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EXECUTIVE SUMMARY

The objective of the study is to analyse the features and conditions under which a more 

result-oriented delivery system for Cohesion Policy, based on the use of performance 

indicators, and, potentially, of incentive mechanisms, can be designed and implemented. 

In line with the Terms of Reference (ToR) it addresses two main research questions, dealing 

respectively with performance indicators and incentive mechanisms, as well as a third set of 

research questions concerning the rationale of such a delivery system, and the process of 

establishing it.

Analytical framework and methodology

The study is organised along three distinct methodological phases that used different data 

collection methods in order to shed light on the research questions indicated above. 

A first exploration of the research questions was carried out on the basis of a desk analysis

to collect and process theoretical and empirical evidence. The exercise focussed on:

 The exploration of a specific theoretical body, the principal–agent model which 

seemed to be particularly heuristic for the theme of the study;

 A broader literature review addressing other theoretical approaches and empirical 

literature;

 The analysis of four case studies of existing performance-based policy delivery 

systems currently at work: World Bank, Performance Reserve in Italy, Performance 

Reserve in Poland, and EU Rural Development (RD) Policy.

Secondly, the core of the study consisted of 106 semi-structured interviews with 

stakeholders providing first hand evidence on the research questions. This required an 

“interview strategy” to identify and select relevant interlocutors as well as to attribute 

adapted questionnaires to the different categories of interviewee. The categories and 

breakdown of interviewees are as follows: 

 Seven officials at EU level;

 20 public administration officials at national level and two high level politicians;

 54 public administration officials at regional level (Managing Authorities and 

Intermediate Bodies);

 23 beneficiaries.

Interviewees were selected in 10 EU countries (Belgium, Finland, Ireland, France, Germany, 

Italy, Lithuania, Poland, Spain and the UK) and covered a balanced set of Programmes at 

national and regional level accounting for Convergence, Regional Competitiveness and 

Employment and European Territorial Cooperation (ETC) objectives. 

In a final phase conclusions were drawn, recommendations formulated and possible 

scenarios identified. This was done with the support of two focus groups that helped to 

summarise the large amount of evidence and material collected. While the first focus group

brought together academics, evaluators, policy analysts to explore options technically 

feasible, the second focus group convened key stakeholders at regional (Managing 

Authority) and EU levels (DG REGIO officials and representatives of other institutions) to 

assess the institutional and political sustainability of the possible scenario.



Policy Department B: Structural and Cohesion Policies

14

In order to be as comprehensive as possible, the report is organised along the three 

methodological phases outlined above, i.e. that the different chapters present evidence 

according to their source. However, in order to help the readers going through a vast 

amount of material and make possible a comparative and horizontal analysis of the main 

features reviewed, an analytical framework broadly based on the Project / Programme cycle 

used in the context of the implementation of Cohesion Policy was developed. This framework 

distinguishes between different stages (definition of objectives, identification of indicators, 

target setting, monitoring, reporting, evaluation and incentive distribution), an identifies for 

each stage a series of technical issues and possible options to be discussed. Thus, each 

chapter is structured along these stages. 

Background

The ambition of Cohesion Policy to be more “performance-based” is at the core of the 

present debate about the future of the policy, but it is not new and should be placed in the 

wider context of worldwide trends in public policy. Indeed already during the 1980s a 

number of OECD countries adopted a new paradigm for public management – known as the

New Public Management (NPM) – in order to shift from expenditure-driven planning to a 

result-oriented policy design. According to this new paradigm, an agreement is established 

between the public and their elected representatives, on the one hand, and the public 

services on the other, in which the public and politicians ask for high-quality public services 

and better performance by public sector organisations. Key NPM principles comprise some 

like contracting and control by output which also shape the current result-orientation 

debate. Under their influence, the Cohesion Policy adopted tools of performance-based 

management in the 1990s. Both monitoring and evaluation have become increasingly 

valuable instruments to ensure the best possible use of the financial resources, to foster 

accountability, and to trigger policy learning. Although a set up for a performance-based 

delivery system of Cohesion Policy is formally in place,1 there is scepticism about the extent 

to which it has delivered the expected results in terms of effectively attracting the attention 

of policy makers to performance.

Evidence from desk research

The study starts with a standard “principal-agent” model to describe and study delegation of 

responsibility and performance control and measurement. As envisaged by this theoretical 

model, performance indicator systems are especially useful in a multi-level government 

context in which policy competences are distributed between different levels of decision-

making and among different actors, and in which the information necessary to implement a 

regional development Programme or Policy is unevenly distributed among different actors 

and stakeholders (information asymmetry). The model puts forward a strong case for 

establishing incentives considered to be an essential component contributing to enforcing 

the contracts agreed between the different levels of government in order to pursue Regional 

Development objectives. However, one important condition for this to happen, is that there 

must be a clear and strong causal link between the agent’s activities and the output desired 

as regulated by the contract.

The literature review first introduces fundamental notions used throughout the study – in 

particular performance, accountability, learning, incentives and conditionalities – and 

analyses how they relate to each other arriving at a series of important principles to take 

into account when debating the performance based delivery system in Cohesion Policy. 

                                        
1 Council Regulation (EC) No. 1083/2006 of 11 July 2006 laying down general provisions of the European 

Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing Regulation (EC) 
No. 1260/1999, Articles 47-49, 50-51, 63-68.
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These include the need to be aware that different definitions of performance exist as well as 

to ensure that all partners in the debate refer to the same concept; i.e. they do not 

necessarily need to agree on what definition should be adopted but simply to be aware what 

definition underpins a certain discussion in a given moment of time in order to avoid 

conceptual confusion. 

Also, concerning the hierarchy of indicators (i.e. from input to impact) accountability and 

learning are inversely proportional since accountability is higher for output (given the 

strength of the causal link between an actor's action and the effect) than for impacts, while 

for learning it is just the opposite. 

Another distinction to make is between incentive mechanism and the related yet distinct 

notion of conditionality which links access to fund to some specific conditions generally set 

ex ante. Unlike incentives based on effects, conditionalities do not require the same 

assumption about the strength of the causal link between the policy and its effects.

In addition to the introduction of these fundamental terms, the literature review consists of 

a comprehensive overview of key aspects linked to objectives, indicators, targets, reporting, 

monitoring, evaluation, incentive mechanisms and considerations important for 

implementation, including stakeholder involvement. 

The concluding section of the literature review is dedicated to a chronological overview of 

the major recent reform documents and offers useful background information on key ideas 

and concepts in the run-up to the October 2011 proposals. This overview provides a first 

impression on the wide array of aspects - among and within the singles project cycle phase 

- which are linked to a performance based delivery system in Cohesion Policy, thus showing 

the degree of complexity linked to its design and implementation.  

The case studies (see Table 1) confirm that well-defined objectives, measured through an 

appropriate set of indicators and targets, are key ingredients of a performance-based 

delivery system and can be combined with different incentive schemes. However, the case 

studies illustrate that for indicator systems to be effective, very sui generis arrangements 

are adopted. For example, the EU RD policy appears to have established a very satisfactory 

indicator system, associated with different objectives declined along an interventions logic 

chain. Indicators can be aggregated and compared at EU level, across Programmes. In fact, 

this is possible because of the way Programmes are structured (along a binding common 

format), and because the interventions accounted for are generally straightforward (in 

contrast with Cohesion Policy which implements complex programmes articulating different 

types of interventions - full case studies reports are in Annex V of Volume II of the study). 
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Table 1.  Main features of the reviewed performance-based delivery schemes

Main features in a nutshell

World Bank

Encompasses all project cycles

Two main types of indicator at country (quantitative) and project (qualitative) levels 

Formula determining the allocation of funds at country level

Three forms of ex ante conditionality

Italy

Binding and common targets based on results 

Use of official national, EU and international statistical indicators 

Strong partnership and coordination among administrations and institutional levels in 

the overall design approach

The allocation of resources is conditioned by the achievement of targets 

Poland

Allocation of resources is linked to the achievement of a minimum level of resource 

spending

Input indicators are used

Competition for resources both at national and regional Programme levels 

RDP

Common Monitoring and Evaluation Framework 

Fixed list of indicators 

Aggregation and comparability of the indicators

No incentive mechanisms

Source: Authors

Just like the indicator system also the creation of the incentive mechanism is highly context 

dependent with different options available. The incentive mechanisms are broadly similar in 

Italy and Poland; they are based on the ex post distribution of a financial reward. Instead, 

the World Bank has a different approach, mainly based on the mobilisation of ex ante 

conditionalities while the RD policy relies on the reputational of eg. evaluations. Finally the 

case studies are also in line with one of the conclusions of the literature review indicating 

that examples of successful incentive schemes are rare in the real world. Italy is apparently 

successful in implementing an ambitious incentive scheme based on results (and not just 

financial absorption as in the Polish case). But again, this is due to a series of specific 

features well suited to the Italian context and the precise scheme that was set up. In 

particular, the room for flexibility introduced in the assessment process (i.e. that under 

certain conditions not all targets had to be 100% met in order to get funding) is of specific 

importance, as is the political commitment and the mobilisation of stakeholders which were 

strongly involved in the design and choice of objectives, indicators, targets and incentive 

mechanism.

Evidence from semi-structured interviews with stakeholders 

A broad consensus was observed among the interviewees about the need to have a more 

result-oriented Cohesion Policy delivery system. Despite this, contrasting views were 

detected about what performance means. Definitions put forward ranged from a narrow 

concept of performance (performance is the capacity of a Project/Programme to attain its 

objectives) to a broader one (performance is the capacity of the Policy to influence macro-

economic conditions).
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Looking at the current delivery system, many interviewees asked for a simplification of the 

hierarchy of objectives and of the indicator systems. Fewer and clearer objectives, 

established through a consultation process involving all the relevant stakeholders, were 

demanded by the majority of national and regional respondents. Similarly, it was felt that 

the number of indicators in the indicator systems associated with Programmes should be 

reduced. Few, clear and reliable indicators are needed and they should be “owned” by all the 

stakeholders involved.

Different opinions were put forward on the types of indicator to be used. Some confusion 

was noted over the respective roles of input, output, outcome and impact indicators. 

Contrasting views were also recorded on the usefulness of establishing a common set of 

indicators and whether this should be mandatory or not. In general, it was considered too 

cumbersome. In the case of the ETC Programme, for example, it was considered 

insufficiently adaptable given the specific nature of the interventions financed.

A further issue brought up mainly by national and regional respondents was the challenge of 

setting realistic targets. Preliminary context analyses and round tables with local 

stakeholders were the main tools proposed by the interviewees in order to set targets as 

realistically as possible. 

How to measure or account for performance was a matter widely debated. In general, 

importance was given to the role of indicators and of the monitoring system in providing 

information on the progress towards result achievement. However, a crucial question raised 

by the majority of interviewees (especially those in favour of a broad definition of 

performance, regardless of the category they belong to), was that quantitative data 

provided by the indicator system do not give a comprehensive picture of the performance. 

This was considered especially true in the case of immaterial Projects or Programmes (such 

as the ETC Programme), for which effects are difficult to capture through a system of

quantitative indicators. Many interviewees shared the opinion that quantitative 

measurement should be further complemented with more qualitative considerations. To this 

end, a closer link between monitoring and evaluation activities was demanded by most 

respondents at national and regional level.

The role of evaluation was discussed by the interviewees. Besides being a useful tool for 

assessing performance, high level politicians perceived evaluation as a stimulus for 

modernisation and change. However, in order to improve the usefulness and the 

effectiveness of this exercise, the results of the evaluation activities should be made public 

through regular political debates. This was a central message put forward by interviewees at 

all levels of governance. A dissatisfaction with the ex post evaluations was noted, as they 

were provided too late (when the new programming phase had already started) and were of 

less value in practice than ongoing evaluations, for example. This was mainly the opinion of 

national and regional administrators, who stressed the utility of the ongoing evaluations and 

the thematic ones. 

Case studies were the most commonly recommended methodology by regional officials, 

while theory-based evaluations and counterfactual analyses were suggested by some EU 

officials. A key issues raised by the interviewees was the need for an independent and 

objective assessment of performance. To this end, it was suggested that an independent 

agency be established with the principle role of collecting information through a standard 

procedure. Different opinions were then provided on what a suitable level was (European, 

National or regional) to establish such an agency.

The use of incentive mechanisms to induce actors to work towards results was not generally 

welcomed by the interviewees. Interviewees at regional level tended to worry about the 

possibility of being held responsible for events that were beyond their control, and therefore 
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of being penalised for a result that was not directly imputable to their actions. Moreover, 

imposing sanctions might yield perverse or counterproductive effects (e.g. targets set 

artificially low). If an incentive is to be introduced, the common opinion was that rewarding 

for doing well was more acceptable than sanctioning for not doing well. This is mainly 

explained by national administrators faced with the problem of risk distribution, according to 

whom no-one is willing to bear the possible sanction for not having met targets because 

there are many exogenous factors that could influence the performance. Interestingly, a 

broad consensus was noted on the view that reputational mechanisms are much more 

effective than financial ones, as they would work as an incentive for the person(s) or 

action(s) responsible for the success/failure of a Programme and would encourage greater 

efforts.

Both national and regional officials considered the current administrative burden to be the 

main bottlenecks of a more performance-based delivery system. In general, they asked for 

looser control, more flexibility and greater trust from the EC. Some interviewees stressed 

that adopting new tools or improving current practices would not be enough. What is 

necessary is a change in the culture behind Policy implementation, because for many years 

regulations have forced regional officials to be “procedure-oriented” instead of being “result-

oriented”.

From the high level politicians’ and EU perspective, the main objective was to improve 

ownership and accountability. High level policy debate and stakeholder consultations should 

be increased. Some changes to the current control and audit system were also demanded by 

some interviewees at EU level. 

As far as beneficiaries were concerned, they wanted a lower administrative burden and a 

balance between standardisation and flexibility of procedures.

Interestingly, evidence from the interviews confirmed that a performance-based delivery 

system for Cohesion Policy cannot be designed in a “one size fits all” way, but country-

specific issues should be considered in order to make it applicable and effective in every 

Member State (MS). Some countries in Northern Europe are ready to adopt a more 

performance-based delivery system for Cohesion Policy, given their traditional experiences 

with performance measurement. On the other hand, the peculiarities of some administrative 

systems currently adopted to manage Structural Funds (SFs) such as the degree of 

decentralisation for example, would require specific arrangements.

Conclusions

The focus of the policy should shift away from compliance and spending and concentrate on 

results. This requires a radical change in administrative culture. For this reason, it is 

necessary to unlearn from the past and devise appropriate incentives to trigger a change in 

behaviour. Technical improvement in administrative practices is necessary, but it is 

insufficient to bring about behavioural change. One solution is to mobilise the political 

sphere at regional, national and EU levels. Politicians should appropriate the results of the 

performance assessment and the performance assessment process should feed into a 

political debate about regional development and growth. 

It should also be clear that establishing a performance-based delivery system requires a 

comprehensive approach. A performance approach is a “package” not just limited to 

performance measurement. Gearing a policy delivery system towards results requires not 

only setting up an appropriate measurement system, but also addressing the different 

phases of the Policy/Programme cycle. For example, good quality programming and project 

selection are conditions for good performance. The concentration of Programmes on needs
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and desired changes is a pre-requisite for a well functioning performance-based delivery 

system. 

Also, a series of principles should be followed like transparency, proportionality, flexibility, 

participation and ownership so as to ensure different essential conditions for a performance-

based delivery system to work.

