased,_as doneeby:the authors of a FAST -
exéert study, systematic RIA and resul;fhg policy proﬁbsals,:'
_neeessariiy, "ruﬁ counter to the currently prevailing ... policy”
(CEC'1987a).iDirecting attention‘in this way from redistributive
to more positive interventionist actionfand taking account of the:
fact ‘that transnational regulatlon is 1ncrea51ngly replaczng and
complementing domestic regulatory regimes (MaJone 1989, 1990)
éeﬁething like the establishment of an internal ”regulatorf
'EUdget" at the level of the EC Ccmmission is then suggested.
| Some of the above sectors (energy, ‘transport,
jtelecommunlcatlons) represent major 1nputs into the endowment of
regions with infrastructural resources which, in the last
eieetance, are not only the contextuai'determinants ofia-regidnal
economy’s productivity and relative coméetitivenees (Biehl{ﬁl990}l
j-})'1'.11-___~cie1‘.inea‘c',e the political space withiﬁ'which go?éfnhentel}
policies are able to direcﬁl& Steer and'influence regional
deveiopment. Technological resources :epfesent a cbnsﬁantly
iﬁcreasing fraetion of that group ofiinfrastructuree, Althbugh”
'ihfrastrueture, normally, is characterized by high degrees efi

LpublieneSS'and,‘consequently, by government provision (or_priéate



orovision'under”public regulation), two factors are currentlf
undermining these traditional features of resource allocation ‘and
require a new and more encompassing understanding of the
.relevance of the productive enVironment and contexts of regional
economies. Phy51cal production inputs (here called hardware
-1nfrastructure) are subject to an accelerated process of
privatization (Peterson 1990, Ungerer/Costello 1988) espec1ally
in such,strategically important fields asvtelecommunication.'On
the other hand, non-economic or collectivelproduction inputs

( software infrastructure) have assumed a rather determining
:role for the performance of regional economies (Streeck 1989
Grabher 1990 Cooke/Morgan 1990 Grote 1991). They are privately
‘generated and provided in most cases but under a more or less

| strongly pronounced regime of puhlic obligations'and'norms<which
drastically diyerge across the regions of the Communit? in terms
:of'the extent to which regionalvauthorities and institutions‘
control, influence, and stimulate their procreation and
promulgation. | |

" Botn the privatization of ‘hardware’ and the private.
character of 'software’ infrastructure call for a.transnationally
binding regulatory policy (context regulation) aimed at a
harmonization of these devicés{as a.critical conditionlfor the‘A
achievement of social, economic, and territorial’cohesion.uThe
need for context regulation of redional economies; productive'
environments and for enhanced institutional coordination»of
sectoral Community interventions increases proportionally to the

pace with which the issue of ‘political union’ acquires



prominence in Community policy agendas. Redistributive reforﬁs~
’like the doubling of the structural funde Bntil 1993, the shiftv
~ffom'a project to a programme approach, “and the cooptation of o
regionel government in design and implementation of Community“
ipolicies (see Bianchi/Grote 1990) will heve their deésired effects :
;.oﬂly if they are organically linked to a regulatory reform of an
;infernal (establishment of a centrally eoordinated ﬁegulatory;

: bﬁdget)-and an external nature Kconieit regulation of the |

- provision of ‘hardware’ and ’'software’ devices).
P _

2. Traoit;onal sectoral Community policies

Expenditure in agriculture still absofbs the most relevent
‘part of the Community budget (74 per cent in 1985 with slight
decreases since the coming into force of the SEA) and reduces the
possibility to undertake alternative'policies. Thelsurplus
produced in thlS sector represents enormous social costs
:Agrlculture generates less than four per cent of GNP (CEC 1984c,A
»1985), which means that it tends to recelve 51gn1f1cantly more
attentlon than is warranted by its total share in .value addeq.
Whatever the reasons might be for this relative over-invesﬁment'

5, the most startling facet of the CAP as the best equipped EC

5 Strijker and Veer (1988:23-24) mention five factors which might
explain the high expenditure levels: firstly, agriculture; still
represents the main source of income ‘with up to 25 per cent of
~output and more than 33 per cent of employment in Greece and
Southern Italy; secondly, it generates income and employment in
an indirect way since about 50 per cent of the EC food-processing
industry directly depends on agricultural production; thirdly,
agriculture is the greatest user of open space - the share of
this sector in the EC’s total acreage lies at around 60 per cent
which has many implications for other policy.domains; fourthly,



sectoral policy is that its contrlbutlon to a widening of the
"reglonal development gap is 51gn1f1cant. It beneflts most
substantially those regions whose output is greatest Output‘
rates, in.most cases, coincide witthroductivity rates,of
agricultural work. The bulk of the EC’'s output is produced in the4
"more favoured areas of the North where incomes already tend to bef
'Jhlgher and where numerous alternatlve occupatlons exlst Whlle _:
”thls is clearly demonstrated by the RICAP study of the Comm1551on'
(CEC 1981), a more recent document (CEC l987b) corroborates thesew
early findings. In terms of EAGGF Guarantee Sectlon expendlture

' per AnnualfWork Unit, 1nd1cators for the ten worst off and ten
best off regions demonstrate relative funding ratesvofv1:24
'(ibid;154). Since final production:per worker.is higher,in the
central and northern reoions of the Community,‘thep'are the
'oeneficiaries of greater EAGGF Guarantee section expenditure pé£<
worker. Conversely, most of the regions‘possessing;lowkindicators
of EAGGF expenditure per AWU (all of Greece, most;of Spain, .
'Portugal, Italy and some‘Southern French regions)}lalsourank,low
or very low on labour productivity.

| In general, the regional objectives‘of the CAP havefnever
been very clear during the initial phases of Community~acti?it§
in that sector Notwrthstandlng the demands made by the. |
Conference of Stresa - the meetlng thCh prepared ‘the ground for

Vthe EEC Treaty - in favour of a llnk between reglonal pollcy and

i

. the sector produces many goods for basic needs and, finally,
_agricultural and food . products possess a -high share . in-
“international trade and account - for, roughly, 12 per - cent" of'
intra-Communitv and 9 per cent of extra-Communitv trade.



' the CAP (Strijker/Veer, 1988:25), Art. 39.2 .of the Rome Treaty.

- makes .only marginal reference to potentialgregional disparities—“

and possible’counteraction' A distinct regional element was not

T

qlntroduced 1nto the CAP before 1975 6. the‘same year in which the .

'launchlng of the ERDF opened up potentlal ways for a better"f

balance between structural and spatlal elements in agrlcultural

l'pollcy The distribution of EC expendltures in this- sector,.'h~

however, 1s not only determlned by product1v1ty and output rates'_

most farms are embedded in a service environment which is

:prOVided by downstream and upstream industries being interrelated

among themselves (marketing of farm products, service firms,

- government-controlled research institutes, veterinary -and. quality
" control services). These commercial and contractual bonds-by

;which farmers are linked to private service firms, industrY‘ahd

government institutions represent the main essence of agro— o

'1ndustr1al complexes whose existence. actually determlnes

.the core reglons of the EC between Copenhagen and Paris, Hannover -

'interregional“competition for fund,alldcation. The size of farms

and relative power of these complekes, no wonder, is.highest in

and London (including, eventually, ‘the Po valley). Vested

_interests of this kind w111-surely oppose and try to'block

positive Community intervention in fawour‘of both awmoreibaianoed

growth of agriculture and a relatlve reduction in CAP assxstence

,measures eventually 11nked to a redlstrlbutlon in favour of

. alternatlve domains.

6 Directive 72/268/EC on mountain and hill farmlng in certain

less favoured areas.



) Trad;tional industrial policy of the Community hasfhainly
~deait with the restructuring’of declining industries, i;e. with .
the manufacturlng sector (Molle, 1985-47) 7. .Neither growth
lndustrles nor services formed part of EC initiatives until ver?
: recently when the launching of a European Technology Community
(ETC) started to absorb the energy of different Directorate

Generals of the Commission shaping policy in this domain.
iAlthough industrial policy has clearfregional impacts as a result
of the hlgh concentration of both decllnlng and growth 1ndustr1es
in spec1flc regions, the Rome Treaty is not very expllc1t in this
- respect, its basic philosophy belng.that a sound competltlon,:
policy should suffice to regulate the market without arneed.for_
jgovernments to fix prices and quantities for bartioular prodnctss
During a first phase in the process of the gradual'emergence.ofJa
.European industrial policy (untll the early 1970s), the EC,
accordlngly, was mainly concerned with the creation of a European'
;_1ndustr1al base, with the facilitation of cross-border business |
1ntegratlon and w1th first, but modest, initiatives. towards the
establlshment of a common pollcy ln the field of services and
'Itechnology Only during the second phase after the mld 19705,
when it became apparent that the centre of grav1ty of lndustrlal

pollcy had to change, the. restructurlng 'issue achieved more"

7 concerning the provision of EC reglons with services, . Illerlsi'
(1989:3) maintains ° that "there are substantial regional
disequilibria ... They are politically unacceptable, they show
. that resources in many areas- are under-utilized, and in the long
run they may endanger. the coherence of the Communities' ... Until
now, the European regional pollcy ... has prlmarlly focussed on
the manufacturing activities." :