Evidence from the study suggests that establishing a performance-based delivery system 

necessitates taking into account country specificity and other specific features at Programme 

level. The institutional characteristics and cultural traditions must be taken into account 

when applying the principles of a performance-based delivery system in a given MS. Thus a 

broad framework for performance assessment needs to be devised which should be 

compulsory and at the same time sufficiently flexible to allow for country specificities. 

Similarly, different provisions should be made depending on the size of a particular 

Programme (or Project), and the intensity of the assistance provided by SFs along the 

principle of proportionality. 

Performance measurement also needs a balanced approach combining the use of 

performance indicators and evaluation. For some time, the spotlight has been on 

quantitative performance indicators, indicator systems and monitoring systems. On the 

ground, this has often taken place at the expense of evaluation. It is time to rebalance the 

approach and make it clear that performance indicators and evaluation are two necessary 

components of a performance-based delivery system. 

Importantly, the logical framework underpinning a performance-based delivery system for 

Cohesion Policy whereby the effects of an intervention can be followed through from 

financial input via output (direct physical products), results (effects on beneficiaries), up to 

impact (wider benefits for society) has to be simplified. The two building blocks of a new 

simplified system should be:

1) Adopting the Programme as the policy level most pertinent for anchoring a 

performance-based delivery system;

2) Choosing outcome indicators as a realistic proxy for policy achievements. 

The reasons are that ownership at Programme level is still relatively clear, and that the 

extent to which effects are imputable to a Programme remains acceptable. Therefore, it is 

reasonable to consider its outcomes. Other lower levels of analysis like, for example, 

interventions, where the causal link is likely to be stronger, could also be adopted. In 

addition, it is worth stressing that the performance system should be embedded in the 

Programme from its origin. 

The performance principles could also apply at Project level, but this could be optional in a 

first approach to account for the different degrees of preparedness of the MA in this respect. 

Finally, evidence collected by the study suggests that sanctions linked to the non 

achievement of objectives should be avoided. The causal link between a Programme and its 

effects can be considered to be good enough to make the assessment of the latter possible, 

but too loose if a system of sanctions is to be established in connection with the non 

achievement of objectives. Sanctions would in fact be too difficult to implement without 

incurring a major risk of obtaining counterproductive effects (e.g. conservative behaviour). 

However, sanctions for not complying with the new performance framework should be in 

place. 
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Recommendations 

On the basis of the conclusions reached by the study, the following recommendations are 

formulated. A distinction is made between actions that contribute to establishing a new 

simplified performance-based delivery system for Cohesion Policy, and actions helping the 

new system to work properly.

I/ A new set up for a result-oriented policy delivery system: 

 Foster a real strategic and political debate on Cohesion Policy at EU level, by setting 

up a “Cohesion Council” (on the model of the Competitiveness Council for 

example) and focusing the attention of the European Parliament on results 

rather than compliance. 

 Minimise compliance with procedures and bring about simplification. Error rates 

should have a higher tolerance and simplification of costs must be decisively 

introduced (e.g. flat rate, standard costs).

 Establish a measurement and evaluation system at Programme level which 

relies on two equally important activities (one cannot work properly without the 

other):

 Quantitative assessment of the progress of the Programme based on three 

categories of indicators: input–output–outcome. Input and output indicators 

are seen as milestones towards outcome indicators. They are used according 

to the different implementation phases (specific emphasis on input at the 

beginning; during the first phases of the Programme input and output serve as 

a proxy of achievements; in the final phases outcome indicators are taken into 

account). Input indicators should be defined according to standardised 

categories of expenditure. A few output indicators and very few (one to two) 

outcome indicators are defined at Priority level. Input and output indicators are 

inferred from data in the monitoring system; outcome indicators are 

elaborated on the basis of standardized statistical or other sources (e.g. 

surveys). Some output indicators are common to all Programmes to enable 

comparability at national and/or EU levels. Targets shall be set for some 

outcome indicators. These targets can be revised during the programming 

period, provided changes are justified and recorded. All the features 

characterising the indicator system and its monitoring are laid down in a 

“monitoring protocol”. As an option, it is possible to establish an incentive 

scheme if specific conditions are fulfilled. The European Commission provides 

methodological guidance on how to define appropriate indicators and targets, 

and how to establish a performance-based incentive scheme.

 Assessment of the Programme’s achievements mobilising evaluation activities. 

It takes on board evidence produced through quantitative assessment and 

accounts for it. Milestones for this activity are defined at EU level, for example 

when 30, 70 and 100 percent of the Programme have been allocated. 

Methodological guidance on the choice of appropriate evaluation methodologies

is available at European level.

 As an option, run a monitoring system at Project level respecting the principle 

of proportionality. Performance indicators would be input, output and outcome 

indicators. They would be Project-specific except for some output indicators that are 

common to other similar projects and are defined at national and EU level. Targets 

would be set for output and possibly outcome indicators. A technical assessment 
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report would be submitted to the MA at the end of the Project. Some MAs might want 

to experiment incentive mechanisms at Project level. 

 Adopt a system of conditionalities whereby access to fund is conditional upon the 

establishment of a monitoring and evaluation framework designed along the above 

guiding principles. 

II / Measures necessary or useful to make the new set-up work

 Communication and transparency 

The results of evaluation must be made public and disseminated. A dedicated web 

platform managed by the EC could make all the evaluation reports for each 

Programme available. Programme evaluation should contain an executive summary 

translated at least into English. Evaluation results should be released synchronically 

across countries and regions so as to increase their impact on public opinion, and 

foster some reputational incentive. The media would be alerted about the existence 

of a (new) result-oriented system and the availability of new data. 

 Budget implications and legal enshrinement

In the context of tight budgetary constraints, resources need to shift away from 

compliance assessment towards results analysis. The new result-oriented framework 

should be enshrined in Cohesion Policy regulations. For example, performance 

management and communication plan dealing with the indicator system, reporting, 

evaluation, etc., should be made compulsory at Programme level, with dedicated 

resources. The capacity of the MA to fulfil these duties could be the object of ex ante 

conditionality. If the rules are not respected, a sanction should be envisaged. 

 Programming

As an essential prerequisite for focusing on results, every Programme should 

concentrate on a limited number of priorities (e.g. maximum three for the 

Competitiveness and Employment objective, and five for the Convergence objective). 

A balance should be struck between the need to keep the number of objectives down 

to allow effectiveness and that of pursuing multi-sectoral strategies that are typical 

of an integrated place-based approach. 

 Partnership

The performance management plan and the indicator system have to be set up in a 

participatory manner, involving all stakeholders concerned. This is crucial if the 

performance assessment process is not only to yield interesting analyses of 

performance evolution, but also to ensure the commitment and active participation of 

the actors involved. 

 Peer review

A community of practice and knowledge has to develop around the issue of a (more) 

result-oriented delivery system. Networking and the exchange of good practices 

(especially in evaluation studies and research) among policy-makers at regional and 

national levels should be stimulated by the EC. One possibility is to build on the 

current experience of the Expert Evaluation Network set up by the EC.

 Independence and the credibility of evaluation

Each MS shall formally identify a national body in charge of the quality of the 

evaluation at Programme level. It could be an independent evaluation agency set up 

from scratch or it could be a unit located within an existing authority, depending on 
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the institutional set up of the MS. Actual programme evaluation could be the 

responsibility of a team of experts from the regions and from other regions, as well 

as from other countries. The quality criteria used by the national body for checking 

programme evaluations shall be set at EC level. Every year the MS shall report on 

the quality of the exercise performed, verifying the reports and identifying strengths 

and weaknesses, as well as good examples.

 Role of the European Commission

The European Commission shall be perceived (again) as a partner of the national and 

regional authority, spurring innovative behaviour and directing attention towards 

results rather than implementation. For this, it should provide guidance on quality 

standard and methods, and ensure that adequate administrative capacity is 

mobilised in MS. Examples of specific concrete actions it could adopt comprise:

- When assessing “contracts” with MS, the Commission should verify 

administrative capacity not only during the implementation phase (managing, 

control) but also related to strategic planning (programming, evaluation);

- The Commission should ensure not only the existence but also the quality of 

programming documents at regional / national levels and set out minimum 

quality standards (e.g., existence of a coherent analysis, adequate monitoring

system, etc);

- The Commission should provide substantial support in defining indicators, and 

in particular specific result indicators. It should make clear that result indicators 

reflect the specific strategy and expected changes of each Programme 

(common results indicators are not useful and could harm national/ regional 

ownership);

- The Commission should make a set of comparable data enabling context 

benchmarking easily available (for example in the context of the ESPON 

framework). This would help regional authorities establish specific strategies 

and define appropriate result indicators;

- The Commission should ensure the quality of evaluation by setting quality 

standards (e.g., by defining ex ante quality criteria, promoting peer review, 

rewarding best practices, rejecting low quality evaluations, etc) and providing 

methodological guidance. It should also encourage open and competitive 

markets for evaluation across Europe;

- Finally, in case a system of performance reserve is adopted, the Commission 

should make clear to MS and regions that milestones are just “proxy” of target 

achievement and not objectives in themselves. 

Overall, this requires reinforcing the technical capability and human resources in DG 

REGIO (Directorate-General for Regional Policy). 

 Role of the European Parliament

The core of the Parliament’s control activity must concentrate on the results achieved 

rather than on issues linked to compliance. In order to do so the EP should make use 

of its prerogative as interlink between the citizens and the institutions by foreseeing 

two of the most innovative aspects of the new performance framework:

1) Set up a regular forum for debate of results: this could take form of a regular 

REGI committee meeting dedicated to this aspect (i.e., once a year), an agora 
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(i.e., every two years) or taking a more inter-institutional approach e.g. in form 

of a common meeting with the Committee of the regions.

2) Make regular and more systematic use of current and future documentation of 

results.

It should in particular promote the project of an (inter-institutional) 

database/online platform where data and evaluation reports are made available 

to both citizens and policy makers in a timely fashion. In order to realise these 

and other innovations put forward in this study, the EP should use its role as 

co-legislator to ensure that such innovations are properly included in the post-

2013 regulations.

 Role of other EU institutions

The Committee of the Regions has to provide room for the debate and the 

involvement of stakeholders such as towns and regions. Furthermore, it has to 

stimulate learning and the exchange of lessons within the EU and help the European 

Parliament and the European Commission in publicising and making transparent 

evaluation More in details:

- The Open Days event should have a specific thematic section regarding the 

performance and evaluation of Programmes. This would help building a 

“community of practice” among consultants, academics and public officials 

engaged in Cohesion Policy.

- The COR should play more “technical” role. It already collects opinions and 

insights from the Regions and Towns but most of its consultation regards high 

political issues. The same could be done for specific technical issues related to 

performance.

Overall, if the above considerations are taken on board, the main features characterising a 

future performance-based delivery system for Cohesion Policy could look like those in the 

Table below. 
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Table 2.  Scenario for a future result-oriented delivery system for Cohesion Policy

Project/Programme 

management cycle
Scenario for the future

Defining objective

 Concentration on few objectives in relation to Europe 2020

 General objectives at EU level, more operational and detailed ones at 

national and regional levels

Identifying indicators

 Defined at the Priority level

 Input (in line with standardised categories of expenditure), output, 

outcome

 Few output indicators, very few outcome indicators (one or two) 

 Some output indicators are common to all EU programmes, others are 

specific to the Programme

 Participatory process of identification

Setting targets

 Targets set for some outcome indicators 

 Revisable 

 Participatory process of identification

 Assessment by a third party

Reporting
 Input and output indicators from the monitoring system, outcome 

indicators from statistical sources or surveys

Monitoring

 Establish a performance monitoring protocol providing for the main rules 

and features of the monitoring system

 At Programme level. As an option, also at Project and intervention

levels. 

 Provides quantitative evidence for evaluation

Evaluation

 At Programme level. As an option for single interventions too

 Ongoing. Also ex ante and ex post

 Set up of national body in charge of ensuring evaluation quality

 Ongoing evaluations carried out in relation to the financial absorption of 

the Programme: 30-70-100 percent.  

 Mandatory performance management and communication plan

 Independent 

 Combination of methods (triangulation)

Incentive mechanisms

 Possibility of establishing an incentive mechanism at Programme level if 

specific conditions are met (optional)

 Compulsory conditionality system: no access to funds if a performance 

framework is not set up

Facilitating actions

 Institutionalised public debate formats

 Online platform making monitoring data and evaluations available to 

citizens and policy makers 

 Continue Evaluation Expert Network and/or similar networking initiatives

Source: Authors
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This scenario adopts several proposals recently made to reinforce the result orientation of 

Cohesion Policy. In particular, it agrees with the proposal of focusing on outcome indicators 

and adheres to the methodological guidelines the Commission put forward in order to 

facilitate the identification and quantification of such indicators.2 At the same time, it 

departs from the steps most recently taken by the EC3 by advising not to make a system of 

performance reserve compulsory at EU level and to rather adopt conditionalities focused on 

the establishment of a performance framework. It also assumes that a deep cultural 

administrative change is required that can be fostered through opening up public debates 

about performance and the politicisation of the performance assessment process. 

                                        
2 European Commission (2011b).
3 European Commission (2011e).
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INTRODUCTION - MOVING TOWARDS MORE PERFORMANCE 

IN PUBLIC POLICY: THE STUDY’S APPROACH

KEY FINDINGS

 During the 1980s a number of OECD countries adopted a new paradigm for public 

management – known as the New Public Management (NPM) – in order to shift from 

expenditure-driven planning to a result-oriented policy design.

 Cohesion Policy was also influenced by NPM and has adopted tools of performance-

based management since its inception.

 Although a set up for a performance-based delivery system of Cohesion Policy is in 

place, there is criticism about the extent to which the focus on performance has been 

concretely applied so far. The ambition of Cohesion Policy to be more performance-

based is therefore at the core of the present debate of the future of the policy. 

 The study was structured around three main research questions: two sets of questions 

deal with the design of a more result-oriented delivery system for Cohesion Policy, while 

the third involves the process of establishing it. To operationalise the research 

questions, an analytical framework was adopted, designed along the different phases of 

the Project/Programme management cycle. 

The ambition of Cohesion Policy to be more “performance-based” is at the core of the 

present debate about the future of the policy, but it is not new and should be placed in the 

wider context of worldwide trends in public policy.  

The diffusion of the New Public Management principle in public policy

In the late twentieth century the slow economic growth, the crisis in the welfare state 

(mainly linked to increasing expenditure due to demographic changes), and a set of new 

ideas (e.g. inefficiency of the public sector; the absence of managerial incentives and clear 

objectives; the ascendancy of neoliberal ideas since the late 1970s) triggered the need for a 

more performance-based and transparent public policy management.

As a result, during the 1980s a number of OECD countries adopted a new paradigm for 

public management – known as the New Public Management (NPM) – in order to shift from 

expenditure-driven planning to a result-oriented policy design. 

According to this new paradigm, the public and politicians ask for high-quality public 

services and better performances by public sector organisations, which is also known as the 

“government works better and costs less” (Gore, 1993). The two key principles driving this 

new paradigm (see Box 1) are “cutting the size of the public sector” and “increasing the 

efficiency of what has not been cut”. 
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Box 1.  The key principles of New Public Management

THE KEY PRINCIPLES OF NPM

 Use independent public bureaucracy (not politicised)

 Use private/independent organisation

 Use differentiated ranks/one boss/delegation

 Separate 'policy' and 'administration' specialisms

 Decide by discretion

 Multi-source supply/between organisations

 Multi-source supply/within organisations

 Prefer administrative/managerial skills

 Contract out

 Promote on merit/bosses' judgment

 Prefer paid work/flexible working time agreements/pay according to outcome of work

 Limit tenure/by recall/hire and fire

 Have a multiform structure

 Control through business methods

 Control by output measures

Source: Hood and Jackson (1991)

The paradigm postulates the stipulation of an (explicit) agreement between the public and 

their elected representatives (principal), on the one hand, and the public services (agent)4 , 

on the other covering goals, incentives and reward mechanisms. This is a key factor of 

coordination mainly for two reasons

 It contrasts the opacity of the public sector by clarifying roles, tasks, obligations, 

costs and benefits, thereby enhancing efficiency and counteracting free riding.5

 It involves transparent bargaining and reciprocity, which fit well in a decentralised 

implementation model. 

NPM thus introduced a new idea of real contracts and quasi-real contracts into 

the public sector. While real contracts are based on private law, carrying a clear set of 

reciprocal commitments, fully implementable in ordinary courts by means of litigation, 

quasi-private law contracts are not implementable in ordinary courts, but may be enforced 

by one of the contracting parties, e.g. by termination of the contract.

In order to meet their goal as efficiently as possible, public servants are provided with more 

managerial autonomy and with human and technological resources (i.e. training and 

information technology). In addition, the public and politicians are willing to reward strong 

performance, for example through performance pay. On the contrary, if public servants do 

                                        
4 An agent is a person who acts on behalf of another (called a principal). For example, shareholders of a company 

(principals) elect management (agents) to act on their behalf, and investors (principals) choose fund managers 
(agents) to manage their assets. In general, a contract is used to specify the terms of a principal-agent 
relationship.

5 Free riding occurs when one firm (or individual) benefits from the actions and efforts of another without paying 
or sharing the costs.



Moving towards a more result/performance-based delivery system in cohesion policy

29

not improve performance, politicians and the public are willing to introduce competition

within the public sector, or move activities to the private sector or NGOs (Boris, 2000).

In line with this, an important consequence of the NPM consisted in moving towards clearer 

and more measurable standards of performance for public sector organisations. Greater 

accountability for politicians was also demanded. As a result, developed countries have 

increasingly made recourse to tools and instruments destined to monitor and assess the 

performance of public interventions. 

Moreover, the following substantial changes (Hood, 1995) were introduced by the NPM: 

 Disaggregation into separately managed “corporatised” units for each public sector 

service/good in contrast with “semi-anonymised” organisations within a single 

aggregated unit;

 Competition both among the different public sector organisations and between public 

sector organisations and the private sector;

 Use of management practices that are broadly drawn from the private sector; 

 Stress on efficiency in resource use and on the active search for alternatives.

The specific case of Cohesion Policy

Under the influence of NPM principles, the Cohesion Policy adopted tools of performance-

based management already at its origin. In particular, both monitoring and evaluation6 have 

become increasingly valuable instruments to ensure the best possible use of the financial 

resources, to foster accountability, and to trigger policy learning.

The first steps towards a result-oriented management were taken with the reform of 

Structural Funds (SFs) in 1988, introducing the requirement to monitor the financial and 

physical progress of programmes financed by the SFs. The 1988 SF Regulation stated that: 

“the partnership [between the European Commission, the MS and the competent authorities 

at the national, regional or other local level] shall cover the preparation, financing, 

monitoring and assessment of operations”. Evaluation was also officially enshrined in 1988, 

but it has been more effectively used since the mid-1990s. 

A second reform of SFs in 1999 led to stronger emphasis on quality and performance, and 

evaluations became a highly relevant policy tool. The broad framework in which monitoring 

and evaluation take place – which is still currently at work – was then defined. In the so-

called “logical framework”, the effects of an intervention can be followed through from 

financial input via output (direct physical products), results (effects on beneficiaries), up to 

impact (wider benefits for society).

Throughout the 2000-2006 programming period much effort was made to move beyond 

traditional expenditure-driven planning towards the development of a result-oriented logic. 

There were three main reasons for this shift: the poor financial performance of some 

programmes, together with management and implementation challenges; the trend towards 

more decentralised management of the Structural Fund programmes requiring top-down 

incentive (and control) systems; and a general trend in public management toward more 

value for money considerations (OECD, 2009).

                                        
6 Monitoring and evaluation are two closely linked concepts. Monitoring is the continuous process of examining 

the context of the Programme and the delivery of Programme outputs to intended beneficiaries. It is carried out 
during the execution of a Programme with the intention of immediately correcting any deviation from the 
operational objectives. Evaluation involves interrogating information from monitoring and other sources to 
discover and explain the effects of the interventions.
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As far as monitoring is concerned, this period marked a significant step forward, with an 

effort by the European Commission to ensure equal and uniform treatment of common 

issues and to encourage the implementation of comprehensive or integrated systems across 

the EU. 

The evaluation process was also formalised and structured to occur at distinct points during 

the programming process: an ex ante evaluation, a mid-term evaluation (MTE) and its 

update, and an ex post evaluation. 

Besides strengthening the monitoring and evaluation activities, two mechanisms were 

introduced that clearly linked performance to financial allocations: the “de-commitment” 

rule7 (the so called N+2 rule) and the performance reserve. 

The N+2 rule allowed the European Commission to automatically de-commit funds allocated 

to MS if they failed to spend the committed resources within two years. The performance 

reserve was an award mechanism that allocated funds (four percent of the total financial 

envelope of the Framework Community Support, not distributed in the initial phase) to high 

performing Programmes based on criteria established ex ante. While the N+2 rule ensured

that Programmes advanced on schedule, the performance reserve worked to ensure that 

resources were spent as effectively as possible.

The N+2 rule was reintroduced in the current 2007-2013 programming period with some 

minor adaptation,8 while the performance reserve scheme was considerably watered down 

and made optional. The arrangement was criticised by the majority of MS who considered 

the scheme to be too bureaucratic and burdensome. The performance reserve faced several 

difficulties (OECD, 2009):

 It was mostly perceived by MAs as an additional administrative burden rather than an 

incentive for effectiveness.

 There was an evident lack of transparency and flexibility in the mechanism. 

 Local authorities found it difficult to select appropriate indicators.

 Targets were generally set too low. 

As a result, in the current programming period, just two countries - Italy and Poland -

voluntarily adopted a corresponding scheme at national level (see Annex V in Volume II of 

the study for a detailed description of the mechanisms in place).

As far as monitoring and evaluation activities are concerned, they are developed on the 

basis of a complex system of indicators comprising financial and physical indicators (EC Reg. 

1083/2006, Art 37.c).9 In particular, financial, result and output indicators are mandatory, 

while impact indicators are strongly encouraged, but not formally required. MS are free to 

identify the most appropriate indicators, but they are encouraged to focus on a small set of 

core indicators: specific indicators for a Programme (results indicators related to priority 

objectives or more general policy frameworks) and common minimum core indicators 

                                        
7 The principle is that at budgetary level, the Commission commits funding for each Programme in annual 

tranches (annual breakdown) distributed over the programming period. If these amounts for year N have not 
been paid to final beneficiaries and certified by 31 December of year N+2/N+3, the unspent funds are deducted 
from the sums initially planned. The sum automatically decommitted is “lost” for the Programme as it is not 
possible to transfer the unspent funds to the next year. The consequence is a reduction of the overall funding 
for the Programme.

8 Even if the principle underlying the application of the decommitment rule has not changed, some minor 
adaptations have been introduced: i) it applies also to Cohesion Fund projects; ii) the N+3 rule is applied 
instead of the standard N+2 rule at the beginning of the programming period in the case of new MS and two old 
MS (Greece and Portugal).

9 EC Reg. No 1083/2006, Art. 37.c “The indicators shall make it possible to measure the progress in relation to 
the baseline situation and the achievement of the targets”. 
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(physical and financial indicators useful to compare or aggregate data across similar 

programmes, priorities or measures). 

The evaluation took on an enhanced strategic and operational character.10  Compared to the 

2000-2006 programming period, greater flexibility was introduced by reducing the number 

of compulsory evaluations11 and a closer integration with monitoring was ensured. 

Evaluations are carried out before, during and after the programming period (ex ante, 

ongoing, ex post), and can have a national, regional, thematic and sectoral dimension.

In addition to monitoring and evaluation activities, different reporting procedures are 

provided for in the regulations, ranging from Annual Implementation Reports prepared by 

MS to the final transmission of data to the European Commission. 

Although a set up for a performance-based delivery system of Cohesion Policy is in place, 

there has been mounting scepticism about the extent to which the focus on performance 

has been concretely applied so far. According to a recent report prepared for DG REGIO, EC 

officials deplore that programmes are still driven by an almost exclusive focus on 

expenditure, financial management and audit.12  

Progress has certainly been made (not least, for example, because the delivery system of 

Cohesion Policy contributed to diffusing a culture of evaluation throughout MS and to 

establishing or consolidating monitoring systems), but there is considerable room for 

improvement, in particular, through exploiting the full potential of existing tools. 

The shift towards (more) result-orientation is therefore a key issue of the current Cohesion 

Policy reform debate. The objective is to rebalance the Cohesion Policy’s focus towards 

outcomes and results rather than limiting it to compliance, process and financial

considerations.  

In this context, this study aims to analyse the rational, features and conditions under which 

a more result-oriented delivery system for Cohesion Policy, based on the use of performance 

indicators, and, potentially, of incentive mechanisms, can be implemented. On this basis, 

the study is to provide the European Parliament with concrete recommendations with a view 

to a newly established performance-based delivery system in Cohesion Policy. 

Research questions and analytical framework

The study was structured around three main research questions, of which two have to do 

mainly with the form (design) that a more result-oriented delivery system for Cohesion 

Policy can take, while a third set deals mainly with the rationale of such a delivery system, 

and the process of establishing it. 

In particular, the first group of research questions deals with performance indicators and 

raises the issue of the link between programming and performance-based delivery. The 

second group of research questions focuses attention on the possible incentive mechanisms. 

Finally, the third group is essentially aimed at determining if the current set up should be 

preserved and adapted or whether a brand-new arrangement – perhaps lighter to avoid 

excessive implementation costs - needs to be adopted.

                                        
10 See EC Reg. No 1083/2006, Articles 47, 48, 49. MS are responsible for obligatory ex ante evaluations and “shall 

carry out evaluations linked to the monitoring of operational programmes” (Art.48.3) during programming (not 
legally binding). An ex post evaluation is carried out by the Commission. 

11 An ex ante evaluation is required for each Convergence Objective Programme, while for the Competitiveness 
and Employment, and ETC objectives, the MS are free to choose the level of evaluation according to their needs 
(Programme, theme, funds). Also a MTE is carried out if necessary.

12 European Commission (2010d). 
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The Box below summarises the research questions proposed in the Terms of Reference 

(ToR).

Box 2.  Research Questions and Sub-Questions

RQ 1 Performance indicators

RQ.1.1 Formulation and planning of objectives

RQ.1.2 Appropriate indicators

RQ.1.3 Target setting/data collection

RQ.1.4 Monitoring and reporting methods

RQ.1.5 Capacities 

RQ.1.6 Assessment if targets met

RQ 2 Incentive mechanisms

RQ.2.1 Link performance/accountability 

RQ.2.2 Role of evaluation

RQ.2.3 Compulsory

RQ.2.4 Type of sanction/reward

RQ.2.5 Public debate

RQ.2.6 Differentiated approach across MS/regions

RQ 3 Other issues: rationale and implementation

RQ.3.1 Context rationale appropriateness (performance/accountability)

RQ.3.2 Dis/advantages

RQ.3.3 Adaptations vs. from scratch

RQ.3.4 Obstacles and conditions

RQ.3.5 All phases 

RQ.3.6 External stakeholders

RQ.3.7 Link with other dimensions of performance, efficiency 

RQ.3.8 Timing (feasibility)

RQ.3.9 Alternatives

RQ.3.10 Impacts 

RQ.3.11 Role of (EU) institutions

Source: Terms of Reference
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In order to operationalise the research questions, the study adopted an analytical 

framework broadly based on the Project/Programme cycle adopted in the context of the 

implementation of Cohesion Policy. Its different phases comprise: 

 Definition of objectives

 Identification of indicators

 Target setting

 Monitoring

 Reporting

 Evaluation

 Incentive mechanism.

These different phases follow a rough timeline even though the boundaries between them 

are not so clear cut at least in chronological terms (e.g. the design of an incentive 

mechanism can take place before the programming phase, and even its implementation can 

be moved forward if the mechanism is based on an ex ante conditionality for example). 

The Table below provides a provisional list of technical issues (or possible options) 

pertaining to each phase of the Project/Programme cycle, which the study discusses on the 

basis of the different methodological tools mobilised for the purpose. Of course, this list is 

not exhaustive and it is precisely the objective of the study to try and achieve as complete a 

series as possible in order to identify the preferred options. Even more basically, it is clear 

that the list does not contain fundamental issues related, for example, to the definition of 

“performance” or to the relations between the different phases (e.g. between monitoring 

and evaluation) which are dealt with by the study in order to address the research 

questions. 
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Table 3.  Project/Programme management cycle: main steps and options

Project/Programme 

management cycle
Main issues for discussion (features and options)

Defining objective

 Nature (strategic vs. operational)

 Level (EU, national, regional/Programme, priority/axis, measure, project)

 Process of identification and responsibility (participatory and bottom-up, top-down)

Identifying indicators

 Level (project, measure, intervention, priority/axis, Programme, Policy)

 Nature (input, output, result, impact)

 Characteristics I (comparable, specific)

 Characteristics II (quantitative, qualitative)

 Number

 Process of identification and responsibility (participatory and bottom-up, top-down)

Setting targets

 Level (see indicators: with which ones are targets associated?)

 Nature (absolute, relative, range)

 Characteristics I (binding, optional)

 Characteristics II (revisable) 

 Identification (participatory and bottom-up, top-down)

 Assessment 

Reporting

 Nature (reporting intended as data collection, strategic reporting)

 Data sources

 Frequency of data collection and updates

 Frequency of data release

 Support of data release (e.g. annual implementation report, strategic reports)

Monitoring

 Level (project, measure, intervention, priority/axis, Programme, policy)

 Use of monitoring data and relation to evaluation

 Structural set up (stand-alone, integrated with other policies’ monitoring systems, 

regionalised, national)

Evaluation

 Level (project, intervention, Programme, Policy)

 Nature (strategic, operational)

 Characteristics I (thematic, implementation) 

 Characteristics II (binding, optional)

 Timing (ex ante, in itinere, ex post)

 Methods 

 Independence 

Incentive mechanisms

 Nature (ex ante conditionality, sanction, reward)

 Characteristics I (financial, reputational, other)

 Characteristics II (binding, optional)

 Level of design (EU, national, Programme)

 Level of implementation / distribution (Project, Programme)

 Mechanism of attribution (unchangeable, flexible)

 Timing

Source: Authors
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The present report is organised in two volumes. Volume I comprises:

 Chapter 1 which provides theoretical and empirical evidence arising from the 

principal-agent model, a literature review and four case studies dealing with 

performance-based systems currently at work in different contexts.

 Chapter 2 which presents evidence collected through the interviews (more than 100) 

carried out with the main stakeholders involved in the implementation of the 

Cohesion Policy.

 Chapter 3 which presents the key conclusions of the study, provides 

recommendations on the changes needed in order to implement a performance-

based delivery system and sheds lights on the best scenario for a more performance-

based delivery system for Cohesion Policy (the latter two are based on two different 

focus groups).