107

"prominence on Community policy agendas.=“CopIng’With the iosers
-and‘spotting the winners to replace them increasingly.cahe to
dominate industrial policy thinking"” (Sﬁan, 1983:178); The
current phase, starting with the.signIng'of tﬁe SEA and'the
publication of the Commission‘’s White Paper, is characterized by
a de—coupling of the above principles. 'Coping:with‘the losers;
is increasingly delegated to those Dlrectorates responsible for .
'reglonal pollcy, not least because’ ln the realm of restructurlng
decllnlng industrial sectors there is nothlng to compare w1th the
. powerful financial resources of the ERDF. ’‘Spotting the winners’,
-on the other hand,‘has come to mean provIding a limited group of'
'Ieading European multinationals - which, not long ago, carried o
the disparaging attribute of nationalrchampions and attracted av
‘good deal‘of critical attention by DG IV (competition policy) -
with a liberalized transnational regulatory framework and with
csignificant financial assistance. These'tasks are now jointly
assumed by the services of the bG-for telecommunicatioﬁs,.
?information industries and innovation (XIII) and that respohsIblet
for lndustry and the internal market (III) Concerns for the
state ‘of competltlon (block exemption of the European 1nformatlon
' technology industries from EC competltlon rules 51nce 1985) and

the,territorial impact of_this_new type oﬁ EC high—tech policy(
iare;either neglected and surpresseafor;ekternalized.to other
Jbranches of the Commission with the resulting effects of o
scoasiderable coordination problems and-fierce‘internaI struggles
. over competences and responsiinties. Siace‘the top.priorityfin

the Community is the full implementation of the White Paper (ice..
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,dismantling the material and technical barriers to transborder

‘ business‘activities,and abolition-of domestic proteétionismfin
procurement markets), it is unlikely that those fractions of the
Comm1551on dealing with problems of elther size (DG’ IV) or’
spatlal location (DGs XVI and XXIII) of lndustrlal grouplngs and -
economlc activity wrll ‘be able to lmprove their relatlve power )
p051tlons within the institution under current condltlons..,:-'

| The term 'Communlty-energy,pollcy ‘;sjof recent vxntage}fIn
its review 'Energy and Europe’, the Commission refers to the year
’f1967 when the executive 1nst1tutlons of the three communltles
merged, as that of the flrst ’Communlty energy actlon ThlS

notlon was flrst diffused publlcly in. 1980, when the Communlty

commltted itself to energy ob]ectlves to be realized by 1990 The“

4proposal was approved and, g;ven a mlnlmum of political support
"by the member ‘states, concerned all of the main’ problems of :

© energy pOllCY Recently, the Comm15551on has lncluded energy '
nhcon51deratlons 1n its actions of reglonal-pollcy Such-actlons ;
-vare undertaken either to support economlc development in the less
;“favoured regrons, or to help ad]ust potentral energy supply to

- energy requirements. In the future, this mlght, eventually,_

. coincide with the VALOREN programme 8 whose objectives are to'
strengthen the economic base in the reglons concerned by
lmproVLng the conditions of local energy supply (alternatlve and
“renewable energies, namely solar .and wind energy, biomass

;ncludlng urban waste, small-scale hydro power and~geotherma1

. 8 approved by the Council on 27 October 1986 See: COM. (85) 838
"flnal ) - DR



 ienergy) and to make more efficient use of enérgy (énérgfaéévings‘
‘and 0il substitution). The underlying“idéa>of the progrémme is to -
i;make such regions less sensitive to disturbances in the
tfaditional energy markets, in particular~oil. Generally, no
aﬁthor.has yet attempted a sythesis of the tgrfitorial impactiiﬁA
'}tﬁe conditions of energy supply. The stﬁdy“:Energy 2000,
however, comes to a clear conclusion: Italy, Ireland and Greece
-are,'together with Portugal aﬁd ébain, the member states with the
structurally most unfavourable energyréituation.lThey‘are the
éamé countries which have the most underdeveloped regions aﬁd.
which are particularly vulnerable'to'diéturbances in energy
;upply while, at the same time, in the<UK,‘Germany, France aﬁd,
-Belgium the situation is charactetized by a contraction of the
f&oal industry. Generally, the ﬁossib;lities of the Commission'to
-undertake action in this field are rathef limited. Prbdrammes
such as 'Vaioren’ are not likely to change very much in thié
respect. It is also hard tohpredict whether Community enefgy
pelicy action will}concentrate on Northern Eufopean industridl
.regions in severe decline or whefher‘it will switch to the‘
“developing regions of the South.
Before the ERDF reforms took off, almost three.quartefé.bf'
the structural fuﬁds had been spent'dn physical or hardware

- infrastructures, i.e. mainly on transport 9. Although the

‘9 many observers agree that the ERDF’'s bias in favour of
~transport infrastructure provision is also due to the fact that
- physical indicators (kilometers of- roads accomplished) and

criteria for progress of implementation (ECU per square meter)

are more easily measurable than is the case for other types of
. investment. The monitoring capacity of the Commission is less
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Community has certainly promotednthefincorporation»oftperipneral‘
redions into a comprehensive transport. network, the improyement?7f
of transport infrastructure may aiSo be narmfui‘to:theiregions
~concerned .The opening up of transport'and'export‘opportunities
for a perlpheral region is also llkely togpromote odt—migration:
.oﬁ labour 10 and to expose that reglon to importsdfrom otherl
territories.‘If theaperipheral econon§ isAinitially weak,‘.::,;
improvements in transport nay serve to expose those.weaknesses to
:outside competition and may‘destroy'a:’protection of distanoe’; |
(Aberle 1979, Oettle 1979, Voigt 1979). Moreover, Community
legislation on worklng condltlons in transport industries may
raise those costs whlch are. dlrectly attributable to dlstance and
so weaken the competitive position of the periphery 11. ‘

- Few, if any, EC regions possess such a def1c1ent transport
lsystem that major regional resources are lying untapped o
:Bonnafous (1979) argues that the~role"of transport is now
marginal to regional development and Hepworth (1986) and Bakis

(1985) maintain that computer networks have much more profound |

endangered here than, for example, in the case of- assistance to
SMEs or the training of highly qualified personnel and its
subsequent insertion into the productlon process. =

‘10 "The main effect of the Autostrada del Sole has been to
encourage additional migration from the ‘Mezzogiorno to . .more
developed areas of Italy. The motorways had little effect on the
behaviour of SMEs: it appears that the large firms  and .state
enterprises which established themselves in the South were more .
attracted by state subventions than by improved land- transport.
links” (Fullerton/Gillespie 1988:89).

11 EC regulations on drivers’ hours and the use of tachographs to
enforce them have been vigorously resisted in Ireland and the UK
because they are seen to impose distance thresholds at particular
points on the transport network (Fullerton/Gillespie, 13988).



.1mpllcatlons for the development . prospects of perlpheral or.
;OtherWLSe less favoured regions than transport structures
Overall, 1t can be argued that the quality of reglonal
Linformation environments’ will emerge as the main factor
,1d1fferentlat1ng cne reglon from another As in the case of
flndustrlal pollcy for decllnlng 1ndustr1es, reglonal pollcy 3
h’budget llnes are far more lmportant ln terms of dlrect Communlty
,spendlng 12#than the limited expendlture under transport pollcy.
'Slnce the objectlves ¢f the .-ERDF and of the Transport Funds are’ |
dlfferent there has been little lntegratlon of spending in
lelther schemes or areas. Transport fundvexpendlture d1d not
- partlcularly con51der the needs of less favoured reglons and its
'approprlatlons were rather equally apportioned between the core
' and perlphery Attempts of the Commxssxon since the early 19705
to create a more coordinated European transport pollcy 13 and. to
.1ncrease its own capac1t1es in. thlS respect have been rather ;
“unsuccessful although a resolutlon was passed in 1976, and
‘4f1nally adopted by the Council, whlch suggested that a fractlon
f the total transport'budget shouldhbe reserved and allocated
_;for 1nfrastructure projects of Communlty interest. Overall,’
.problems surrounding the role of transport policy in reglonal

‘idevelopment suggest that Communlty polxc;es did . relatlvely littlé

Ed .

i

12 .in 1981, e.g., the funds avallable for the Community s .
transport policy amounted to 10 million ECU, while. expendlture on"
' reglonal policy approached 2400 mllllon ECU (ibid. ) .

13 in October 1973, the Commission submltted a first. outline of a
common transport policy (CEC 1973) which was ‘accepted. by the :EP
'but neither discussed nor endorsed by the Council.



{toihelp the development of disadvantaged.regions‘and, even more
lso,lthey may have worked in the opposite direction.‘ﬂ> —

| ,Various empirical studies have attempted'to clarify how
-Communrty trade policy and figures for import and export: affect
’employment on the national level 14 The most common method for
J:measuringﬁdomestic trade performance uses,accountlng ldentitles
.thch lead to simple indek numbers. Accordingly, this has aiso
Tbeen attempted by the, so far, only avallable study on the
freglonal impacts of trade pollcy (CEC 1984b) Ev1dence for
negatlve territorial externalltles of Communlty trade pollcy in
‘terms of a worsening of the economlc srtuatlon in backward ,‘g’
;regrons 1s¢,however, hard to proylde The difficulties of
,fguantifyino integration effects on'a‘reglonallscaleAsprlng frdm a
:Zlack of data.available at ‘that le#el Information on.prices,:t_ .
trade flows, etc. is much harder to get for reglons “than it~ 1s
4for natlons. Yet, the results of the study by Krrschen et al.,.
1,whose purpose was to examlne how the patterns of reglonal -
development within the European Communlty are affected by
idellCleS regardlng the Community s, trade with the rest of ‘the
:world’ (ibid:1), are in line with the conclusrons of the
l-Community s RICAP study at least with respect to agrrcultural
trade. The Community protected its markets for agrlcultural
products and, hence, helped many perrpheral regions. The flnal
»lmpact however, was much greater in several better-off reglons

in the northern parts of the Community.