 The list of Key References in Chapter 4

Annexes are in Volume II. They include the methodology, the list of OPs, list of 

interviewees, the UK case study and four case studies on current performance orientated 

delivery systems (World Bank, Italy, Poland and EU Rural Development Policy).



Policy Department B: Structural and Cohesion Policies

36



Moving towards a more result/performance-based delivery system in cohesion policy

37

1. LITERATURE EVIDENCE

KEY FINDINGS

 As a first source of evidence, the present study uses a standard “principal-agent” 

theoretical model. In this approach, setting up performance indicator systems that 

centralise information can help to address the information asymmetry that is typical 

of multi-level government settings such as the Cohesion Policy.

 The literature review confirms the diffusion of performance management principles in 

public policy. It identifies different arrangements adapted to specific contexts and 

problems. It finds numerous approaches and methodologies for performance 

assessment and evaluation, and recognises the central role of performance 

indicators. 

 A thorough review of performance management systems in the public sector 

including incentive schemes does not identify strong evidence about the 

effectiveness of incentive schemes. The Italian case study offers a rare example 

of an apparently successful incentive scheme. 

 Lessons from case studies show that implementing performance-based delivery 

schemes is not straightforward; specific conditions characterising the cases 

under review are necessary to ensure the effectiveness of the arrangements 

implemented.

This chapter presents evidence collected on the research questions through three different 

approaches and related sources. The first section draws lessons from a specific body of 

theoretical literature, the principal-agent model. The second section presents the results of a 

more general literature review aimed at “contextualising” the debate underlying the study. 

Finally, lessons learnt from the realisation of four case studies of existing performance-

based policy delivery schemes are presented in the third section. The different insights 

gathered in the chapter are summarised in Section 1.4. 

1.1 Indicators and incentive mechanisms in regional development 

policy: insights from the principal-agent model

This section13 draws lessons from a first body of theoretical evidence, the incentive theory. 

This is an active research topic in economics (Laffont and Martimort, 2002), that has been 

successfully applied to a range of policy areas, such as public procurement, utility 

regulation, labour economics and finance, but so far rarely to regional policy, let alone 

Cohesion Policy (Blom-Hansen, 2006; Kassim and Menon, 2003).

1.1.1 Introduction to the principal-agent model

In a standard incentive (or game) theory, the economy is represented by the interactions 

between different agents or players (e.g. firms, consumers). The approach has broadened 

and game theory has been applied to political behaviour as well. In our case, the players of 

the game that represents interactions in the political sphere are grouped in two different 

categories: principals and agents. The former hire the latter to pursue their (the principals’) 

                                        
13 This section is adapted from Florio, Pellegrin, Vignetti (2006). See also Florio and Valsecchi (1998).
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interests. Government is often the principal, i.e. the policy decision-maker, while another 

public sector office, a public official, an agency or a private firm is the agent in charge of 

policy implementation.

The principal-agent problem (or agency dilemma) concerns the difficulties related to the 

delegation of power between the two categories of players. The hypothesis is that the two 

players act rationally when trying to reach their own objectives and pursue their specific 

agenda. By assumption, the principal is to a certain extent benevolent (or altruistic), in the 

sense that he aims to maximise social welfare.14 As to the agent, again by assumption, he 

has an individual set of objectives and acts as an opportunist pursuing his own interests. 

In such an environment it is difficult to assume that one player (the principal) can simply 

give orders to the other (the agent), the reason being that when faced with different 

objectives, a hierarchy is not well defined. Thus, principal and agent need to co-operate and 

set up a contract to carefully regulate their interaction.15 In principle, this contract defines 

the final output of the cooperation (the principal’s objective), as well as the remuneration of 

the agent for contributing to the output.

In the real world actual planning games are even more complex. There may be far more 

than two players, who may be at very different levels of governance and one player could be 

both a principal and an agent. In addition, the nature of the contracts to regulate 

interactions can be very different, as can the schemes to delegate responsibilities. Relations 

among actors may be horizontal or vertical and each type may be observed at the same 

time in the same scheme. 

The case of Regional Development Policies and of Cohesion Policy, in particular, are 

characterised by a multi-government setting and a multi-agent planning game. As a matter 

of fact, the management of Cohesion Policy involves a wide range of actors and co-

ordination mechanisms between the European, national and (sub) regional levels. The 

implementation of Regional Development tasks (programmes, projects, other actions) often 

involves several actors such as individuals, private and public firms, regional and national 

governments and quasi-governments, and one supra-national planner – each with different 

objectives and agendas.

1.1.2 The case for incentives

As described above, the principal generally delegates to the agent a certain task or set of 

tasks. Such tasks aim at producing an output, which contributes to the principal’s objectives 

(or in formal terms, to the maximisation of the principal’s utility function). Delegation occurs 

on the basis of a contract between two parties that stipulates the output and the 

remuneration for the agent. In a basic version of the model, final output costs are linked:

 Negatively to technology (that is the combination of inputs in the process of 

producing the output: better technologies decrease costs, where technology includes 

also the agents’ skills);

 Negatively to effort (managerial efforts decrease costs, where effort is meant to be 

the organisational effort of the agent to improve efficiency in the production of the 

output);

                                        
14 However, his objectives could also include a hidden agenda if he tries to maximise his own private objectives 

(e.g. the probability of achieving consensus by the constituency, or even private rents, including corruption). In 
this section we focus on benevolent governments, but in a complex multi-government regional development 
policy framework, opportunism by principals should also be considered.

15 Here we use the concept of contract in the broad meaning of a mutual obligation (for example a National 
Strategic Reference Framework negotiated by the EC and the MS).
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 Randomly to an unpredictable variable generally defined as a risk (including actions 

of external agents).

The problem is that the sets of information available to the two players are inevitably 

imperfect and asymmetric. Both when stipulating the contract and during its implementation 

each player knows only part of the characteristics and the behaviours of the other player 

and of the state of the world (“information asymmetry”). Thus, the principal does not always 

know what the agent is doing while carrying out his activity, and he may observe efficiency 

in producing the output only ex post. He also does not know how efficient the technology of 

the agent is; he only knows what types of technology exist.16

The use of indicators is one possibility to improve the diffusion of information, reduce 

information asymmetry and limit the resulting inefficiencies (e.g. low effort by the agent). 

Also, the principal can deploy means that regulate the agent's behaviour by choosing 

contracts that link the remuneration of the agent to some sort of incentive.17 Incentives 

should be designed in such a way as to maximise the objectives of the principal. In this 

context, the agent will then act fixing his/her effort at the level that maximises his/her own 

utility. Overall, therefore, the creation of incentives and the establishment of indicator 

systems should ensure efficiency gains in a context of asymmetric information. 

The use of indicators systems and the recourse to incentive to manage information 

asymmetry are especially useful in a multi-level government context in which policy 

competences are distributed between different levels of decisions and among different 

actors and in which the information necessary to implement a regional development 

programme or policy (for example about its effects and their possible causes) is unevenly 

distributed among different actors and stakeholders causing extended information 

asymmetry.

Setting incentives, however, has some social costs. First, while providing a social benefit 

given by the efficiency gain, such a contract is costly to society because of the transfer of an 

incentive to the agent (e.g. in form of a rent). A second problem is that able yet not fully 

performing agents may get rents, because the regional development planner does not know 

everything about local conditions, managerial efforts and available technologies. In other 

words they may get rewards even when their effort is good yet not optimal (sub-optimal).

The problem is thus to design incentives that really push agents to act so as to maximise 

the principal’s objectives. Overall the incentive should find an acceptable balance between 

extracting effort from the agent, and leaving him a rent (i.e. between efficiency gains and 

costs seen from the society's perspective).

1.1.3 The possible forms of incentive schemes: a spectrum of possibilities

Different types of incentives provide different ways of solving the trade off between 

efficiency gains and rents. The planner can choose contracts along a spectrum of options 

delimitated by the no-incentive contract (no efficiency gains, no rent) and the incentive 

contract (efficiency gains but also rent). 

Moving from the former to the latter implies higher efficiency gains and lower inspection 

costs to control the agent's effort, but also higher cost of the incentive to society and higher 

probability and thus higher costs of an ex post evaluation linked to the award of the 

                                        
16 Because of information asymmetry, contracts are typically said to be incomplete as they cannot account for all 

the possible states of the world .
17 Incentives can be sanctions or rewards. They can be monetary, or reputational. For the sake of simplicity, here 

it is referred to monetary incentives (in particular in the form of a reward). 
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incentive. Making the optimal social choice of contract will mean to consider all these 

variables as well as the degree of asymmetric information providing rents to the agents. 

For example, when the EU offers a grant to cover a share of the costs of an infrastructure 

for an education project, this can be considered to be an ex ante cost-reimbursement 

scheme, i.e. an incentive scheme with a low built-in effort extraction mechanism. The EU 

Performance Reserve (discussed later in the literature review and in the case studies) is 

potentially a stronger incentive mechanism, where a payment by the EU is (partly) related 

to the achievement of results, verified ex post. 

1.1.4 How incentives for regional development can be designed

Besides the important question of which form the incentive should take in the spectrum of 

possibilities described above, a set of additional steps is needed to implement it. These 

steps are presented following the Project/Programme cycle proposed in the Introduction

with the difference that here the definition of the incentive is brought forward in the 

timeline.  

First, policies should be identified precisely: the identification of their objectives and of the 

actors is a key element in the implementation of such schemes. Not only the policy 

objectives, but also the hierarchy among them should be clarified prior to the design of the 

scheme. 

Usually the activities necessary to implement the policy produce specific outputs. An 

incentive can be designed for the achievement of such outputs, beyond a given target or 

threshold. It is crucial to ensure that when a target is reached by the agent, this 

corresponds to an enhancement of the higher-level objectives. Hence, a clear statement of 

the causal chain that links activities to higher-level objectives is necessary. In addition, as 

described above, many different actors are involved in Regional Development policy. It is 

therefore important to analyse the relationship between actors and their respective 

responsibilities and tasks. Each interaction needs to be regulated by a contract in order to 

avoid inefficiency caused by asymmetric information. Thus, in order to implement an 

incentive scheme, both how contracts are designed and to what extent each actor 

contributes to the final output should be carefully evaluated.

After the identification of the policy area (in terms of objectives and actors involved), the 

definition of contracts between actors is the second logical step towards building an 

incentive scheme. Contracts should define the output, set targets and, in some cases, define 

the means the agent can use to achieve the targets. 

A fundamental characteristic of contracts is that they should give actors the possibility of

directly influencing the final output; otherwise they do not extract any managerial effort. In 

other words, there must be a clear and strong causal link between the agent’s activities as 

regulated in the contract and the output desired. Without the assurance that such a link 

exists, it is not possible to set up an efficient incentive mechanism.

In addition, contracts should predetermine the reward for the agent when outputs are 

achieved. Since contracts are needed to eliminate inefficiency caused by asymmetric 

information, the more complete they are, the more effective they are in regulating 

interactions. However, contracts are seldom complete, and residual risk allocation should be 

specified as part of the contract itself. This is done by deciding the responsibilities and the 
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tasks of the agent and the principal and by defining the level of risk each contractor should 

bear.18

Lastly, in building up an incentive scheme, the planner also needs to be able to 

systematically measure and monitor activities. This implies having outputs that are 

measurable as well as a system of indicators dedicated to their measurement. Outputs must 

be measurable through appropriate indicators and targets. These should be consistent and 

directly referto the object to be attained. Performance is then the aggregation of the output 

achieved compared to the resources used. As explained above, performance should be 

directly referable to the agent’s activities.

A monitoring system is the basis for evaluating the extent to which targets are reached and

thus objectives are obtained. Such a system should be transparent, consistent, and shared. 

It is very important that all parties be fully aware of it before any action is undertaken. 

Evaluators or evaluation units carry out the ex post assessment. The ex post evaluation 

activity consists of the assessment of the agent’s actions and of reporting to the principal. 

Finally, any possible incentives are allocated as per contracts. 

1.1.5 How to avoid possible pitfalls: evidence from the model

There are possible pitfalls when putting this ideal model into practice. However, some 

common mistakes can be avoided through a thorough understanding of the mechanisms 

underpinning incentives and the motivations of agents as identified in the analytical model 

outlined above. 

 If the principal’s development objectives are too vague or inconsistent, precise 

indicators will only add to the confusion, and incentives to achieve targets for 

dubious indicators will amplify the original planning problem. 

 Symmetrically, good development objectives that translate into indicators that are 

difficult to measure are risky because agents don’t have enough guidance on where 

they need to focus their managerial effort. 

 Targets set too low do not extract any effort from agents. 

 Targets set too high may discourage agents from attempting to obtain the incentive.

 Incentives should not be too low, because effort has a utility or money cost to 

agents: if the incentive is not worth the effort, the mechanism will fall apart. 

 Incentives should not be too high as they are costly to the taxpayer, because 

information asymmetry implies that the able yet not fully performing agents will get 

a rent in any case. 

 Monitoring and evaluation should be fair, or they will detract from the credibility of 

the incentive allocation. 

                                        
18 Indeed, if for some reason a final objective is not achieved, then knowing the perimeter of responsibilities of 
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1.2 Literature review 

This section proposes to infer lessons on performance and other key notions underpinning 

the study like accountability and conditionality, on the basis of a literature review of the 

main policy and academic literature on the subject. In particular, an overview of the 

processes of identification of objectives, definition of appropriate indicators, setting of 

sensible targets, monitoring and reporting, evaluation of outcomes and impacts of public 

policies and possible incentive mechanisms is proposed. A summary of the main suggestions 

stemming from a critical review of publications by international organisations (such as the 

European Commission, the European Parliament, the Committee of the Regions, the OECD, 

the World Bank, etc.) and the results of the academic literature on policy evaluation are thus 

provided below.

1.2.1 Assessing performance: setting the scene

Since the 2008 economic crisis the debate about how to enhance the performance of public 

policies has taken on a renewed impetus. As pointed out by the European Commission in its 

budget review, a main issue at stake, in light of the global economic and financial situation, 

is not to cut spending per se but to spend more intelligently. For this goal to be achieved, a 

well structured and sound monitoring and evaluation system must be put in place so that 

policies achieve the desired results and indeed have a real impact on the EU economy (EC, 

2010b). 

The notion of performance is frequently used in literature, but there is often no formal 

definition of it and different approaches use the notion in different ways. A useful distinction 

is made in the ToR for this study:

 The performance of a Policy/Programme/Project can be understood in terms of 

efficiency i.e. that intended output were obtained at a reasonable cost. 

 The performance of a Policy/Programme/Project can be understood in terms of 

compliance: here the reference point is not the result nor its cost, but respect for 

procedures and rules when implementing a Policy/Programme/Project.

 The performance of a Policy/Programme/Project can be understood in terms of 

effectiveness i.e. with (exclusive) reference to effects (output, results and impacts). 

A recent shift in policy focus away from compliance and output towards more results is 

worth noting - this is a trend at work in public policy in general, and in Cohesion Policy in 

particular (EC, 2010a). As a result, it is the third approach that tends to prevail in the policy 

debate. A second trend that can be observed within the latter is the shifting focus from 

output to more results and impact.

The debate about performance intended as effectiveness takes place in a broader 

framework. Improving policy effectiveness is linked to the concern of ensuring 

accountability. For example, according to the OECD, accompanying policy actions and 

programmes with related evaluation schemes and linking performance to accountability both 

ultimately serve the goal of enhancing government performance (OECD, 2004). The Fifth 

Report on Economic Social and Territorial Cohesion (hereafter Fifth Cohesion Report) also 

stresses that the main aim of policy evaluation in general, and the evaluation of Cohesion 

Policy in particular, is on the one hand related to accountability, in the sense of assessing 

                                                                                                                                   
each actor helps to determine who acted inappropriately.
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the achievements of different policy actions, and on the other, to learning, or to how policies 

could be improved (EC, 2010a). 

The dilemma is that accountability and learning might follow two opposed routes. 

Accountability can be established if there is a clear causal link between a 

Project/Programme/Policy and its effects. Such a causal link is stronger the more

circumscribed the action (e.g. Project) and the simpler and more immediate the measure 

(e.g. output indicators) as this minimises the interference of external factors. In terms of 

learning, however, it is more instructive to focus on a more elaborate proxy for performance 

(e.g. results or impact). This also happens to be where the causal link between action and 

results is weaker and accountability more difficult to track. 

Overall, if an incentive mechanism is to be set up, it needs to develop in a framework where 

accountability is clearly identifiable. A related yet distinct notion is that of conditionality. 

Conditionality links access to fund to some specific conditions generally set ex ante and can 

also be considered an instrument to strengthen the effectiveness of policies. Unlike

incentives based on results, conditionalities do not require the same assumption about the 

strength of the causal link between the policy and its effects.

It is the objective of the following sections to delve further into literature to explore these 

notions. In particular, the objective is to determine how a monitoring and evaluation system 

can be organised around them. For this, the “logical” time line of Project/Programme cycle 

with its associated phases and corresponding technical features proposed in the Introduction 

is adopted and serves as a guide to organise the different sections.

1.2.2 Defining objectives and selecting indicators 

The first step for an adequate and effective M&E procedure consists in defining the 

objectives (of a Programme/Policy) and associated indicators. 

According to Baslé (2008), policy planning and Programme management require, in the first 

place, identifying a logical framework with a precise hierarchy of objectives and causal 

relations (and drawing a map of stakeholders). As illustrated in the Box below, a Regional 

Development policy often has an overarching or strategic objective, some more specific 

objectives and some operationalised proxy-objectives.

In the specific case of Cohesion Policy, the European Commission proposes that when 

identifying objectives, the focus should be on desired changes (EC, 2011a). In this respect, 

an approach in terms of “theory of change” is gaining momentum. Indeed, the theory of 

change concerns the set of assumptions made at the programming stage on how things 

should work to produce the desired changed. In particular, the assumptions regard how 

financial resources (the input) should be spent in order to produce a planned output 

(physical effects) which causes a change in some desired results.19

It is only at the end of the process of defining objectives that indicators can and should be 

selected. Importantly, sufficient time should be allocated to these tasks. Indeed, Baslé 

(2008) warns against the risk of starting by selecting indicators when devising a policy or a 

                                        
19 An approach in terms of theory of change therefore develops on the basis of the logical framework of a Pro-

gramme or Policy but should not be confused with it. According to Evalsed (a web platform proposing resources 
for evaluation set up by DG REGIO), a logical framework is “a tool used to structure the logic of a public inter-
vention. It is based on a matrix presentation of the intervention, which highlights its outputs, results, and spe-
cific and global impacts. Each level of objective is associated with one or more verifiable indicators of success, 
as well as with the conditions and risks influencing success or failure (confounding factors)”. See 
http://ec.europa.eu/regional_policy/sources/docgener/evaluation/evalsed/glossary/glossary_l_en.htm#Logicalfr
amework
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Programme without doing this in connection with the definition of the Programme’s 

objectives.

If appropriately selected, in connection with objectives, indicators can contribute to 

comprising information asymmetry and accountability. For example, as pointed out by the 

OECD (OECD, 2009), in the context of finding solutions to improve the governance of 

Regional Development policies, indicators may “improve decision making, enhance resource 

allocation, and increase accountability” and are part of the solution to information problems 

in a principal-agent type of setting (see Section 1.1). Appropriate indicators may in fact be 

beneficial to the whole process of policy selection, implementation, monitoring and 

evaluation, and become useful tools for learning. 

Box 3.  Definition of Regional Development Objectives

DEFINITION OF REGIONAL DEVELOPMENT OBJECTIVES

Regional policies often have two levels of objectives. First, there are overarching 

development goals, such as growth in Gross Domestic Product (GDP) or wider measures of 

economic welfare or social well-being. For example, the EU 2007-2013 regional policy has 

the general objectives of cohesion, competitiveness, employment and growth. Second, in 

addition to the general objectives the SF regulations for the programming period 2007-2013 

introduced more specific objectives, mainly related to the Lisbon and Goteborg strategies 

promoting innovation and environmental sustainability as a means of fostering the 

competitiveness of regions. As a successor to the Lisbon strategy, Europe 2020 will guide 

regional strategies post-2013, by introducing new specific objectives addressing the major 

structural challenges facing Europe today, including climate change, globalisation, ageing 

population and economic downturn.  

The policies and programmes implemented to reach these general and more specific goals 

are inevitably complex and composite, and a clear distinction must be made between 

strategic and more short-term and operational objectives. This raises the fundamental issue 

of the logic/causal link between the different ranges of objectives (e.g. the correlation 

between increasing R&D expenditure and GDP growth). In turn, this raises the question of 

the definition and interrelation of corresponding indicators (see for example the effort of the 

European Commission to identify ‘core indicators’ and to run a parallel distinction between 

operational vs. specific vs. global objectives; and between output vs. result vs. impact 

indicators, see EC 2006). 

Moreover there might be problems in the operalisation of objectives in particular of the 

overarching goal of welfare. First, welfare is very imperfectly measured by conventional 

statistics, such as GDP per capita. Moreover, welfare is not a static concept (e.g. transfers 

from one region to another can only have transitory effects and in some cases even 

negative effects in the long run because of spillovers and crowding out of investments). 

Because of these difficulties, in the real world regional policies tend to focus on more specific 

objectives and related indicators. A first group is made up of partial well-being measures 

(e.g. environmental indicators, female employment, infant mortality, etc.). A second group 

comprises variables that are correlated to welfare and growth in a dynamic perspective, 

such as R&D expenditure or patent ratios per capita, infrastructure endowment, educational 

attainment, etc.

Source: Authors 
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What they should measure: from input to impact 

Different categories of indicators exist. For example, indicators may be classified as four 

main types: input (measuring resources used), process (how the resources are used), 

output (what goods and services are produced) and outcome (measuring the expected 

change due to the policy intervention). A common distinction is made between financial and 

physical indicators. 

This study takes over the traditional distinction in Cohesion Policy between:

 Input or resource indicators, e.g. the total budget (quantity of resources); annual 

budget absorption (resource absorption rate); percentage of expected over/under 

spending; percentage of European financing of total public financing; number of 

people working on the implementation of the Programme; number of organisations 

involved in the implementation.

 Output indicators, e.g. length of railroad constructed, number of firms financially 

supported, hectares of urban wasteland rehabilitated; capacity of purification plants 

built; number of trainees whose training was paid for by the Programme.

 Outcome or Result indicators of a physical (e.g. reduction in journey times, number 

of successful trainees, number of road accidents, etc.) or financial (e.g. leverage of 

private sector resources, decrease in transportation costs, etc.) nature.

 Impact indicators: they can be specific if occurring after a certain lapse of time and 

directly linked to the action taken and the direct beneficiaries - e.g. traffic on a road 

one year after it is opened; the placement rate of trainees after twelve months; 

sustainable jobs created in an industrial plant built with Programme support - or 

global, namely longer-term effects affecting a wider population - e.g. improvement of 

the quality of life for people living near a rehabilitated industrial wasteland; 

improvement in the quality of beaches near a new purification plant.

These indicators should be selected and used depending on the objectives that must be 

achieved. For monitoring and evaluation of policies the choice will fall mainly upon output 

and outcome (or result-oriented) indicators. 

As pointed out by the Fifth Cohesion Report (EC, 2010a), and the high level group reflecting 

on the future of Cohesion Policy, a shift towards outcome indicators and away from input or 

output indicators is called for in order to achieve a more result-oriented policy evaluation 

system that will in turn lead to greater policy effectiveness (EC, 2010a; EC, 2011b). In this 

context, outcome is seen as an indication of a society’s well-being (thus going beyond 

simple measures such as GDP) that will be altered by the policy intervention under study 

(EC, 2011b). Outputs are, instead, seen as the policy actions needed to produce the 

intended outcomes accounts for the changes in outcome indicators, both at the Programme

and Project level. The EU budget review corroborates this view when it stresses that the 

most effective strategy is to focus on the outcomes and real impact in order to enhance 

incentives for effective results, rather than taking into account the inputs of the process (EC, 

2010b). 
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Box 4.  Measuring the success of a policy: GDP and well-being indicators

MEASURING THE SUCCESS OF A POLICY: GDP AND WELL-BEING 

INDICATORS

In a recent study (CoR, 2010), the CoR pointed out how the use of GDP as the main 

indicator to judge the success of a Policy or Programme is unsatisfactory because this 

measure does not fully capture prosperity, well-being, environmental aspects, social 

inclusion and the quality of life. This study advocates the use of new indicators that should 

be characterised by robustness, simplicity and comparability. 

The 2009 report of the European Commission on “The Measurement of Economic 

Performance and Social Progress” (Stiglitz et al., 2009) explored the ways in which 

indicators of well-being can accompany improved national account statistics and can be used 

in designing and managing policies, moving away from GDP as the main indicator (on this 

issue see also Reynders, 2011). The authors stress the importance of measuring well-being 

in terms of economic and non-economic resources in the context of sustainability. The main 

implications of this study are that there must be a shift from production (measured by GDP) 

to income and consumption in order to evaluate a society’s well-being, emphasising the 

household perspective by focusing on real household income and its distribution, and 

including non-market activities. The overarching idea is that well-being is a composite 

concept and as such must be measured using a multidimensional definition that includes 

material 

living standards, health, education, institutional factors, social and environmental issues and 

the risk structure. Information for use in constructing a comprehensive measure of 

well-being may come from specific individual-level surveys focusing on objective and 

subjective measures of the quality of life.

Furthermore, a recent EP note on Structural and Cohesion Policies and the fight against 

poverty (EP, 2011) points out that expressing economic development as GDP per capita 

does not capture the spatial distribution of wealth (nor access to other resources, 

commodities or services) and does not, therefore, truly reflect inequalities. When using this 

indicator, non-economic aspects of poverty and social exclusion are ignored, as is the real 

distributional situation within regions (i.e. spatial concentration of inequality). It is further 

stressed that despite its strengths (i.e. times-series of data, clear definition), GDP cannot be 

used to infer conclusions about the results and impact of Cohesion and Regional Policy, as 

this indicator is not only influenced by the latter, so that no exclusive causal link can be 

established.

Source: CoR (2010), Stiglitz et al. (2009), EP (2011).

Indicators and accountability 

As anticipated in the earlier section, it should be stressed that the different types of 

indicators described above have a different value with respect to the dilemma between 

accountability and learning. Output indicators can be used for accountability purposes, but 

the outcome or impact indicators are more interesting from an evaluation and learning point 

of view. This is illustrated in the figure below.
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Figure 1. The dilemma between accountability and learning

Source: European Parliament, 2011

A concrete example is illustrative of the different uses that can be made of different types of

indicators. As a matter of fact, Barca et al. (2004) analyse two specific initiatives to evaluate 

Regional Development policies in Italy. The authors describe how a “soft use” was made of 

indicators aimed at evaluating final policy objectives without imputing the results to anyone, 

while a “hard use” was made of indicators aimed at measuring intermediate objectives and 

on the basis of which a system of incentives was developed. In the first case, a set of 

territorial indicators were selected to capture well-being in terms of “context” conditions in 

order to target policy actions and evaluate them more effectively within the priorities of CSF 

2000-2006 in the southern regions of Italy. Around 100 indicators were selected in each 

strategic area of the Programme and only a subset was translated in terms of targets, given 

the difficulty in identifying the causal link between policy actions and outcomes. In the 

second case, indicators were used explicitly in incentive schemes and benchmarking and 

targets were established that defined a set of sanctions and rewards (see section below, and 

the case study on the Italian Performance Reserve). 

Inherent characteristics and selection process

In addition to what they measure, the inherent characteristics of indicators and the way 

they are selected are important. As noted recently “Indicators must be clearly interpretable, 

statistically validated, truly responsive and directly linked to policy intervention, and 

promptly collected and publicised” (EC, 2010a, p. 27). Also, outcome indicators should be 

reasonable, normative, robust, responsive to policy, feasible and debatable (EC, 2011b). 

The selection procedure should be seen as a participatory process between all actors 

involved at national, regional and local level, and should not be the output of a purely top-

down approach where the higher levels of government impose a set of criteria that may not 

be well suited to the regional or local situation (OECD, 2009). 

Sources

In Cohesion Policy, indicators have long been based on the data collected by the monitoring 

systems, i.e. collected from beneficiaries. More recently, as a practical guide to the selection 

of the indicators, the use of available official statistics at the regional and national level is 

advocated, along with a selection of data collected as part of Project implementation but not 

necessarily feeding into the monitoring system, or through surveys. This represents an 

important change in perspective, thereby going beyond data provided by monitoring 

systems (EC, 2011b). 
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Limitations 

There are, however, limitations to a more performance-based approach to policy 

performance assessment relying on indicators which are listed below. 

Intangible outcomes 

Drawing from the OECD/World Bank Budget Practices and Procedures Database, Curristine 

(2005) summarises the main problems and conditions for success of an indicator-based 

system. The experience of the OECD countries suggests that performance indicators are 

more easily applied in Programmes that involve the delivery of a tangible good or service 

with observable outputs, because it is easier to create reliable unit cost measures for this 

type of activity. On the contrary, performance indicators are very difficult to apply to 

activities such as policy advice where the service is non-tangible. In these areas where 

process is readily observable, an alternative approach is to assess and control organisations 

on the basis of compliance with procedures. The author stresses that performance indicators 

are not a suitable option where neither outputs nor outcomes are observable. 

Quality of data and need for specific skills and capabilities

The use of performance indicators depends heavily on the quality of the underlying data, 

which might be difficult, costly and time-consuming to produce (World Bank, 2004a). This is 

reflected, at an organisational level, in the need for specific skills and capabilities devoted to 

data collection, produced in a harmonised and regular fashion, once the political debate has 

identified the relevant indicators and targets. Also the use of survey data may be helpful,

but misleading if not accompanied by official statistical data and it is important to provide 

policy managers and evaluators with timely and accurate data (World Bank, 2004b).

Comparability

One difficulty is the comparability of indicators. For example, the European Commission’s 

acceptance of flexibility in the definition of indicators across policies, Programmes and MS, 

as well as the precise definition of core indicators only for the ERDF and Cohesion Fund has 

limited the comparability of information. Bachtler and Mendez (2007) suggest making core 

indicators compulsory and add that a harmonised approach to core indicator definition, 

methodology and reporting is needed, a proposal that was indeed adopted in the 2007-2013 

period. 
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Box 5.  Core indicators in 2007-2013 Cohesion Policy framework

CORE INDICATORS IN 2007-2013 COHESION POLICY FRAMEWORK

In the framework of 2007-2013 Cohesion Policy, MS are free to identify and use the most 

appropriate indicators in line with Programme objectives and with the strategic focus of the 

programming period (Lisbon and Goteborg strategies). While providing the MS with this 

responsibility, the European Commission also strongly encourages them to use a limited 

number of “core indicators” (output and result), which could be aggregated and compared at 

EU level.

The concept of core indicators is first used in the EC Working Document No. 2,20 providing 

guidelines on the setting up of indicator systems for monitoring and evaluation. According to 

this guidance document, two types of core indicators can be established:

 Core indicators specific to a Programme: they are mainly results indicators related to 

priority objectives or more general policy frameworks. 