14 one of the most recent ones'being.Sapir-l§89
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With regard to the territorial effects.of EC monetary
pollcy, a common currency and a European Monetary Unlon, there is
generally much pessimism among observers. A rather early document
.by prominent European economlsts (ThelEconomist 1975)'recognizes.
that the tendency for caoltal and‘labour'tolmOVe to the central
and more developed regions mayibe accentuated by monetary union,
'The authore attribute the tendency to the fact‘thatlwagesﬁin the
peripheral low productivity areas may be'increased t0'those‘of‘
qthe“hlgh productivity areas while dlfferences in productivity
“remain7unchanged, a prospect which would lead to subseguent out? }':
'migration of capital from these areas‘and to further decline: A

policy is, therefore, recommended which‘does not permit

"encouragements of such moves. Yet, rather than elaboratlng

adequate measures to be adopted in the reaim of monetary pollcy
1tself' the authors follow the practlce of authorltles
respon51b1e for other sectoral pollc1es and, quite convenlently,
Shlft the problem to a domain which performs the function of 'a
-dumplng ground for all kinds of negative externalltles w1thout,
actually, being equlpped for that task: "a vigorous reglonal
policy as .an integral part of monetary unification in the EC"~15.:
With regard‘to the more recent scenario, it seemS-that;the -
alogical outcome of past and present moves toward economic

integration are very likely to result in irrevocably fixed

15 "We regard it as essential that such a policy should .
concentrate on eliminating the causes of regional imbalance‘by~i
raising productivity levels in the poorer areas and that ‘income
transfers to alleviate the  consequences of ‘low productlvity
should be used as an interim measure only." (ibid.)
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exchange rates leading to a common currency already in the short—
nto.medlum—term. This would, other thlngs being equal, unav01dably
“produoe‘seVere problems of inflation and unemployment in - |
particular states and regions. The objectrve of economic
cohesion, therefore, presents the Community with apserious, and 3
‘so“rar unresolved, dilemma. - | |

' The report of the Delors Commlttee on Economlc and Monetary
Union.of 18 April 1989, for -example, admlts that further monetary
and economic 1ntegratlon must, w1thout compensatory measures,
3exacerbate regional disequilibria. It then follows the orthodoxy.
of market integration in stating that in an economic unlon
measures deSLgned to strengthen the moblllty of factors of
"production and the flexibility of prices would help to deal w1th
vsuch'imbalances (paragraph 26). But the report also recommends_as
part of its proposed solution to the disparities that‘are- i
_expected as a result.Of convergence.common policies to enhance
the_prooess of resourcesallocation in those economic.sectors and .
geopraphical areas where the working of the market foroes needed
to be reinforced or complemented (paragraph 27). The Delors
IReport is not an official statement bylthe Commission,
but.it seems to reflect the same incapacity to reconcile
different views of the purposes of pubfic intervention'in
economic affairs as the Comm1551on s own repeated statements over
the years. ’Economlc and soc1al cohes1on seems, indeed, to be

?the latest in a series of efforts to.reéoncile the

‘irreconcilable. The truth is that problems of this order go
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peyond the scope of purely economic explanation" kéoohbes
' 1989:10). | ' - o
If there is a justification for structural intervention in'.r
_macro-economic terms, this justificationjis_a political one. As .
noted by Coombes, the decision to doubleithe structural funds is
nothlng more than a literal side- payment to those states
expectlng to experience greatest dlfflculty in adjustlng to the
conditions of market integration, with the removal of.protective~'”
"devices those conditions entail. |

It is not self-evident to include Conmunity sooial policfes
rnto this menu of terr1tor1a1 negative externalities of sectoral
-p011c1es. The social policy domain 1s, by deflnltlon, inter-
ﬁsectoral in character and possesses strong spatial elements ?et,:
'if we limit attentlon to its redlstrlbutlve aspects, it becomes"
p0531ble to speak of a bias of European Soc1al Fund (ESF),‘
operations in favour of regions inAindustrial oecline‘and_
’ disregarding those which, today, carry the laoellof.objectioe 1
regions (Steinle 1988). This was the case at least until the late -
19705 whenvthe Commission startedvto work towards an increased
bcoherenoe and ccoordination of its\poiicies in this domain,
reorienting ESF operations so that more regions than before are
‘Qnow ellglble for Fund appllcatlon 16 Authors do not completely

agree, however, on the problem of reglonal effects of the.Fund

.16 the commitment appropriations of the ESF in 1985 totalled
roughly 2200 million ECU with over a third committed to less
favoured regions. Vanhoven and Klaassen . (1987:442) even see
; appropriations to less developed regions'increasing from 1977 (70
"per cent) to 1981 (87 per cent) and 1982 (90 per cent).
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~ While Vanhoven and Klaassen (1987:443).maintéin thaé""thé Fund is.
a'very valuaﬁle complement to the ERDF", Cappellin'(1§88:107) 
attributes 6nly minor importance for*;egiSﬁal development to its,
operations. This is certainly due to thé“lack of éffe;tive A
Additionalify of Community measures to exiéting domest{c policies
ﬁndertaken in this domain. Steinle argues that even cémpletely‘
ﬁe&”guidelines for ESF intervention would change little in this
.réspect 17. The Commission itself relates the higher geographidai
spféad of ESF operations, relative to-thdsevof the ERDF, to
principally different logics undeflyihg thé-two inéiruments: ;he"
ESF's tasks are |
ﬂprima¥ily functional ..., and regionél criteria becomerinvdlved
“only in a second stage, in the allocation of aid. The Regional
Fund’s tasks, by contrast, are primarily geographically oriented,
with functional selection criteria ... playing a role in the
.second stage of the policy process" (CEC.1987b:72).

In the light of the above observations, it seems 'that fhe
ESF Shows hardly any direct effecté on the'regional levei. Also,
vaftehpts'aﬁ assessing the ‘impact of interventions are rather‘ o
~disappointing. While a Belgian report states that "it is
‘difficult to quantify the impact‘of‘the ESF in terms of ﬁobs
.éréated" (CEC 1984a:19) and its German counterpart maintains that
“thetinaugural effect of the Social Fund of measures taken witﬁin
the framework of labour market poiicyvin‘thekFRG cannét be

measured precisely" (ibid:20), the French and other natianal

reports completely dismiss the argument.

.17 "The new priority of Social Fund Jinterventions for the
- training of young people, for example, has on the whole not ‘led
to' more young people being trained, but rather to member states -
submitting more projects within existing schemes'" (Steinle 1988).
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It would be reductionist, however, to discuss transnational,‘
iSOClal pollcy in terms of redistribution alone Streeck (1989:171
'2) .distinguishes between a structural 1nst1tut10nal and a
functional-economic perspective with regard to the social
dimension of the internal market. The first concerns .
‘constltutlonal issues (transfers of social policy competences
from the member state level to Brussels) and is llkely to remain
‘entrenched in struggles between 1ncompatlble natlonal interests. .
The second perspective is then discussed'in ‘accomodative-
'redistributiVef and ’productive-socio-political’ terms:

" "A social dimension defined in redistributive?politicalf terms

- is not of great interest to the scholar. It is rather a matter of
‘horse-trading "in the political market. For ‘non- pollt1c1ans ‘and
‘outside observers, whether they want it blgger or smaller depends
“at best on paradigmatic prejudice (economists being customarlly
for 'efficiency’, sociologists *for equity’) and political taste,
and at worst on who pays for one’‘s research projects. This is

different, however, where the social. dimension of an economy is
seen-as serving a productlve and not just a redistributive

7purpose" (ibid:3-4).
o Unfortunately, this view does not seem to belong to the
nconventional wisdom available among those responsibles for the
4domain} Yet, it is precisely non—economic production.inputs and "
‘%software infrastructures’ such as;broad-pased skills and
,qualiflcations, the propensity of indivldual entrepreneurs tol
cooperate and ‘network’ with potential competitors and with

1

‘publlc agencies and trade unions, the level of social peace, etc.g
]

‘whlch determlne regional development perhaps more than any other
motlve, The need to pay more attention” to tralnlng-measures and

.to quallflcatlon of the workforce has, of course, been recognlzed a

by the Commission as well (CEC 1988b:46). At the same tlme, and
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despite many verbal assertions against;aniunregolated’internalf

AN

SCthppa 18, there are few signs for initiatives in favour -of an

1ncorporation of regional actors into Community soc1al polic1es

and of pOlle guidelines and regulations which would contribute

to a more even and appropriate allocation of institutional assets

,vamong“the regions of the Commun1ty-l9. Training,,retraining‘and;

'~ employment continue to be treated in isolation, as disparate

| parts of labour-market policies and_possess little affiliationgto

‘regional policy objectives (Steinle 1988).

i

K

LI . e P

Although having received an amaiing-amount of public

attention and figuring. high on the list of complementing the

jinternal market'with-a social dimenSion, the so. called Socxal
‘Dialogue between EC-level employers’ and workers' associationsv

.as well, lacks any concrete element which=&ou1d make social

partner concertation operational for purposes of regional
development Given the relatively unsuccessful track record this

dialogue had since .its early beginnings 1n the mid 19705 (Grote

"1987)“and considering the discouraging attempts of the Commission

*

to ‘sectoralize’ it (Buda/Vogel 1989), it may be more reasonable.

'to ‘regionalize’ the exercise, i.e. to discuss and launch‘social

18 see, for example, the Padoa- Schioppa Report Wthh warns . that

'"any .easy extrapolition of ‘invisible hand’ ideas to the real

~world of regional economies in the presence of market opening
‘measures would be unwarranted 1n the light of economic history
and theory." - :

19 the experiences made with the 1Integrated: Mediterranean -
Programmes are quite encouraging in this respect but it is not
.clear whether they have a chance of being generalized for .all
types of structural interventions (see Bianchi/Grote 1990).
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. ‘partner concertation in terms of furnishing a non-economic but,
nevertheless, important productive ihput‘to the performance of
-regional economies 20. Provided a pertinent geographical level
with sufficient institutional saturation can be defined 21 where
‘concertation has a chance to flourish,:orgénized collective
action of this kind
"mlght meet the needs of economic development better than dlrect,_
intervention by public authorities itself" (EPRU 1989:7/1-2). '
"Increased consultative activity 1nvolv1ng economic and soc1al
interests on the basis of the regional economy indicated an
enhanced capacity for self-organization by productive networks,
previously frustrated by an inappropriate terrltorlal allocatlon
of public authorlty" (ibid:56). , ’

By way of concluding this section, the largely self-evident
results of the study by Molle and Cappellin‘(1988) might suffice
here. Table 1 demonstrates negatlve (—), positive (+) and neutral

(O) effects of sectoral EC polxcxes by pollcy area, type of -

reglon and the latters location (North and South).

20 this is discussed, for the case of Italian regions in Qeneral
and that of Emilia Romagna in partlcular, by Garmise and Grote
1990. .

21 this level "should ... be defined in a functional manner with -

“respect to a potential development project ... (and).is a space;ff‘

where it is possible to undertake a global and coherent action
and where there exist common 1nterests sufficiently . strong to
- provoke a dialogue between local partners, where it is possible
to reach sufficient numbers of people to acquire influence and "
make . an impact and where cultural references condusive .to
awareness and a common commitment already exist or are of a
nature. to be developed." (CEC 1988a:23) :
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Table 1: schematic view of impacte by:policifarea'and type of

region

'ﬁffeet Metropolitan Intermediate Agricultﬁral/ -01d :

« peripheral indﬁstrial'
‘Policy Area N S N S N S ' N S
Agriculture 0 0 + 0 o - 0 0
‘Industry - -0 + + 0 ‘0 - -

Energy 0 .- 0 - - - 0 0

| Transport/Telecm. + | d + - 0 ;_ 0 0
Social/Emplqymt.~ ? ? ? ? ? ? ?2 2 ‘
Trade | 0 0 0 0 0 - 0 0 0

| Macro/Monetary + 0 + o0 0 - 0 .0

Sqﬁrce: Molle/Cappellin 1988

The sectoral policies brlefly dlscussed in the foreg01ng

‘ pages show positive ‘effects exclu51vely in metropolltan areas and

'Ln a group of so called intermediate reglons, while nelther

'agrlcultural/perlpheral nor old industrlal reglons appear to reap

v beneflts from them - if they are’ not altogether negatlvely |

effected by existing schemes, as is the case ln 25 per cent The

SoﬁthAof the Community (with the except;on.of §ome zndustrlal

polic? interventions) has gained nothing‘from’these:péliciea;'
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3.:High tech and the service sector

Much has been said in recent years'about the benefitsfof_a
'4Conmunity of two speeds with some centrally.located member states
dictating the pace of development in core poLicy areas and tne
remainding partners slowly adapting to the hard facts in a aecond
h phase. Yet, opinions of this kind no longer carry the character
of a mere strategic option belng debated at the conference tables
of European Political Cooperation. The features assumed by‘the
lEuropean Technology Community (ETC) during its brief history'of
only five years demonstrate thatllarge territorieS’of the éc;,
" entire countries included, do not only not form part of this ;
.enclusive club 22 but, moreover) are ;ikely to stay out for a.
long'period to come. Both the secondfphase of the Community'e
Technology Framework Programme for cooperative R&D 23, which -~
;.having been launched in 1985, marked the beginnings of an ETC
_(Waldchen 1988:50) and was, one year later, formally recognized
‘by the Single European Act - together w1th the establlshment of

the European Research Cooperation Agency (Eureka) 24, exhlblt

22 "Many of the European level initiatives may be characterized
as ‘club-type’ developments. Perceiving a major threat in terms
_of Japanese and US technology and market penetration, core groups’
‘at both the national and European level have formed defensive
. groupings manifested in terms of initiatives like Esprlt to
- protect their interests." (Shearman 1989:6)

23 the Framework Programme comprises and coordinates initiatives
as Esprit, Eclair, Brite, Race,. etc. It’'s financial endowments.
amount to 1.1 billion ECU per year (Peterson 1990:12)

24 Eureka is entirely intergovernmental and independent of the
~EC. It groups together all 12 member states, the 6 EFTA
countries, Turkey and the EC Commission the latter participating
as -‘a nominal extra member state. Eureka is designed to encourage
"near market, product-oriented R&D”.
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?extraordinary concentration rates in terms of territorlal
adhe51on or orlgin of participating flrms and of ‘the 1atter s

- 51ze and corporate power. POSltlve Communlty 1n1t1at1ves in the
lndustrlal policy domain are now, more than ever, domlnated by
act1v1t1es aimed at enhancing the EC’s hlgh tech potentlal The .
=susta1ned focus of Community pollc1es on R&D and other knowledge—
Lnten51ve industries is, of course,‘necessary lf one conszders,
for example, that 80 per cent of growth observed in the us - {
economy between 19089 and 1949 was: attrlbutable to technlcal}‘ <?;f~
progress rather than to lncreaSLng lnputs of capltal and labour
(Solow 1959, Thwaites/Oakey 1985: 1)- What is less understandable '
is that the intersectoral character of these pollc1es has rarely
been acknowledged and secondly, that llttle ‘is being done to
flght the whole array of resulting, negatlve externalities.. The
latter appear both terrltorlally in reglons and functlonally ln‘
related policy domains. “ ‘

‘ Very srgnlflcant consequences of these 1n1t1at1ves accrue’ to
the-serv1ce sector which, for two reasons, has been left aside in
the foregoing:section Firstly, a comprehensive and~
transnatlonally coordlnated serV1ce sector strategy never did
EXISt nor does it exist today (Molle 1983 18 and 1988 47 Illeris;
1989&3) and, secondly, the sector cannot be discussed separately
ilwithout con51dering the IT domain and R&D lnltlatlves as well: |
(CEC 1984d and 1987a). Given the strateglc importance of the
service sector in terms of yalue~addedfand employnent, the
"reluctancevof the Comnunlty to develop a consfstent strategy for

this.domain in order to create conditions for a more balanced



factor endowment of the regions is preoccupylng At current
market prlces, the share of manufactured products 1n gross value
added in the Community (EUR 6) has decllned from 33 per cent in L
1960 to about 26 per cent in 1983 Thls decllnlng pattern ls,ffuw
mlrrored by the correspondlng share of market servxces, Wthh
.expanded from 36 per cent to over 43 per cent. The share of non—
market serv1ces also grew steadily from" 11 to 15 per cent
{European Economy'1986a) With regard to employment flgures, the
share accounted for by market and non market serv1ces (EUR 6)
rose from 48 to 59 per cent (European Economy “1986b) . In some
countries,~these figures are approach1ng'70 per_cent (Molleji : e
1983 18, Vanhove/Klaassen 1987: XVlll) Especially.the new |
telecommunlcatlons serv1ces~- and notably the. value added
'telecarr;ed' services | H

"wlll haveAa major impact on theﬁfuture tradability ofvservices
"and on the location of economic activities. By the end of the
-century, up to 7 per cent of Community gross domestic product

will result from telecommunication$s and closely related’
act1v1t1es, as against around 3 per cent of today. By the early-
1990s, telecommunications will have grown into one of the largest
lndustrlal sectors" (Ungerer/Costello 1988 98). -

Interestingly, despite the expected dlstance shrlnklng

yeffects of innovative developments in transport and
telecommunlcatlon whlch could, potentlally,'"relaxe the. need for
most servxce activities to locate close to ‘their customers"
(Illerls 1989:68) and, subsequently, lead to the advantage of

agglomeration in big cities to dlmlnlSh, the exact oppo51te is -

more likely to happen (Goddard et.al. 1985:225). Because

" functional polarization is accompanied by social polarisation 25,,

26
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with knowledge intensive jobs requlrlng advanced quallflcatlons:
belng located in the key areas while a less-qualified and ‘ ”
frequently -female workforce tends to be employed part-time ln the
. perlpheral zones, the distance- shrlnklng effect, actually, turns'
out to favour central positions even more than was the case
| before the introduction of 1nnovatlve technologles. Illeris
.(l989:137-184) demonstrates that clear moves towards service
decentralization in the member states of the Community |
excluS1vely occur in countries such as Belglum, the Netherlands,
'Denmark and Germany, while France, Ireland-and Portugal tend to
further strengthen already ex15t1ng service concentratlons in
#thelr growth poles. Moreover, it appears that type 1- services :
(hotels, restaurants, etc.) 26 are over- represented ln partlcular
tourlst areas of the Mediterranean whlle high- quallty serv1ces
are much better distributed in the Northern countries. In
addltlon to that, and turning again to the Community’s high tech

activities, "the vast majority of projects financed by the

25 the combined effect of (i) bu51ness concentratlon, ‘(ii) market
homogenization, (iii) commissioning and, (iv) deregulation and
prlvatlzatlon (each of these trends being mutually reinforcing)
" results in the geographical concentration of decision-making:
centres around the major urban agglomerations. This. combined
- process of functional and social polarization, "once initiated,
becomes perpetuated, reinforced and 1rrever51ble." (CEC l987a 10-
12) _ -

26 the service sector literature (Illeris 1989:30-31)
distinguishes between, firstly, ‘goods-related (man-thing
relationships), secondly, information (man-symbol relatlonships)
and, finally, person-related services (man-man relationships)-.
demonstrated by the example of the US, type 1 and 3 serv1ces
. (especially catering and cleaning) are still relevant in terms of
employment creation, accounting for almot 50 per cent of new ]ObS
- created between 1977 and 1987. From a strategic ‘point of view,
however, information services are of much ‘more lmportance for
regional development. :
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r‘éommunityvare in Central and Northern Europe in centres of
excellenceh (céc 1987a). Hence, it appears that Community.
:%authorltles are doing nothing other than "leanlng back and
waltlng" for better times where they would, eventually, be
~;equ1pped with more regulatory power and capacity to lnfluence )
‘serv1ce sector and high tech dec1510ns Actually, they have |
already acquired considerable regulatory competences. That these
tend to be spent to the benefit of centrally located, and to_the
‘detriment of less developed regions and that "the regulatoryd
‘framework chosen to govern the llberallzatlon of the exchange of
services ... will have extremely dlfferent effects at reglonal
ilevel" (ibid:21) follows from .the empirical 1nformatlonupresentéd

in the subsequent sections.