 Common minimum core indicators: they are physical and financial indicators useful for

comparing or aggregating data across similar Programmes, priorities or measures.

These indicators are intended as singled out from the larger number of Programme (input, 

output, result, impact) indicators. 

Examples of core indicators are provided by the European Commission, by distinguishing 

between those applying across ERDF and Cohesion Fund programmes, and those for the 

European Social Fund (ESF) programmes (respectively Annex I and III to EC Working 

Document No. 2).

Source: Authors 

Possible distortional effects 

Another potential problem related to the use of performance indicators is that policy 

managers may focus only on the explicitly selected indicators, perhaps to the detriment of

other important aspects that the Programme was designed to achieve (Mayne, 2007). The 

answer to this possible obstacle is the clever design of an incentive mechanism, including 

the periodic revision of target and indicator setting, along with a focus on higher level 

outcomes, in order to minimise the potential distortional effects. Another proposal aimed at 

overcoming the problem of the strategic use of indicators is to enable the ongoing 

evaluation of both the policy and the objectives and indicators, in order to account for the 

dynamic nature of policy interventions (Van der Knaap, 2006).

1.2.3 Linking indicators and objectives: target setting

Once the appropriate indicators have been selected, policies and objectives can be linked 

through the definition of appropriate targets acting as a stimulus for an ongoing policy 

learning process. 

Inherent characteristics 

According to the OECD (OECD, 2009), targets should be: ambitious but realistic, moderate 

in number, linked to a causal model, attributable to specific actors, balanced, enforceable 

and internally consistent. In the context of EU Cohesion Policy (EC, 2011b), in addition to 

these general principles, targets should be directly linked to the policies and projects under 

                                        
20 European Commission (2006).
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examination, they should be time-bound, selected on the basis of rigorous evidence. Also, 

they can be expressed in ranges and in relative or absolute terms depending on the 

circumstances.

To which indicators should targets be related? 

If performance assessment is the goal, targets set for outcomes are probably more 

appropriate, since they are related to the medium-long term perspective and may help to 

establish the achievement of results at the policy or Programme level (OECD, 2009). 

However, outcome targets are likely to pose more problems in implementation, compared to 

those related to inputs, due to the time lag that can occur between policy actions and real 

life effects. A possible way out is to use a balanced mix of input, output and outcome 

targets.

Process of adoption

The process of adoption can range from a "top-down" approach to a broad stakeholder 

involvement. In a national application (such as Italy), the evaluation of public services is 

performed by defining targets in terms of the minimum standard that guarantees equal 

access to essential services such as education, health, access to water and waste 

management by the year 2013 (see case study of the Italian Performance Reserve). These 

targets are defined by the local regional level of government, alongside the central 

government (The Italian Ministry of Economy and Finance - IMEF, 2007).

Specificity

Like indicators, targets should be adapted to the specificity of the area covered by the 

policy. In the context of the EU2020 objective of “Improving the conditions for innovation, 

research and development”, for example, the outcome indicators for the five areas of this 

objective (EC, 2011b) can be adopted to define targets that MS can use during negotiations 

with the European Commission, based on their local specificities. For example, in non-

innovative regions, an appropriate target for innovative firms may be set for the increase in 

the flow of start-ups arising from public sector research, rather than setting a target for

increasing the number of innovative firms (which may be lacking).

Data quality and level  

Referring to public services in the UK, Smith (1990) highlights that the success of targets for 

performance indicators relies on the quality of the underlying data. It is of importance that 

data be collected on a very disaggregated scale and be available for different years and 

areas. 

Adaptability

With regard to specific problems relating to target setting, Bird et al. (2005) focus on the UK 

case where in the 1990s the use of performance-based monitoring was widespread in 

evaluating public services. The authors highlight how the main potential problems arise in 

the target setting phase. In particular, uncertainty and the essential variations in the 

underlying indicators should be duly accounted for, targets should not be set progressively 

from one year to the next in an automatic fashion, extreme values should be avoided and 

targets should be set in clear operational terms, not only in terms of statistical significance, 

and should be adapted to the size of the reference population.  
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1.2.4 Reporting

According to Evalsed, a reporting system can be “any system through which information is 

recorded regarding a specific Project or Programme. As well as keeping records and useful 

information on progress, they assist in the monitoring process and the evaluation stages of 

any Project or Programme”.21

In the current programming period, MS are required to collect and report information to the 

European Commission on the amount of the cumulative funds allocated to the operations 

selected under the OP by each dimension of Funds assistance listed in the Annex II of EU 

Reg. 1828/2006,22 namely priority theme (energy, transport, etc.), form of finance (non-

repayable aid, aid, etc.), territorial (urban, rural, cross-border, etc.), economic activity and 

location dimensions.23

The submission of this data is a compulsory part of the Annual Implementation Report (AIR) 

that MS are asked to send the European Commission by 30 June each year and by 31 March 

2017 (final report on the implementation of the OP) in order to comply with Art. 67 of EC 

Reg. 1083/2006. As demanded by this latter, the reports shall include the progress made in 

implementing the operational programme and priority axes in relation to their specific, 

verifiable targets, with a quantification, wherever and whenever they lend themselves to 

quantification, by using the indicators referred to in Article 37.1 (c) at the level of the 

priority axis(Art. 67,2,a). Such information should be collected and submitted to the 

Commission each year in the form of an Excel spreadsheet attached to the AIR and 

transmitted through the SFC2007.24

Reporting can also have a more strategic dimension. While the key source of information on 

the progress of the individual OPs remains the AIR, EC Reg. No. 1083/2006 requires

national strategic reporting25 on progress towards achieving the objectives of the policy and 

on the contribution to the objectives of the Renewed Growth and Jobs Agenda. In this 

respect, Samecki (2009) points out that the role of the national strategic reports should be 

strengthened. They should report on the attainment of the compulsory core indicators, 

which would allow for comparisons of performance across MS over time. In the early years 

of implementation, debates could focus on the results of the past programming period.

                                        
21 See 

http://ec.europa.eu/regional_policy/sources/docgener/evaluation/evalsed/glossary/glossary_r_en.htm#Reportin
g_System.

22 Commission Regulation (EC) No. 1828/2006 of 8 December 2006 setting out rules for the implementation of 
Council Regulation (EC) No. 1083/2006 laying down general provisions for the European Regional Development 
Fund, the European Social Fund and the Cohesion Fund and Regulation (EC) No. 1080/2006 of the European 
Parliament and of the Council of 5 July 2006 on the European Regional Development Fund and repealing 
Regulation (EC) No 1783/1999.

23 European Commission (2009).
24 SFC2007 is the new computer system established jointly by the four Directorates General involved in fund 

management (DG REGIO, DG AGRI, DG Employment and DG MARE), with the aim of facilitating the 
transmission of information between the Commission and MS.

25 Strategic reporting should be submitted by MS by the end of 2009 and 2012. In addition a presentation by the 
Commission of a synopsis of the MS’ strategic reports is required by 1 April in 2010 and 2013 in order to subject 
it to examination and debate by the Council, the European Parliament, the Economic and Social Committee and 
the CoR.
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1.2.5 Monitoring 

According to Evalsed, monitoring refers to the “continuous process of examining the context 

of the Programme and the delivery of Programme outputs to intended beneficiaries, which is 

carried out during the execution of a Programme with the intention of immediately 

correcting any deviation from operational objectives”.26 In the 2007-2013 programming 

period monitoring is linked to the financial and physical targets set in the OPs. 

Different institutional arrangements 

Monitoring systems differ considerably from Member State to Member State. There are three 

key areas in which monitoring systems may differ. First, frameworks can be integrated (with 

the system determined by the central government or by an explicit agreement between 

central and local levels of government) or fragmented. Integrated systems are based on a 

common set of indicators and enhance standardisation. The drawback is that integrated 

systems may not fully account for Programme or territorial-specific aspects. This is currently 

the most common monitoring framework adopted by EU countries. Instead, fragmented 

approaches are characterised by monitoring operations at different levels within each 

country. While this system provides for consideration of Programme and territorial-specific 

needs, coordination problems may arise. This approach is most common in federalist 

countries or where strong regional authorities are in place (Germany, Belgium and the UK). 

Second, monitoring systems may be characterised by different links and connections 

between National Strategic Reference Frameworks (NSRF) and Programme documents. 

These links may be explicit and derive from a common design of indicator systems. 

Examples of this approach are found in France, Spain and Denmark. Another form of more 

implicit links between monitoring and NSRF is suggested by the division of labour among 

actors. For example, in Poland the Ministry of Regional Development is in charge of guidance 

on OP monitoring and is at the same time head of the committee coordinating NSRF 

monitoring.

Finally, systems may be more or less related to general evaluation frameworks. The 

strategic alignment of monitoring and evaluation may be improved by greater coordination 

between the actors involved in these two activities and may be implemented by appointing 

the same steering body (Austria, Denmark, France, Slovenia, Spain, some regions across 

the EU), with closer coordination of separate steering bodies (Poland) and enhanced 

coordination if monitoring and evaluation systems are designed by the same body as in 

Greece, Italy and Sweden (Polverari et al., 2007).

As an illustrative example, the Italian system is a hybrid between an integrated and a 

fragmented system, working along two parallel tracks: a national system focussed on 

selected indicators and a more complex (regional- or Programme-specific) system. As 

highlighted by the IMEF (IMEF, 2008), monitoring is seen as a management and 

accountability tool, designed with the needs of managers and monitoring committees in 

mind. It also serves the purpose of providing the wider public with information on each 

Programme’s actions. Monitoring is seen as a first, preliminary step to overall policy 

evaluation. Descriptive data collected through monitoring processes is passed on to 

evaluators and will feed into econometric models designed to assess the impact of policies.

                                        
26 See 

http://ec.europa.eu/regional_policy/sources/docgener/evaluation/evalsed/glossary/glossary_m_en.htm#Monito
ring 
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Setting up monitoring systems

In the current programming period, monitoring is expected to be used as an operational 

decision-making tool and as an integral part of the general performance-based approach to 

policy evaluation. The objective is to develop simpler, transparent and more streamlined 

monitoring procedures, since previous periods were often characterised by over-sized and 

impracticable indicator systems, leading to implementation problems. Indeed, if output 

indicators were generally dealt with in a relatively satisfactory way, the ambition to collect 

outcome and impact indicators generally remained unfulfilled.  Bachtler and Mendez (2007) 

confirm that monitoring is a problematic issue for the MAs and highlight some problems also 

at the EU level. From the Managing Authority’s point of view, unrealistic target setting, 

variable data quality and collection methods, difficulties in data collection and limited utility 

are the main challenges associated with the current monitoring system. Evidence from the 

current programming period does not provide clear indication that the situation has 

improved. For example, weaknesses in the monitoring of core indicators are reported at the 

EU level thus deceiving the call for monitoring to focus on core indicators, based on good 

quality and regularly gathered data, as well as being easily available to evaluators (Polverari 

et al., 2007). 

Other examples show the different possible tasks and functions that the monitoring activity 

can perform. For example Hummelbrunner et al. (2005) provide a description of a specific 

monitoring system used in Austria, which is a combination of impact-oriented monitoring 

and outcome monitoring. Also, process monitoring helps to identify the links between 

inputs, intermediate impacts (or results) and outputs, and orients the actors involved 

towards the achievement of the desired policy objectives.

According to Bird et al. (2005) a performance monitoring protocol should be prepared in 

advance and should include the monitoring scheme’s design and the discussion, 

consultations and reasoning leading to these decisions. It should also provide details on 

which data should be collected and how, which targets should be set and how these will be 

monitored, and the results of preliminary pilot studies. Planned analyses and dissemination 

strategies should also be listed, along with the indication of the person in charge of the 

monitoring process to encourage better understanding on the part of stakeholders. 

The use of monitoring data

Finally, the question is open as to how to use and diffuse the data collected through 

monitoring. For example, suggestions are to add a strategic dimension to reporting the 

result of performance reviews. A focused proposition is provided in the Barca report where it 

is argued that “a periodic review of progress would play a central role (...) in raising the 

quality of EU-wide public and political debate on the results of Cohesion Policy.” (Barca, 

2009a, p. 171). To achieve this goal, the author suggests that on a yearly basis, MS should 

prepare a detailed brief highlighting the achievement of policies in terms of results, based 

on the targets set in the programming phase (“Strategic Report on Results”), in which any 

variation of output compared to the target should be explained and justified.

1.2.6 Evaluation

Differently from monitoring, evaluation is an essential tool not only for reviewing 

implementation processes but also for policy learning (Sanderson, 2001).
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Organisation and dynamic considerations

In the 2007-2013 programming period evaluation is segmented in three distinct phases: ex 

ante, ongoing and ex post. The Fifth Cohesion Report argues that there is a need for ex ante 

evaluation that supports and improves the programming design and for a mandatory 

ongoing evaluation of each Programme, aimed at facilitating the transparency of Programme

performance at the EU level (EC, 2010a). 

An important aspect to consider when analysing the role of evaluation is how it can take into 

account the dynamic nature of policy programmes. A main challenge is to account for 

dynamics by continuously reviewing assumptions and indicators through interim evaluations 

and by allowing for feedback from the various stakeholders (Van de Knaap, 2006). 

Link with monitoring

In practice, some observers argue that there is a “black box” between inputs and impacts 

due to a failure to establish a sound link between monitoring and evaluation (Hermans, 

2010). As far as Cohesion Policy is concerned, the link is expected to be strengthened in the 

current programming period, with evaluation triggered on the basis of deviations from 

targets as identified through monitoring. 

An interesting distinction, which could be a good source of inspiration for Cohesion Policy, is 

made between monitoring and evaluation in the American context. As recognised by the 

Government and the Performance and Results Act of 1993 in the United States, general 

analytical approaches and Programme-specific evaluation studies should be complementary,

and annual performance reports should comprise performance measurement results and 

Programme evaluation findings (USGAO, 2005). In detail, performance measurement is the 

ongoing analysis of accomplishments compared to the pre-established goals, while 

Programme evaluations are individual studies (ad hoc or periodical) that aim to assess 

whether a policy action is working or not. Programme evaluations may be of four types: 

process evaluation, which verifies if the policy or action is operating as was intended; 

outcome evaluation, which assesses whether the outcome objectives have been reached; 

impact evaluation, which assesses the net effect of a Policy/Programme by counterfactual 

analysis; and cost-benefit and cost-effectiveness analyses, which compare outcomes with 

the costs borne to achieve them. All of these evaluation systems use measures of 

performance, along with additional information, to verify the benefits of the action and to 

identify strategies for improvement. Performance measurement examines whether a policy 

has achieved its objectives and can be used as an early warning system, while evaluation 

focuses on a broader range of information on Programme performance and is a more in-

depth analysis that highlights the factors fostering or hampering success.

Spillover effects and capacities

It is widely recognised that the process of evaluation of Cohesion Policy has had an impact 

on existing planning, monitoring and reporting capacities. As highlighted by Molle (2006), in 

order to comply with the requirements related to policy evaluation, several EU MS have 

improved their administrative and regulatory procedures, especially in the programming 

phase. Polverari et al. (2007) stress that evaluation capacities increased during the past 

programming periods and both new and old MS have put in place programmes and 

initiatives geared towards capacity building. However, some aspects still require 

improvement and fine-tuning. In the first place, better databases need to be constructed in 

order to meet the need for a harmonised and coherent target-setting procedure. Casavola 

(2009) focuses on the need to provide the necessary skills to the weaker areas of public 

services in the programming phase. 
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Independence

Another issue is the degree of independence of the evaluator, which should not be involved 

directly in the management or implementation of policies. However, the regulations for the 

2007-2013 programming period for SFs allow for internal evaluation exercises when local 

skills are required on very technical topics, when internalisation is as effective as external 

evaluation, but saves costs, and when there is an abundance of specialist local research 

centres (Polverari et al. 2007). 