. 4. The European Technology Community

'SThe technology gap between less‘developed and advanced -
regions is considerably wider than that dividing the areas in f'
overall economic terms. Disparities Will.increase even ‘more than
-before as technology advances, and they are~1ikely to.become a?
persrstent and permanent feature of future economic progress ln
the Communlty, slowing down the. overall pace of economlc o
development. A report produced for Strlde,(Scrence and Technélogy,
for Regional Innovation and Development in Europe) by the
National Board for Science and Technology in Dublln (CEC 1987c),

+ for the first time quantlfles hlgh’techndlsparitles at a regionala

level (figure 1).
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figure'l: technological (Gross'Expenditure on ReSeérch.&
De@elbpment/capita) and economic gaps (GDP(oapita)Ainvthe

. Southern member states (EC12=100) 27

' .G.R&DGAP.DOC;13 cm;9.557 cm;HPGL

- soutrce: CEC 1987c: 90

Wwith regard to GDP'and GERD .(Gross Expenditure-on R&D)

) froures per capita in the Southern member states and Ireland showA
'.that the ratlo 1n the level of R&D 1ntensrty at the natlonal
"level across the Community osc111ate5-between 1:12 and,
_con51der1ng prlvate investment 1nten51ty, between 1: 28 A group L
of Mediterranean countries, accountlng for about 40 per cent’ of
thenCpmmunity population{ arrives at a meager share of not more
.théhvlo per cent of R&D activityrih'the_EC (ibrd:o). At the sub-
national level, disparities appear to. be.hore pronounced: ﬂ

' "Many regions have almost zero R&D capaC1ty Their technology
..level can be a factor of 100 times lower than that of more
_developed core regions ... The scale of the technology gap is .

. ‘estimated at 7 billion ECU per annum. This indicates the level of,J\

_ additional annual investment which less favoured member states
would require in R&D to reach average Community levels.” (ibid)

27 productlvlty levels are glven by GDP per capita and technology
Levels are given by GERD per capita. GERD reflects the total
"level of- R&D being performed in a  region,’ i.e. Ppublic
_expenditures as higher education institutions, government and
‘private mnon-profit laboratories as well as purely private
investments by the business enterprlse sector (i.e. BERT). )
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The economic gap, which’fordso long”has been formaLly'
recoghiied by the Community through its regionai-and other
structural policies, is a factor‘of between 3‘and 10,times
smaller than the R&D gap for these countries. The question
arises; therefore, as to whether the technology gap’shouldAnot"

. also be'explicitely recognized within Community policy- in anyh
_case, "a gap of this magnitude suggests that solutions will be
»long—term" (ibid), meaning that there is time enough for gOing‘
1 beyond mere redistributive 1nterventions and developing an
,.appropriate regulatory strategy. A programme like STAR (Speciai
felecommunications Action for Regional development) is,wof,
g gourse, an important stép intd this direction, although its .
.impact cannot be more than marginal in oomparison~to that of tne
'&’flagship' programmes of the EC as Esprit,vRace; etc. which lack”
‘any regional dimension. Official EC documents recognize the
extent of these problems. Yet, as regards_bositive strategio’
uproposals for counteraction to be taken, one looks in vain for
-suggestions going beyond verbal and mere obligatory exercises'in
) favour of economic and social cohesion Wthh do seem to belong to n
" a set of standard rituals of many offic1al publications Since the
..Signing of the SEA (Art.130A). The well-informed and most
comprehenSive study on telecommunications in Europe
(Ungerer/Costello 1988) dedicates not more than one and a haif
3page (of a total of 260) to an investigation of potential’
, territorial impacts of EC policy in that sector. Apart from A'

brief description of existing problems, the authors refer'to_a;
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Counc11 Resolution of 30 June 1988 28 and demand that."a
fundamental pre-condition for a Community-wide market in 1992}is:~
the full integration of the less favoured regions of'the
Community into the economic mainstream of Europe" ‘ib;d:lss-lsb);

It remains to be seen, however, Qhether the purely

_ deregulatory and market-driven solution'they snggestfwill*

actually contribute to a more balanced growth 29. Deregulating
the domestic procurement markets for telecommunications and high

technology products is certainly necessary if comﬁetitiveness is

to be re-established on 1nternatlonal markets The questlon lS,

in whose lnterest this should prlmarlly be done and’ to what

extent is this g01ng to result in forms of transnational re--

N

fregulatlon Stevers (1990:65) observes that the main lnltlatlves

‘ in favour of deregulation were, actually, taken by the

28 the Resolution, in its ninth major goal of telecommunications
policy, reads ‘as follows: "integrating the less favoured areas of

the Community fully into the emerging Communlty wide market
making full use of existing funds. This is one of the aims.of the
STAR "programme, which is designed to promote these areas with
high technology telecommunications networks and equipment as well
as developing the endogencdus. potential, especially in the field
of services linked to this sector, thus making the best ‘use of

‘growth . potential of "telecommunications..."” (from*
. Ungerer/Costello 1988: 253)

29fas:argued by Fullerton and Gillespie (1988:99), "there can be ;
little doubt that public sector monopoly provision in Europe has

benefitted peripheral and/or less favoured regions ... Although

"the principle of universality has been extended into the supply .-
of new services, available ‘evidence Suggests that in practice ' -

there can be marked regional variations in the availability of
new services arising from the phased stages by which investments.

"are made and networks extended - geographically.”" .Wdldchen
.(1988:53), as well, maintains that "unless corrective- action is
. taken, the development of the infrastructure for the . new-

technologies will tend to. follow established demand patterns and

. concentrate in the most developed regions of the Commundity."
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u?"blg European (equlpment) industries. They stressed the.

“rimportance of bigger home markets and .congruent national s
‘regulation. The more technocratic decision-making at-the EC level

.promised ... to be more successful than decision- -making at the .

‘national level ... (where) distributive equlty cons1deratlons‘.uy
are likely to carry more weight." : 4

.

- The deal struck between national governments and blg
| busrness when the foundatlons for the Technology Communlty uere
hammered out consisted in buSLness ‘being prepared to support
i“government in a reconstitution of erodlng natlonal soverelgnty
.wover.economlc.pollcy at the supra- natlonal level if government
-wasdprepared to concede that a future European polltlcal economy
:gmas to be_significantly less subJect to 1nst1tutlonal regulatlon
(Streeck 1989 6). While the increasing withdrawel of member
4‘states from past patterns of ﬂdirigisme';would‘have opened
"opportunrtles for the issuing of a yast"array of transnational
'regulatory .rules by the EC, the oppOSLte occurred and the -
}‘Comm1551on, by way of its 'block exemptlon from EC competltion,
,,rules comlng into force in 1985, almost completely abstalned from-
‘31mp051ng blndlng norms on enterprlses ‘which agreed to partxczpate
»in Community-guided.cooperatlve ventures The resulting effects
"%of these deals, i.e. the characterlstlcs of dlfferent lndustry-
- led schemes for technologzcal and R&D cooperatlon, are ERRAN
embarrassing both in terms of spatlal and corporateiconcentratlon

fi4 1. The spatial concentration of Community R&D schemes
’_(terrltorlal aspects of the ETC) :

-30. the reader should, of course, keep in mind . that none of these
programmes had actually been designed to further reg;onal‘*
- development objectives. They "-provide support: for activies
exclusively in ‘centres of excellence’ ' o
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Several studles have been carrled out by the Internatlonal-v
“Unlon .0of Local Authorities (IULA) 1n order "to verlfy whether or
‘not Communlty pollc1es in R&D (v1a programmes as, e. g Brlte,
'Race, etc.) really contribute to economlc and social cohe51on in’

: _the.Communlty" (Saublens 1988'2) »The results of this work fully
f.conflrm what has been argued so far: . Communlty pollcy in the IT,_A
in the telecom and in other related hlgh tech sectors does not
A'only do llttle to offset existing dlsparxtles but actual;y,lx

*ffcontrlbutes to a SLgnlflcant w1den1ng of these gaps. Saﬁbiens

(1988) presents the rate of part1c1patlon of companles and

research institutes from all Community reglons and, partlculerly;g

..from Objective 1 regions 31 in a,numberfof Community R&b
programmes. We have isolated the oatalfor four cooperetive‘
schemes belonging to the context of the Framework Programme and
re-arranged it in a more conveniant way. Figpre 2 oemonstratésA

‘the absolute participation of enterorisesofrom fiveiéouthern'
member states plus Ireland together thh the separate flgures for

bObJectlve 1 regions of Spain and Italy in Esprlt Comett Brlte

and Sprint.

i,Figure'Z:'absolute participation'rate,of firms from member stateS'
. with objective 1 regions in 4 European R&D programmes (1987

figures)

‘31 regions being eligible for objective 1 status of the reformed
structural funds are: Spain-1 (Andalucia, Asturias, Castilla-
Leon, Castilla-La Mancha, Communidad Valenciana, Ceuta y Melilla,
‘Galicia, -..Canarias, Murcia), Italy-1 (Abruzzi, Basilicata,
‘Calabria, Campania, Molise, Puglia, Sardegna;“Sicilla), Greece,
. Portugal and Ireland (whole country). C
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Source: Saublens 1988

The tofal number of coope;ative-uentures for each Scheme
.financed by the Community is given in the legend to the‘figufe.
Although only countries with.minor sharee‘;n the four‘schemes‘h
have been included; significant differences emerge with regard to
‘ the participation of e.g., Italian'ahd Greek enterprisee.'While'
Itallan firms partLC1pate in 89 Esprlt pro;ects, enterprlses from‘
the country’s South are represented w1th only 7 part1c1pants and

Wt

the ove;all number of Greek part1c1pants does_not exceed 20
flrms. k d
When one includes firms from‘all member states, the>picture -
ehanges dramatically: French and UK firms have the higheStlsha;e
"in terms of‘participation in the sehehes, ﬁhe former leading ih
the case ef Brite (63 participants) and Sprint (29 partieipants),
hhe'latter in Esprit (164'§articpant5) end Comett (83
pérticipants). In relation to ﬁhe UK, Italy'obtaihe 54.3 and
Portugal 7.9 points in Esprit while the‘#afio-of the nine Spanish
:dbjet;ive 1 fegions drops .to 0.6. The maximum number of Greek,
'Ifish and'Portuguese firms participating in either of the fouf ;
Aschemes does not exceed 28. Another lmportant feature of the four
programmes is the strong geographlcal concentratlon of .~

'part1c1pat1ng ‘firms in a small number of reglons and, w;thin-;

'these regions, in a limited number of agglomeratzon areas such as
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specific provinces or departments. Most French participants have
' thelr headgquarters in the Ile de“France and specrflcally, the
‘Parls area, followed by Rhone- Alpes and Provence Cote da’ Azur,
while the biggest number of Brltlsh flrms tends to come fromvthe'
SOutn East, especially the Greater London area, and from East
,;Anglla. The same applles to Italy (Mllano, Pisa, Rome) and .Spain
l(Barcelona, Madrld)

With respect to an overall number of 50 dlfferent DG XII-
managed cooperatlon programmes, Saublens calculates average
.partlclpatlon rates per-Communlty country of 135 projects in 1986
1and l12 projects in 1987. Average participationlof dbjective”l
countries for both years oscillates between 16 and.37llA |
mcomparison of financial allocations from the Structural Funds-
«wlth,those coming under cooperative-R&D programmes,also reveals'
little;complementarity between the actions COmmunity
: lnterventlons in the high tech domaln (DG XII) are proportlonally
more relevant for -countries beneflttlng 1n only modest terms- from :;
‘Structural Fund allecations (DG XVI and XXII). Germany receives
‘only 4 per cent of the total contrlbutlons of the Structuralg
5Funds but gets 22 per cent of tne total contrlbutions of the RaD"

.programmes while Spain, Wthh receives 16.5 per cent from the
Lformer source, gets only 1 per cent from the latter. ‘The study '
' concludes that. -

%

"keeping in mlnd that in the majority of the structurally S
" backward regions ERDF interventions are essentially ‘transport

infrastructure investments, the dlsparltles of the fallout -of the .
. R&D financing efforts might intensify more strongly the : '
development gaps between the Community reglons“ (Saublens
.1988 10). ,
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A recent study of a more comprehensive set of Commanityl
programmes 32 carried out by the same organization (see Saublens
J1989), points to the territorial concentration of pro;ect |
participants in the large metropqiitan growth poles of seven
member states. As demonstrated by figure.3, almost half of the,
'French partic1pants (42.5 per cent). of the fifteen cooperationi
pro;ects under investigation have their headquarters in Ile de
France, with 16.7 per cent directly being located in the Paris " -
. area. While in France, the UK and Germany 33 the contribution of
leading provinves to the participation rate of leading regions
»ranges between 30 and 50 per cent, ‘thus 1nd1cating a still quite
acceptable distribution of partiCipants across the regional
'.territory, the picture changes the more one goes South. The share-
" of Lazio, for example, in total Italian participation is 21.6 per
cent, while the Rome area alone accouhts for 20.9 per cent. The"

figures for Greece and Portugal show that considerably more than

32 the data set consists of the following fifteen Community-
financed technology and innovation-related programmes: BAP, BC-
NET, BIC, BRITE, ESPRIT, EUROTECHNET, HELIOS, IRIS, ' LEDA, PETRA,
. PAUVRETE, SPRINT, COMETT (regional),. COMETT (sectoral), EURQO-INFO
CENTRES .

‘33 note with respect to Germany that this is the only country
- where the province with the highest relative share in national
" totals (Munich) does not belong to .the region with the. highest
share (Nordrhein Westphalen). In all other cases, what is called
here ‘leading department’, corresponds to the national capital of
the respective member state. Total national participation figures
and leading regions and departments per country are: Italy 263
(Lazio/Roma), Spain 188 (Madrid/Madrid), Germany . 256
{NRW/Munich), UK 314 (South East/London), France 324 (Ile de
France/Paris), Greece 77 (Anatoliki Sterea Kai Nisia/Athens) and
Portugal 74 (Lisboa-Val de Tejo/Lisboa). .



50 per cent of the participating firms are located in the '
respective national capital of these countries.
‘Figure 2: share of leading,region.and‘leading department?per-‘ -

’_country in 15 European high—techicooperation programmes (%)
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:lSource: Saublens 1989

With regard to Portugal, the hlgh share of Llsboa based
v.enterprlses leaves almost nothing- for regions llke Algarve (one
part1c1pant) or Norte (four part1c1pants) The same applles to
Athens in Greece where Thessalla and the Peleponnes are left w1th’
four part1c1pants each, while Macedonla and Ipeiros together have
-only»two participants (i.e. roughly 3 per ‘cent of the natlonal
'Atotal) In general going beyond the limited data presentedjhere)f
1t appears that 50 to 75 per cent of the firms from one of the ‘99
%reglons studied are hosted by the leadlng town or metropolltan
Tgrowth pole of the respectlve region. In less developed andni*>

| perlpheral zones, this flgure reaches 100- per cent (BaSLllcata,
Mollse, Northern Ireland, Normandle, Algarve, etc.). Wlth the
above lnformation in mind, it mlght be Lnterestlng to ask the
extent to which territorial concentratron, alone contributing to
considerable increases in regional disparities across the reg£6ns
'of the Community, is matched by concentration in size and L
~;corporate power of part1c1pat1ng flrms. |

4.2. The corporate structure of the EC’s R&D network

37
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' Theydevelopment of a European Technology Community‘is largely
due to the actiVities of the big twelve leading European
ﬁmultinationals ({Buda/Vogel 1989, Mytelka/Delapierre 1987,
,ShearmanélQBQ) whose representatiyes~have, since 197§,dformedfthe-
.TEuropean Business ‘Roundtable, and to those of a second group~of‘
lfirms (the Gyllenhammer group), including many non-IT .
,manufacturers like Volvo and other European car producers. The
‘ideclaration of common intent’ of 20 June 1985‘(See Péterson&A
1990-12) issued by Philips,‘Siemens, GEC and Thompson in response
;to the Community s effort to counterbalance US offers to European_
partners to partiCipate in the Strategic Defense Initiative
(SDI), finally paved the way for the.creation of the European:
Research Cooperation Agency (Eureka) For various reasons,-large:
‘.firms are systematically favoured in the -capacity to steer and
shape the predominantly industry-led schemes of the Technology.
:Eramework Programme These relate: to the critical nature of
;technical information as a source of poner, to the oligopolistic
structure of markets, to the political momentum at the Community;
'level to restore competitiveness versusqdapan and the US,ytogthe
institutional~self-interest of the Commission“to enlarge its

influence and opportunity space’for action and, finally, toithe
.'EC'svdemocratic deficit and the*insulation of technology scheme B
' deCiSion making structures from normal channels of democratic
accountability (ibid:7). This is important to mention because
rboth the size of enterprises and the governance structure of'd“
existing schemes largely'determineytheir degree of territorial”f

.concentration in particular areas of the Community. According to
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‘DG XII‘and 'with respect to certain-sectors covered by Espritv the
.relatively modest size of firms 1n some countries (notably Italy)
is one of the main causes of non- participation of:these -
.enterprises in the schemes. TheACommission, indeed, continues to-
define“as SME only those "independent.firms with less than 500 :
employees.whose fixed assets (net of depreciation)'areiless than
lsfmillion ECU and in whose capital structureAlarge‘enterprises
hold no more than a one—third participation" (Aitkenf1988:§9), /
-This practice continues to be used,despite the fact that,the:
official definition for this category of enterprisesxlies at a -
'level of up to ten times below . the EC definition in many member
lstates of the South where they provide the bulk of value added
and of productive capaCity The irreSistable temptation for the
-CommiSSion has been to identify successful industry with big
bfirms, possibly because that is the institution s View of what
.makes the Japanese industry succeszulf(Cawson 1990°20)

Community policies continue to follow these lines, we might have
ito re-read the literature on the second industrial divide and
jon post Fordist production patterns. The prospects for flexible
ispec1alization to acquire the status of a specific European’
accumulation model would be quite remote under such conditions
(Amin/Robins 1990).

Generally, however, it is notxonlyﬂthe relatively Weaki"
participation rates of SMEs in the enclusive,wclub-type EC-
schemes in cooperative R&D which appear:to be mostfstartling. Not
less peculiar are the modes of governance-of this cilub itself'

which even tends to reinforce the already existing barriers to
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entry resulting from official- ellglblllty criteria Contrary to
the theory that following "the: complexity and multiplicity of

the emerging telecommunications serVices, only the market can

eff1c1ently link .the producer with the _consumer “el (and that)

PERUE

economics knows of no other means of ‘fulfilling this purpose and .

all attempts to replace it by something 'else have. so far failed"

(Ungerer/Costello 1988:100), the practice of restoring
competitiveness falls far short of these normative statements.

What Cawson (1990:29) says w1th regard to consumer electronics

. actually applies to the overall framework of Community R&D

; initiatives'

"The consumer electronics industry is v e increasingly governed -
by non-market means, such as.state-producer networks and industry

" networks, and increasingly those hierarchical instruments of
. state influence are being refashioned at the European level."