Evaluation methods

As there are several methods available, the strategy suggested by the European 

Commission requires MS to provide an array of methods aimed at providing evidence on the 

performance of Cohesion Policy, including counterfactual impact evaluation, cost-benefit 

analysis, beneficiary survey, as well as a more rigorous use of qualitative methods such as 

case studies (see Box below). The underlying idea is that “the more evaluations that deliver 

credible evidence on different aspects of the policy, the greater the possibility of building a 

picture of its overall performance as a basis for improving policy in the future” (EC, 2010a p. 

206).

Other proposals on evaluation (Barca, 2009a) include more rigorous ex ante (perspective) 

evaluation of programmes and greater focus on impact evaluations at the level of specific 

interventions, by using appropriate methods (especially counterfactual methodologies). 

Barca report also stresses that the responsibility for evaluation should remain with the MS, 

while the European Commission should focus mainly on promoting evaluation by collecting, 

filtering and providing access to studies and their results.

The Box below describes a set of alternative evaluation methods that may contribute to 

result-orientation and that offer some advantages and disadvantages compared to systems 

based mainly on performance indicators. All methods and approaches have their strengths 

and weaknesses. The choice of the evaluation method depends on the specific questions to 

be answered, the subject of the Programme and its context. However, wherever possible the 

principle of triangulation should be applied, i.e. evaluation questions should be looked at 

from different viewpoints and through different methods that corroborate one another. 

A good example of how to combine different evaluation methods is given by the ex post 

evaluations of the ERDF 2000-2006. Two macroeconomic models were developed (Quest III 

and Hermin) to evaluate the macroeconomic effects of the Objective I and II (Work Package 

3) and extensive use of case studies was made. A specific example of the combination of

qualitative (case studies) and quantitative methods (statistical analysis) is offered in Work 

Package 4: Structural change and globalisation. A mixed approach combining counterfactual 

methods and case studies was also used in the ex post evaluation of the Urban Community 

Initiative. 
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Box 6.  Alternative evaluation methods

ALTERNATIVE EVALUATION METHODS

The first method is the so-called “Logical Framework” which identifies the causal links 

between inputs, processes, outputs, outcomes and impact, and also the performance 

indicators at each stage of the chain. It can be used to improve the quality of the policy 

design stage; it helps to summarise complex activities and provides an objective basis for 

evaluation and monitoring. The main drawbacks arise if this procedure is managed rigidly or 

if it is not updated frequently. 

Theory-based evaluation allows for accounting of multiple factors in explaining the 

success or failure of a policy Programme. This approach does not produce a number, but a 

narrative. The main focus is not a counterfactual (“how things would have been without”) 

but rather a theory of change (“how things should logically work to produce the desired 

change”). Typical methods are use of administrative information, literature reviews, case 

studies, interviews, surveys and other qualitative methods. The theory-based evaluation is 

generally used for complex activities and allows for detailed mapping and for improving 

planning and management. It can, however, become very complex and cumbersome and 

stakeholders may disagree with the value judgements on the factors determining success, 

leading to time-consuming consultations. Its main advantage is the possibility of providing 

early feedback and allowing for ongoing correction of problems as they emerge. 

Formal surveys may also be used as an evaluation tool and may provide baseline data 

against which the performance of a policy may be compared. It also allows for comparisons 

across groups and time and provides quantitative estimates. These surveys have the 

disadvantage of being collected at a specific point in time and the processing of the data 

may be cumbersome and costly. There are also rapid appraisal methods that interview a 

selected subset of stakeholders on very narrow issues, in order to provide rapid information 

at the Project or Programme level. These small-scale surveys may also provide qualitative 

data and thus be used as an interpretative context for more quantitative information. 

However, by their very nature, these methods do not provide universally-valid answers and 

are very specific to the area and topics examined, making them less credible and verifiable. 

There are also participatory methods that allow for the direct involvement of stakeholders 

in the decision-making process and may also be used for evaluation purposes. The most 

common participatory tools are stakeholder analysis27, participatory rural appraisal28, 

beneficiary assessment29 and participatory monitoring and evaluation30

Public Expenditure Tracking Services verify to what extent the resources used reach the 

target groups and are mainly employed to diagnose problems in delivery and the extent of 

corruption in the process.

Traditional Cost-Benefit Analysis (CBA) may also be used to assess the efficiency of 

Programmes and Projects by focusing explicitly on economic considerations. These methods 

are, however, highly technical and require skilled staff, and the results may be dependent 

on the initial assumptions made.

                                        
27 It is used to develop an understanding of the power relationships, influence, and interests of the various people 

involved in an activity and to determine who should participate, and when.
28 It is a planning approach focused on sharing learning between local people, both urban and rural, and outsid-

ers. It enables development managers and local people to assess and plan appropriate interventions collabora-
tively often using visual techniques so that non-literate people can participate.

29 It involves systematic consultation with project beneficiaries and other stakeholders to identify and design de-
velopment initiatives, signal constraints to participation, and provide feedback to improve services and activi-
ties.
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Cost – Effectiveness Analysis (CEA) is a comparison of alternative projects with a unique 

common effect which may differ in magnitude. It aims to select the project that, for a given 

output level, maximise the output level. This methodology is often used in the economic 

evaluation of healthcare programmes, but also to assess some specific research, education 

and environmental projects. 

Impact evaluation on the basis of counterfactual is the identification of the effects of the 

policy on individuals, institutions and the environment. This method helps to separate the 

effect of the specific policy action from other influencing factors, to clarify cost-effectiveness, 

to allow comparisons between alternatives and to strengthen the accountability of results. 

The main disadvantages are the cost of implementing these studies and the time taken to 

carry them out. 

Macroeconomic models are tools used to replicate the main mechanisms of an entire 

economic system, which may consist of a region, a country, or a collection of states (such as 

the EU-27). They become useful for empirical policy analysis when the behavioural 

relationships derived from theory can be quantified in practice. In technical terms, they 

need to be calibrated using actual data. Two main approaches are used to calibrate macro 

models. 

The first uses econometric techniques in conjunction with historical data. Econometric 

techniques range from simple regression analysis (e.g. ordinary least squares) to much 

more sophisticated techniques (aimed at ensuring that the calibration is capturing a “true” 

underlying pattern of behaviour and not just random effects). A second approach to 

calibration is to draw on existing empirical research to fix key parameters at values that are 

considered to be “reasonable” on an a priori basis. This approach can usually be applied to 

very large and structurally complex models and has the advantage that the key behavioural 

properties are known (since they are imposed) and are consistent with collective research 

knowledge. 

The outputs from a macroeconomic model are an important tool in establishing whether 

Cohesion Policy has achieved its macroeconomic goals. Despite its strengths, more 

fundamental criticism is that a macro-economic model is only as good as its assumptions 

and parameters and does not generally consider non-economic effects.

A case study involves an in-depth study of a phenomenon in a natural setting, drawing on 

a multitude of perspectives. It makes use of multiple data collection methods (both 

qualitative and quantitative), or of multiple accounts from different actors in the setting. It 

is a favoured methodological tool for evaluating SF interventions. First, it is appropriate for 

dealing with the complexity characterising such kinds of intervention. Second, it allows for

consideration of the fundamentally different contexts in which they take place. On the other 

hand, however, its findings have no general validity. 

As this brief overview of alternatives has highlighted, a wide array of methods are available 

to assess policy actions and their effectiveness. The decision on which method to choose 

depends on the final goals of the exercise, along with time and economic cost 

considerations. 

Source: World Bank (2004a), Evalsed, Pellegrin and Catalano (2010)

                                                                                                                                   
30 It involves stakeholders at different levels working together to identify problems, collect and analyse infor-

mation, and generate recommendations.
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1.2.7 Incentive mechanisms 

While information gathered from monitoring and evaluation is important, it does not 

automatically imply the production of benefits or lead to improvements in policy 

performance. It is important to use this information correctly, through appropriate 

mechanisms designed to validate and distribute information and to potentially set up a 

system of incentives designed to encourage involved actors to pursue an identified course of 

action (OECD, 2009). In more general terms, emphasis must move away from pure 

performance measurement to embrace a more strategy-oriented management approach, 

where the results of policy monitoring are used to attain goals and strategic objectives 

(Poister, 2010). 

The only compulsory incentive mechanism used by Cohesion Policy in 2007-2013 is the 

automatic de-commitment rules, which requires committed funding to be spent within two 

or three years, depending on whether it applies to old MS or to new MS31, or be lost to the 

Programme. In 2000-2006 another compulsory mechanism was at work, the so-called 

performance reserve (EC, 2004). The performance reserve scheme was designed so that 

4% of the total financial envelope of the Framework Community Support, not distributed in 

the initial phase, would be reserved and eventually allocated based on the evaluation of 

performance, defined by the fulfilment of specific targets of key indicators (Bachtler, 1998; 

OECD, 2009). In this case a typical financial reward mechanism links the receipt of a certain 

amount of funds to the achievement of predetermined targets. 

Besides the case of Cohesion Policy, other rewards may be put in place, such as additional 

national reserves (OECD, 2009). For example, the Italian incentive mechanism for Regional 

Development Policy 2000-2006 had a 6% additional performance reserve (taken from 

national funds addressed to the improvement of administrative capacity) that could be 

granted if regions achieved “targets in the areas of good management of funds, 

modernisation of public administration, and implementation of reforms” (OECD, 2009 p. 42). 

Alongside sanctions and rewards of a financial sort, incentives may be administrative in 

nature, meaning modifications to regulations that influence regional actors, for example in 

terms of relaxation or tightening of budgetary requirements (OECD, 2009) or of the 

possibility for local authorities to increase their autonomy, as it was the case in the UK 

(Spano, 2008). An additional incentive mechanism, is of a reputational nature and consists 

in a public debate, especially in the form of high level public debate.

Enforcement mechanisms may take the explicit form of public accountability, peer 

enforcement and recourse to an external authority (as it is the case in Italy) or be less 

defined, as in the US and the UK (OECD, 2009).32

Some expected potential spillovers of an incentive scheme include the creation of sound 

management procedures for project selection, financial control, monitoring and evaluation 

and more attention to the selection of indicators and targets and enhanced evaluation of 

fulfilment of objectives (EC, 2004).

                                        
31 The N+3 rule applies also to two old MS, Greece and Portugal.
32 For a review of different incentive mechanisms at work in selected OECD countries and IFIs (Canada, Germany, 

Japan, Poland, Switzerland, UK, EBRD and World Bank), see EPCR (2011).
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As a final remark, it is worth reiterating the distinction between ex post incentives 

distributed on the basis of the achievement of results (or sanctions imposed if results are 

not achieved), and ex ante conditionality imposing the fulfilment of specific conditions before 

disbursement is made.33 These conditions can be of various natures, like the necessity to 

comply with specific procedures or macroeconomic conditions.34

The role of monitoring and evaluation

Monitoring and evaluation should contribute to the assessment of the performance, which 

will govern the attribution/imposition of an incentive/sanction. Monitoring can in theory 

identify what has happened to a Programme in terms of progress towards objectives. Using 

a performance proxy for which the causal link is sound (i.e. input or output indicators). 

There are also indicators for outcome/results and for impacts that can be monitored, but the 

level of accountability is low due to the existence of exogenous factors. To remedy this, a 

“counterfactual” evaluation can be carried out. 

On the face of it, the theory based or more qualitative evaluation is better suited to giving

insight into the question as to why a Programme’s effects have materialised. 

Lessons learnt

A recent review of empirical evidence on performance management systems in the public 

sector does not yield strongly conclusive arguments in favour of schemes including a reward 

or a sanction related to the achievement of objectives. In fact, it appears that perverse 

effects are very difficult to avoid as individuals and organisations learn how to adapt and 

respond to these schemes over time (Heinrich, Marschke, 2010). Also, through a 

benchmarking exercise comparing incentive mechanisms used by different OECD countries, 

and International Financial Institutions, a recent report for the European Commission 

highlight 

several specific conditions to be fulfilled for incentive mechanisms to work (EPCR, 2011)35.

The concrete case of the performance reserve implemented in the EU in 2000-2006 offers 

further evidence. The scheme was in fact managed quite differently in MS, giving rise to 

various procedures and results (OECD, 2009). 

First, critics of this method, (Bachtler and Mendez, 2010; Samecki, 2009), view the 

performance reserve experience in the EU over the 2000-2006 period as unsuccessful and 

warn against the perverse setting of targets. It appeared that transparency ought to be 

encouraged from the outset and performance should be measured objectively. For this, 

judgements should be made on an equitable basis; decisions on allocations should be in line 

with performance and take into account absorption capacity (EC, 2004). 

Second, the design and implementation of the performance reserve in the past 

programming period was generally decided at the central (national) level (OECD, 2009). 

According to the OECD, regional and territorial disparities and specificities ought to be 

accounted for in the definition of indicators and targets on which the incentives were based 

                                        
33 According to Casavola (2009), the main functions of conditionalities are a) to ensure that funds will be used to 

benefit their intended beneficiaries, b) to provide ex ante information to the fund owners on the chosen 
destination of funds among alternatives, and c) to act as a practical guide for the actual use of the funds.

34 In an alternative definition, the conditions can even be related to the achievement of results. In this approach, 
conditionality would simply be the negative form of an incentive. Indeed, for Bachtler and Mendez (2010), 
conditionality implies that the payment of funds depends on a certain level of performance, which means that 
funds can be lost if performance objectives and targets are not met, while incentives imply rewards for 
performance. In the present study, this definition of conditionality is not preferred as it is considered to be 
insufficiently distinct from that of incentive. 

35 They are: funding of sufficient size and status, discretionary resource allocation, use of loan funding, credible 
guarantee that incentives and sanctions will be used (EPRC (2011), p. 27). 
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and should have been the result of a deliberative process. The difference between regions 

should also have been considered when defining indicators at the OP level (EC, 2011b). 

Overall, the experience was not replicated in the 2007-2013 programming period.

Aalbu and Bachtler reached critical conclusions about the main success factors and 

weaknesses of the scheme and drew recommendations.36 They argued that the performance 

reserve scheme must be politically credible, in the sense of combining a centralised and 

decentralised approach, must command public confidence and thus should focus on areas 

that can be influenced by Programme managers and contribute to a learning process in 

programming in the long term. Evaluation is seen as a crucial aspect of the implementation 

of the performance reserve scheme and should be kept separate from Mid Term Evaluation,

to avoid that it becomes too politicised. A meta-evaluation system should be put in place to 

verify information and compare programmes across MS (Aalbu and Bachtler, 1998).

The Italian example

An interesting example of application of the performance reserve of SFs that is in contrast 

with the overall EU-wide negative view of the 2000-2006 experience is provided by the 

Italian case. The Italian performance reserve in the southern regions of Italy aimed to 

increase access to qualified education, childcare, assistance for the elderly, the provision of 

water supply and urban waste management (Anselmo et al., 2006). The adoption of an 

explicit incentive mechanism, based on financial rewards associated with the achievement of 

predefined objectives, proved successful. Linking the disbursement of part of the funds to 

the fulfilment of quantitative criteria regarding the main objectives of the policy (in this case 

related to Objective 1 EU Support Framework) provided an incentive scheme that 

encouraged actors to modify their behaviour in order to maximise the probability of 

receiving the amount of funds set aside. 