With respect to the decision-making structures of programmes

'as‘Esprit, Race, Brite, Eureka, etc. we are, indeed, not merely

_ confronted'with a classic phenomenon of agency capture,(Grbte

"1989-and 1990a) but, more preciseiy,.with a‘phenomenon of - agency

creation’. by a narrow distributive coalition of, in principal,

“not;more than 12 enterprises. .This can be shown surveying both

" Esprit, the"flagship programme’ of.theuFrameWOrk; and the

territorially more encompassing - but with respect to its

-corporate structure equally narrow 4“exampie of Eureka. Before

completely being absorbed by DG XIII, Esprit was managed by an IT

Task Force (Stevers 1990: 32) which, initially,‘consisted of ex-

,officials from DG III and by two subgroups of this Task Force,

, the Senior Officials Group of Telecommunications (SOGT)'andythe-

'
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.Group d'Analyse et de Prevision (GAP). These three groupings were -
joined by business experts representinglthe leading‘European MNCs
and by academics and were largely. autonomous of governmentl
'“control. The fact that they were given "broad'powers to,choose
;hich individual project proposals receiye funding, how EC funds
are distributed between participants,'and which specific .
;technologies are supported within broad technological'sectors"p
(Peterson 1990 10) led to 70-80 per cent of all Esprit contracts
between 1981 and 1983 being awarded to the big. 12 European MNCs~'
,(Mytelka/Delapierre 1987: 245) | .
"Figure 4: share of the big 12 European MNCs and of 'SMEs in four'

R&D cooperation programmes and their national origin

G BIGSMES DOC;13 cm;9.557 cm;HPGL

”‘Source- van Tulder/Junne 1988 226 and 229 (author s elaboration)
"In the case of Eureka, industrial firms are entirely
R responsible for proposing pro;ects for Eureka status"and a.
. proposal has, so far, never been refused by Eureka’s Council of
Ministers (Peterson 1999:13). Although this programme does not :
wpossess a genuine public governing body to guide the general |
‘.direction of policy or perform the sort of technology assessmentv
' required to determine whether funds are spent w1se1y, instances
- of ‘a“free market are difficult to detect here as well. What
emerges with respect to the overall ensemble of thése programmes

is a hierarchically organized European MITI of the Japanese type-
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" '34 with enormous problems for democratic accountahility If the 5
billion ECU commitments by European f1rms and governments turn
i‘into hard cash, "it will be the second ‘largest investment project
i~in Europe after the Channel Tunnel"'(Cawson 1990:23). The data in-
figure 4 allows one to check empiricaily what has been arguedfso
far. Two types of data are overlayed in this figure. ‘The columns
lrepresent the relative participation of the big 12 and of small
and medium sized enterprises while three lanes represent the
aggregates in terms of national origin of enterprises for two

' geographical areas and, separately, for Italy. With regard to the
second phase of Esprit (Esprit:2)) the'éIG i2 participate‘inl69_
per cent of the projects while SMEs are .involved in not more than’
6 per cent. No wonder then that, on the averagef enterprises from
Vﬁorthern member states (france, UK, Germany) participate in 67'
per cent of Esprit 2’'s projects while-Southern firms (Spain,
Portugal, Greece with Ireland being 1ncluded) participate in only
6 per cent of the scheme’s cooperative ventures. PartiCipation of
Italian firms represents an intermediate category. It is markedly
higher than that of firms from the EC-South'grpup but lies
.considerably below that of firms'frem France, the UK-an& Germanf
(EC North). | | o |

Differences are most pronounced in the first Esprit phase'

and ‘less pronounced in Brite. In the latter programme, SMEs -

34 "Un ulteriore sviluppo logico potrebbe essere la realizzazione . -
di una struttura nella quale inserire tutti guesti programmi '
(Brite, Sprint, Esprit, Jessi, Race, Eureka), cioe' una strategia

. industriale. In breve, il mercato unico e‘' destinato a far
-nascere una sorta di MITI europeo o alla giapponese per la meta
del prossimo decennio" (Curzon 1989:257).
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4'partic1pate w1thout any presence of multinationals in the Single
pro;ects, in about 30 per cent of the 117 cases. This may be due
4ﬂto the fact that, 'in contrast to the;other programmes, Brite(s
problem definition and its general framework have not ‘been |
'formulated by the Big 12. As a consequence, the partiCipation?
.rate and the extent of control exerted by the latter is much
‘iower in this programme which is also the onlpione where some,
‘albeit indirect, European tradelunion participation has been:r'
pachieved (van Tulder/Junne 1988). With respect to Esprit,vmany
Community documents claim that.the representation of small andiﬁ’
medium sized enterprises would be representative. The relativelf '
modest contribution of SMEs to-R&b'inuestments is held |
responsible for the fact that they participate in, on auerage,
3not more than 10 per cent of the’ programmes. What is mentioned
‘with less frequency is the negligible portion of Esprit’ s public
.funds which actually are paid out to SMEs. Also, as noted by
Peterson (1990:24), "the total proportion of innovations which
eoriginate from SMEs is higher than their share of totdl R;D-?‘
expenditure." Innovations, of course, are.less easily measured

. and thus rall out of the list of currentlp existing elioibility
_~criteria.;Generally, considering the,innouative potential ofksMEs
. together with their dominant share in national output in'theff
SOuth, and taking intolaccount the combined effect of the
‘_official SME definition of the Commissionand the hierarchicai
governance structures of EXIStlng R&D schemes, it _becomes evident

that small firms "despite apparent European Commission prOVisions
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tb’the contrary, are gradually squeezed out of the market"
(Shearman 1989:6). |
‘hS: Context‘regulation - a way out,of}the impasse?

As mentioned in the introduction to this chapter,
:?traditional redistributive measures are unlikely to offset thefm
combined -effects of sectoral Community initiativestin a,wide,;u
range of policy areas. Regulatory reiorms are needed to'combat)a<

.ffurther drifting apart of the Community s regions in two
increa51ngly lelded blocks. These reforms are’to address tWo ;
'targets~ the first regards the Commiss10n itself and relates to
‘the institution’s present incapacity to coordinate sectoralv
iinterventions in an adequate manner while the second concernsfthe
'disparate endowment of Community,regionslwith'contextual, h¢n4"'
market devices for economic activity} The reform‘of the
‘Structural Funds may be seen as a first attempt‘to achie#e
something like a new distributive order, although primarily
conSisting in ‘an internal redistribution of existing budgetary
.fresources 35. Community interventions, however, are more than

' just financial transfers. While the size of non- regulatory,'“

‘direct-expenditure programmes is constrained by budgetary

~appropriations, the costs of regulatory“interventions are

35 for more wide-ranging aspects of these reforms as, e.g.,.
‘enhanced monitoring by way of ’‘partnership’ contracts with’
- regional entrepreneurs and public institutions, etc. see Bianchi
in. this volume. Where the Integrated’' Mediterranean programmes,
‘for instance, go beyond mere financial appropriations and aim at

‘a restructuring of the entire institutional environment of their a

target regions, we speak of context regulation.



directly borne by firms, individuals,‘territories‘and the latters .
'representative institutionsr(Majone 1989). Giyen-the'financial
~constraints on the one hand and the, potentially, unlimited stock
of regulatory instruments on the other,."the only way for the
: CommisSion to increase its role is to expand the scope of itSfi
‘regulatory activities" (ibid ) . |

Since the widely appreCiated strategy of mutual recognition
is “patently too weak e (because) 1t cannot handle negative
~externalities that transcend national boundaries" (ibid. ),.we are
flikely to encounter a re- regulatory inflation of an unknown
extent in all those domains‘for‘which the-Community has acquired.
~competences. If this activity continues to follow the established'
7 patterns of sectoral policies, the likely result would be a
further increase in regional disparities. ‘Following Majone, our .
suggestion, hence, consists in the demand for the creation~of'a
'?regulatory.clearing housef or 'regulatoryfbudget’ at the~level»
'of the Commission whose primary function would be'to control the
;cost effectiveness of different regulatory programmes as well as
the latters externalities. "Simultaneous consideration of all new
*7regulations would permit one to assess their jOint impact on | 1
"particular industries" (ibid.) and, as might be added, ‘on
'specific territories, and would- contribute to considerable
improvements in the Comm1551on s capacity to coordinate its_ -
.sectoral polic1es in the future. |

The second reform env15aged here concerns the regions

. directly One important property of many of the sectors studied

iin this article (especially energy, transport,



46

| telecommunicatiens) is that they.provide major inputs inte the
endéwment ef regional economies with;infrastructure} i.e. the
contextual elements or productive environment necessary for any
kind of economic activity. The notion of infrastructure - i.e.
what kinds of resources are to be.included in this category -
‘1varies of course from author to author We subscribe to
Joachimsen’s (1966) broad definition and include both tangibles.
.{calléd here hardware infrastructure) and intangibles (softwarei
infrastructure) as all types .of public_serVices, administrative,
capacities, institntional infrastructure,and, as a more reeent
iphenomenon,'propensities of public andlprivate actors to
;cooperate at regional level; i.e. consensus-oriented industriai
_relation eystems,.network-fdrmsyof preduction, cooperative ﬁ&D~
“actiﬁities, etc. (Holland 1990). The problem with the Eeeond'A
category is that its existence acress’regiens is hard to measure‘
(for suggestions see Grote 1991). In any case, context regulationaf
'of«tne regions’ hardware and software infrastructuree becpmes7
beth.necessary and possible to the extent that iarge and
reconomicaliy relevant fractions of it are now subject to
‘prbcesses of privatization thle, traditipnally, having been .
characterized by high degrees of publieness and relative.
.ineulation from market forcee. Teleconmunieations have:been shewn5
'“tO‘represent the strategically most important part ef the
ensemble of infrastructures and as determining regional

,.queiopment more than any other single resource 36. Biehl (i990)

36 Ungerer and Costello (1988:83) call telecommunications "a
general infrastructure for the 1992 market." -
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has measured the ensemble of hardware infraetructures.for the'
"firet time across all functional Communit§ regions;”Hie{resdlts
largely correspond to our’s and, in a way, repreSent an overall
~"aff,irmation of the state of disparitiesﬂacross‘thelramified;f
sectors described in the foregoing’éections (figure 5).'The' 
Benelux countries possess the best equlpped reglons in terms of
1nfrastructure endowment. The least equlpped reglons are located
in: Ireland, Portugal and Greece and reach only 6- 10% of the
‘Hamburg endowment The Spanish reglons rank between the 34 and
'the 109 position. Madrid scores at rank 68 w1th 32. 28 slightly
below the EC average of 37.95. Because~of the extraordinarlly
'hlgh.provision with infrastructure othhe’German citytstates
Hamburg (100), Bremen (80.02) and Weét‘BerIin.(s9.86),'the
5Federa1 Republic exhibits the relatively_strongest’dleparities{‘
althongh its bottomline area, Giessen,'almost hits the Commdnity'
" mean and exactly corresponds to the natlonal average of Italy :
'(31 0) The latter ranks below the Community mean and is only |
sllghtly above that of Spain (29.5) and Ireland (27 1). The gniy
difference between Italy and Spain consists in the less
pronounced disparities between the Spanish upper,- and bottomline
"regions (40.3 and 19.7) relative to those.of_their~ltalian“ﬁ
connterparts (56.1 and 12.6). L '

“'Figure-st infrastructure endowment of EC regions ‘(hardware) 37

37 the data comprises, for 168 functional regions ‘of  ‘the
Community, normalized and correlation weighted indicators for the
four directly productive infrastructure categories.transportation
(roads, railways, waterways, airports, harbours), communicadtion -
(telephones, telexes), energy (electricity ' networks, . power
... stations, o0il pipelines, o0il refineries, gas networks) and
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- for cemplete data see: Biehl 1990, 36-39
' Biehl, of course, has only inc;qded‘into the
telecommunications fraction of hardware infrastructures such
basic service neiworks‘as.telephenes and;telexes. Telephone
services are still subject to general monopoly provision in all
member states except the UK, while telex‘equipment is only partly
liberalized in about 50 per cent of theleases (Ungerer/Costelle
'.L988:80—81j. Including the whole range_gf, meanwhile, completely
pfivatized terminal equipment (supply eﬁd maihtehance) and public"
as well as private 1nvestments and activ1t1es in R&D, would allow
the drawing of more precise conclusions.’ Prlvate expenditure in -
R&D, since in many cases contingent on publicly induced
cooperative networks between enterpriseelon the one hand and
'priVate firms and public authorities'on the other (Cooke/Morgan
1990, Streeck 1989) might reflect existing levels of |
infrastructure endowment in the regions.of the EC to sihiler

extents as do figures on transport networks or energy supply. In

"education (university education, vocational training) for the

year 1980. The best equipped reglon is Hamburg obtainlng a value

of 100, whereas all other regions are expressed in terms . of

_percentages of the Hamburg endowment. The regions of single

member states occupying positions at the upper,- and bottomlines

respectively are for Germany (Hamburg; Giessen), the Netherlands

(Groningen; Drenthe), Belgium (Antwerpen; West Vlaanderen),
‘France (Ile de France; Picardie), Denmark (Hovestads Regionen;

Ringkobing Amt), the UK (the North; Northern Ireland), Italy
(Liguria; Molise), Spain (Aragon; Navarra), Ireland (South West;

North West/Donegal), Greece (Eastern Cont./Greece Isl.; Thrace),

and for Portugal (Lisboa; Evora). For all figures see Biehl
(1990:36-39). ‘ ' :
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flgure 6, intensity of prlvate bu51ness R&D expendlture lS
presented in the same manner as are the flgures for .
infrastructure endowment in flgure,S. The national means oflthe;
'.total level of R&D expenditure, Which‘ingiude bothspublic~
(uniVersities, non-profit research institutes, etc.) and prlvate
investments,.osc1llate slightly above- the average. values of..

figure 6aand are not demonstrated here (see for that CEC 1987:99-
102). Whlle the relation of overall to private 1nvestments -
appears to be rather stable in most reglons of the Community, in
some regions the fraction of prlvately generated R&D resources

flies considerably below the total aggregates of which they form

part. )

Figure}G:“intensity of private (business firm) expenditure onfﬁ&foﬂ

. across EC member states and their regions 38
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Source: CEC 1987, 103-106 K S S e

v-38 as in the preceeding figure, we have mapped for each of thej'
member states, the respective leading and most backward regions
in terms of private R&D expenditure. For the UK, Denmark, Ireland
and Greece, regional data is 1lacking (the sample, therefore -
.comprises only 134 out of the total of 168 functional regions).
The upper,- and bottomline values for these four countries are
. estimates while only the national .averages reflect relyable
values. For the remaining countries the regions moving on the
top- and bottomlines and their respective™ rankings .are the .
following: Germany (Oberbayern=1; Trier=94), France (Ile de-
France=3; ~ Champagne-Ardenne=93), Netherlands (Utrecht =5;
‘Groningen=91), Belgium .(Antwerpen=22; Oost Vlaanderen=85), Italy
(Piemonte=28; Molise=120), Portugal (Coastal Lisbon=84; Madeira,
‘Algarve, Alentejo and Acores all with zero values), Spain

- (Madrid=86; Rioja=127). ' o S
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This applies particularly to regions such.as Languedoc‘
'»RouSSillon which ranks at the forth pOSition of all Community
i‘regions with an astonishingly high value for R&D total
‘expenditure of 183.0 (the French and German averages for total i
[R&D expenditure being 113 4 and 134 0 respectively) while

| occupying a modest 69th pos1tion (w1th a value of 44.7) w1th
'regard to private R&D investments 39. The high discrepancy-"
hbetween overall R&D actiVity of the region on the one hand- and
iprivate investments being undertaken in. this domain on the other,

" might" be due to the fact that Montpellier s "technopolis" has,‘

“ relatively recent origins and that conSiderable time lags seem to-

occur between even heavy public infrastructure procurement and )
appropriate responses of the private sector. Another reason might,
‘hbe that high tech facilities are, as in thlS case, perversely
t~concentrated in only one area (Montpellier) while much'of'the
"area s hinterland belongs to the- least developed zones in France.
':Private investment in such & narrow space cannot offset the'n
'combined expenditure levels of enterprises~from leéss disparate

"-areas as Oberbayern, Baden-Wuerttemberg, Ile de France, etc.

39 other regions belonging to this category are Lazio, Bretagne
and Acquitaine (see CEC 1987c: 109). Although less pronounced,

" also Emilia Romagna forms part of this group. This might seem

astonishing since the region’s development potential ‘and.
innovative <capacity has ' received widespread . international
'recognition in recent years. 'Yet, as ‘demonstrated by Garmise and .
Grote (1990), Emilia Romagna still" ranks around the mean in
European comparisons which is due to its above average share of
agricultural production, to the-minuscule size of- many of its
.enterprises, and to a leftist variant of the classic Italian
.desease of localist parochialism.
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. In no way can the-LanguedocéRoussillon case be taken’as‘an'
,example against our argument that a high infrastructure endowment
Nof regions is likely to instigate relatively high levels of .
‘private investment and activity, propenities for,cooperative
’strategies and capabilities for'diVersifiedaquality'production.
On the contrary; it shows that those regions possessing a°.‘
“sufficient degree of institutional decentralizationy considerahle?
rregulatory authority and complex devices for the generation of‘
-collective and non economic production inputs perform much better
than their centralized, "technocratic" 40 and less regulated |
counterparts Baden-Wuerttemberg, for example, which has been“
icharacterized as the model case of a networked regional economy
(Cooke and Morgan, 1989) ranks close to Languedoc Roussilon with
'respect to the overall level of expenditure in R&D but, in .
:contrast to 1ts French companion, occupies a leading ‘position. inA
private procurement of technological resources (rank 13).

7 - This, again, raises the issue as to whether context
‘regulation by the EC might not be an appropriate tool for
’guaranteeing a more even endowment of Community regions with
,hardware and software infrastructures. Biehl has noted that among

the four resources which determine regional development 1evels —'

40 Fach and Grande (1989:172-73) mention an “engineering
approach" (technological bias of innovation policy) which reduces
innovation processes to their technical. aspects and neglects the
'social and political components of technological adjustments. In -
reality, strategies of innovation management are. always highly
complex regimes of social - regulation,. 1i.e. different
configurations of state, parties,- interest associations, socialﬁ
institutions and markets which, altogether, are embedded 1n most
diverse political cultures (ibid:181). :
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infrastructure, location,”agglomeration:and sectoral structure.f -
onlf‘theﬁformer "represents a direct instrument'of government
policy" (Biehl 1990'30) There is no reason why interventions in 1
this domain should continue to be managed by national authoritiesl
alone. As regards software dev1ces, the Community could, for‘
example, make the transfer of financial appropriations of its
structural funds contingent on ‘the existence or creation of
regional collaborative networks among firns, interest
associations, chambers of commerce, reSearch institutes, etc.
fhis would force regional public authorities especially of
Southern member states to 1nst1gate, by way of imp051ng certain
opligations on the often short-Sighted behaviour of individual
entrepreneurs, those "excess" investments in redundant capacities
vhich Streeck (1989) has called the main characteristic of a
proper European accumulation model. dontrary to the mega-networks'
represented~by programmes as Esprit, Eureka, etc., social ano
political institutions at the regional level would impose
constraints as well as provide opportunitiesvfor individual
entrepreneurs. Both are necessary:'tne first to suspend
:onpetition so as "to protect profit-seeking individuals from the
témptatidns of hyper-rationality" (ibidé44), the second for :
ouilding up new kinds of meso-networks in regions which}would
arovide support for the creation of'thosé resources;“i.e. |
software infrastructures,uwhich,5bein§ left to the market,‘would"
Eontinue to remain in short supply; Tpe problem is that these‘
institutions would have to be designed so as to achieve both |

simultaneously, in order to avoid either the emergence of narrow
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.rent seeking distrlbutlonal coalitlons ‘or the exploitation of the
‘public by the prlvate sector in form of firms shopplng around for
‘subsidies. The current activities by the Communlty in the high
jtechhdomain, unfortunately, not only‘dismiss‘SOCial temritorial
‘and polltlcal aspects of technologlcal innovation but,'moreover,‘
aprov1de a llmlted number of dominant European multinationals w1th
conSLderable opportunities for sklmmlng public funds. There 1s no
ev1dence for trade-offs between constralnts and opportunities
promotlng territorial cohesion across the Community regions and
”étreogthening the autonomy and action eépaCity ofltransnational

institutions.
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