It showed how making the performance reserve mandatory helped to focus the scope of 

policy action and encouraged local administrators to commit to adequately quantifying and 

reporting targets (Anselmo et al., 2006). This is especially relevant in areas of poor 

institutional quality, where incentive schemes are needed to strengthen local governance 

and the involvement of stakeholders, and are geared towards reaching the goals and 

objectives of the policy Programme. 

In examining the success of the Italian additional national reserve scheme, Anselmo et al. 

(2006) stress how an important factor was the involvement of local political and social 

actors in the definition of the objectives and incentive schemes. In fact, the discussion of the 

most relevant options of this performance-based evaluation and reward scheme took place 

with all involved stakeholders one year prior to its formal approval, guaranteeing the 

credibility and stability of the scheme.

1.2.8 Implementation considerations 

From an operational point of view, several considerations arise when it comes to the 

concrete establishment of a performance-based delivery system, in particular in terms of 

simplification and participatory approach. 

                                        
36 See Bachtler (1998) for a coherent review of the initial debates between the Commission and the MS on the 

reform of the performance reserve scheme. 
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Simplification and organisational arrangements

When implementing a more performance-based delivery system, a first possible direction for 

improvement implies a general simplification of procedures and practices, and a stronger 

link between the programming and implementation phases. This should also be 

accompanied by a better division of tasks among the actors involved in the process (in the 

case of Cohesion Policy, these are the EU, MS and regional and local authorities) and 

reduced complexity, without impeding the regularity of funding (Samecki, 2009). In 

practice, the suggested reform of the delivery system should put MS in charge of a schedule 

of implementation and of relevant targets, allow for the definition of a set schedule for 

payments based on the fulfilment of targets, and provide ex post control by the European 

Commission (Samecki, 2009). 

A more performance-based delivery and monitoring system also implies a set of 

management and organisational challenges that must be addressed in order to maximise its 

positive effects on policy effectiveness. Focusing on the outcomes of the policy actions, 

rather than inputs or simple outputs, calls for complex assessment and definition of targets 

and indicators. The changes implied by this are also quite fundamental in terms of 

organisation and management and may imply a complete reorientation of the actors 

involved and may take place in the long term (Mayne, 2007). Another important aspect is 

related to the costs associated with the setting up of a new delivery system and monitoring 

procedures for policy evaluation.37  

Stakeholder involvement and transparency

When setting policy objectives and identifying the key ingredients for the organisation of a

performance-based delivery system, it is advisable to involve external stakeholders as the 

primary target of project funding in order to enhance the overall accountability of policy 

actions. This is a clear message emerging from consultation of the Fifth Cohesion Report 

(EC, 2011c). Involving external stakeholders in the design of the delivery system through 

public consultations and participatory procedures improves the transparency of the whole 

process and encourages openness by public authorities (World Bank, 2004b). Stakeholders 

should have the chance to voice their requests and concerns with respect to the policy 

action and should be taken into account when designing the reporting and evaluation 

system (Van der Knaap, 2006).

Stakeholders may be formally involved in the decision-making process through the use of 

participatory methods, which include stakeholder analysis, participatory monitoring and 

evaluation, beneficiary assessment and participatory rural appraisal, the latter in the context 

of developing countries and NGOs (World Bank, 2004a). This form of stakeholder 

involvement allows for a better understanding and accounting of the local situation and 

needs, and allows for a more direct identification of the specific problems the policy should 

address. 

Attention must be paid, however, to maintaining objective evaluations and not allowing 

specific groups of lobbies to influence the whole process (World Bank, 2004a). From this 

perspective, the role of stakeholders can be seen in terms of the amount of pressure or 

power they can exert in the decision-making process. There may, in fact, be a conflict 

between the policy-makers and the final stakeholders, and this might lead to a complicated 

interrelation between stability and change (Brignall and Modell, 2000). There might also be 

conflicting objectives among the different stakeholders involved, leading to the importance 

                                        
37 In this respect, see two recent evaluations carried out for DG REGIO on the administrative costs resulting from 

the management of CP, of which the running of the monitoring and evaluation system. See European Commis-
sion (2010e) and EC, forthcoming. 
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of multidimensional objective setting and the achievement of balance between the different 

interests. 

Overall, by looking at the whole policy-making process from design up to evaluation, 

transparency is an essential feature, which translates into the possibility of measuring and 

verifying each step of the process and whether it has achieved its initial goals (Stol, 2011). 

1.2.9 Current proposals for a more performance-based delivery system for 

Cohesion Policy post-2013

How to steer the post-2013 Cohesion Policy more towards results is currently a much 

debated issue. Several proposals38 have been put on the Table that are concisely presented 

in this section. 

A strategic contract

The Barca report opened the discussion, making different proposals including the 

establishment of strategic contracts between MS (or Regions) and the European 

Commission. In order to achieve the goal of a more performance-based delivery system, it 

is proposed that the current contractual relations be reformed, transforming them into “an 

agreement on objectives and means, where MS and Regions commit themselves to 

quantified and verifiable objectives, coherent with the goals of the European Strategic 

Development Framework” (Barca, 2009a, p. 167). This National Strategic Development 

Contract should identify the choice of core (specified by the European Strategic 

Development Framework) and non-core (selected at national or regional level) priorities and 

the objectives of the funding; the targets established for each priority; the allocation of 

funding by priority for each type of territory; how the MS (or Regions) plan to achieve the 

objectives and targets; a commitment to financial and policy additionality. The Contract 

should also specify the MS’ implementation capacities, already in place or to be acquired, for 

the proposed EU interventions, commit to a system of reporting to the European 

Commission and of evaluation and, finally, describe how the MAs plan to encourage local 

experimentalism, mobilisation and commitment without promoting rent seeking. Also, 

private and local public actors, along with interest groups and other representatives of the 

civil society should be able to voice their opinions and provide their contribution at the EU 

level, and the Contract should specify the means by which this goal is achievable (Barca, 

2009a).

A new evaluation and monitoring system for Cohesion Policy

Concerning the establishment of a performance-oriented monitoring and evaluation system

the Fifth Cohesion Report (EC, 2010a) made the following proposals:

 Setting ex ante clear and measurable targets and outcome indicators.

 Indicators must be clearly interpretable, statistically validated, truly responsive and 

directly linked to policy intervention, and data promptly collected and publicised.

 Setting of a few core Fund-specific indicators for all OPs linked to the Europe 2020 

framework. 

 Additional indicators should be agreed in the discussion of the programming 

documents.

                                        
38 The study was completed before recent proposals (European Commission, (2011g)) were published by the Eu-

ropean Commission. The latter are therefore not covered in the following section.
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 Compulsory planning of ongoing evaluations for each Programme.

 Annual reports should include accurate information on the indicators and on the 

progress towards the agreed targets

The proposals of the Fifth Cohesion Report regarding the setting of clear and measurable 

targets and outcome indicators were further discussed and complemented in a document 

prepared by Fabrizio Barca and Philip McCann for Meeting No. 8 of the High Level Group 

reflecting on the future of Cohesion Policy updated in June 2011 (EC, 2011b). The 

following proposals were elaborated:

 A set of binding methodological principles that all outcome indicators should satisfy, 

in particular, they should be responsive to policy;

 A scheme for using these indicators in the OPs and the Partnership Contracts as well 

as in Projects (the choice of outcome indicators and target would be up to Member 

States and Regions; outcome targets would be recommended but not compulsory; 

contrary to OP-level outcome indicators, those at project level would not have to be 

reported to the Commission);

 A set of recommendations on the selection of outcome indicators and on target 

setting (selection through a deliberative process, use of sources like statistical data 

or surveys).

The document also provides examples of outcome indicators by thematic priority and policy. 

A further discussion was held between DG REGIO and Member States in April 2011 on 

the basis of a document prepared by DG REGIO (EC, 2011a). Concepts of result and impact 

indicators were put forward that were different from those currently in use. At all stages of 

the process the new approach shifts the emphasis to the policy objectives. Accordingly, 

results are no longer intended as the direct or short-term effects of the intervention, rather 

they deal with the specific dimension of well-being that motivates policy action. As far as 

outputs are concerned, they are understood as the direct product of the programmes, which 

are intended to contribute to results, while the effect of the policy intervention on the result 

represents the impact of the intervention. 

Moreover, the concept and the role of monitoring and evaluation were clarified. Monitoring

was understood as based on output and result indicators. Examples of common indicators 

(mostly output) by category of intervention, and of result indicators by thematic priority of 

the Cohesion Policy were suggested in the document. The focus of the evaluation was on 

two methods: counterfactual impact evaluations and theory-based impact evaluations. Light 

was also shed on two further activities: implementation evaluation39 and evaluation of 

integrated programmes.

Another contribution to the debate on performance came from the document prepared by 

DG REGIO and DG Employment for Meeting No. 9 of the High Level Group reflecting on 

the future of Cohesion Policy (EC, 2011d), held on 7 April 2011. The document discussed 

how to deliver the Europe 2020 strategy within the context of Cohesion Policy. The main 

suggestion put forward was that a menu of thematic objectives for Cohesion Policy could be 

included in the regulations to reflect Europe 2020, the Integrated Guidelines and the seven 

flagship initiatives. An example of this thematic menu is provided in the document. 

Furthermore, strengthening the role of categories of interventions was also suggested. While 

                                        
39 Implementation evaluations look at how a programme is being implemented and managed. Typical questions 

are whether or not potential beneficiaries are aware of the programme and have access to it, if the application 
procedure is as simple as possible, if results of the programme are communicated, etc. The methods of 
implementation evaluation are similar to theory-based evaluations. Evaluations of this type typically take place 
early in the programming period.
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being currently used only for information purposes and monitoring and evaluation, the 

intervention categories would be established at EU level, closely linked to the specific 

objectives and individual scope of the Funds. An indicative list of categories was proposed 

for the ERDF. 

Finally, the central issue addressed by the “Evidence-Based Cohesion Policy 

Conference” held on 7-8 July 2011 in Gdansk (the Polish Ministry of Regional development, 

2011) was how to orientate Cohesion Policy towards results and concentrate it on the 

Europe 2020 objectives.40 The results of this conference showed that in order to achieve a

better performance in Cohesion Policy, the quality and relevance of evaluation indicators 

should be improved and coupled with carefully designer incentives. In particular the 

following relevant proposals were put forward:

 Evaluation: the right questions (more “why?” and “how?” than “how much?”, and not 

“what works?” but “what works best?”), in the right areas (not asking questions if we 

already know the answers), in a focused way (small lessons learnt from each 

evaluation, but big ones from the whole process) should be asked and the 

dissemination and good communication of the evaluation results ensured.

 Indicators: The link between outcome indicators and policy should be strengthened 

and political ownership ensured. The selected indicators must be reasonable, 

normative, robust, responsive to policy, feasible and debatable, but not in all cases 

necessarily comparable across EU countries. Moreover, a clear distinction between 

indicators that serve different purposes (monitoring vs. evaluation, context vs. result 

indicators, policy vs. bureaucracy vs. project levels) is needed and methodologies to 

define reliable targets describing the policy’s success should be developed.

Improvements in the indicator system include also the timeliness of data, 

regionalisation of selected data, as well as full coherence between the ERDF and ESF 

indicator systems.

The future of a performance reserve scheme

Conditionality and incentives are two mechanisms that have been proposed in the reform 

debates to support the pursuit of performance goals (Bachtler and Mendez, 2010). 

Discussions have pointed out that the conditionality systems already present in the Cohesion 

Policy are mainly linked to procedural compliance (such as the approval of management and 

control systems) or spending and not to performance considerations. Several options to 

revise these systems were proposed for the future (EC 2010d; EPRC, 2011): i) the 

application of macroeconomic conditionalities for MS or regions that fail to converge 

following several programming periods; ii) stronger additionality along with a revision of 

verification methods and effective sanctions; iii) incentives related to a number of strategic 

priorities, involving setting targets and linking payments to their achievements. 

Bachtler and Mendez (2010) propose three avenues for setting financial incentives: i) the 

use of financial incentives at project level in order to encourage applicants to prepare 

projects that contribute in an effective way to the attainment of objectives; ii) the European 

Commission could retain a share of funds to be allocated on a competitive basis at the EU 

level via specific calls, by using a model comparable to the Regional Innovation Programmes 

or Innovative Actions in 2000-2006 where the competent authorities at the regional level 

could present proposals for EU funding and define innovative actions within a set of research 

                                        
40 On the first day high level experts in policy-making, practitioners from EU MS, experts and evaluators were

invited to discuss approaches to improve performance orientation, evaluations and indicators. On the second 
day of the conference, two evaluation working groups (DG REGIO Evaluation Network and DG Employment 
Evaluation Partnership) were invited to discuss how to better integrate evaluation into the decision-making 
processes and how to increase the quality and relevance of evaluations.  
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areas. The European Commission would then evaluate proposals and award funds to the 

best projects (Commission of the European Communities, 2001); iii) financial incentives 

could have a supra-national dimension (e.g. focusing on EU level macro-regions like the 

Baltic Sea area). 

Three instruments are identified in the Fifth Cohesion Report that can be explored in order 

to strengthen the effectiveness of the Cohesion Policy (EC, 2010a). The first is to condition 

the disbursing of Cohesion resources to the fulfilment of specific binding conditionalities 

agreed with each MS and/or region in the areas directly linked to Cohesion Policy. Another 

instrument is the application of financial sanctions and incentives linked to respect of the 

Stability and Growth Pact, which is currently limited to the Cohesion Fund, to the rest of EU 

budget. This implies that in cases of non-compliance by a MS with the rules of the Pact, 

“incentives” should be created by suspending or cancelling parts of the current 

appropriations from the EU budget without affecting the end-beneficiary of the EU funds, 

while the resources cancelled would remain within the EU budget. The third instrument to be 

explored is that of a performance reserve established at EU level, aimed at encouraging 

progress towards Europe 2020 targets and related national targets and objectives. 

A consultation on the conclusions of the Fifth Cohesion Report collected the views of 

informed stakeholders on these proposals (EC, 2011c). To the question “how could 

conditionalities, incentives and result-based management make Cohesion Policy more 

effective?” mixed views were recorded on the different options proposed by the European 

Commission. In general, macro-fiscal conditions (like the second instrument mentioned in 

the 5th Cohesion Report) were rejected by a majority of respondents. The introduction of 

incentives linked to the successful implementation of Cohesion Policy was generally 

favoured. MS welcomed the idea of having positive incentives, but mixed views were 

recorded about the pertinence of re-introducing a performance reserve scheme as proposed 

by the 5th Cohesion Report under the third option). As a matter of fact, regional authorities 

were concerned that incentives be introduced only in connection with results they can 

actually influence. Finally, there also seemed to be a broad consensus on the introduction of 

ex ante conditionalities within Cohesion Policy (first instrument proposed in the 5th Cohesion 

Report).

Concerning performance incentives, the Gdansk conference (the Polish Ministry of Regional 

Development, 2011) reached the conclusion that a possible tool for enhancing the 

performance orientation of future Cohesion Policy could be a combination of ex ante 

conditionality (focused on the achievement of pre-conditions for policy effectiveness, strictly 

linked to Cohesion Policy) and performance reserve (which is set aside at national/OP level, 

focused on the achievement of final objectives, measured by statistical indicators). 

Furthermore, instead of using financial sanctions linked to the delivery of output or results, 

a stricter monitoring of the envisaged actions should be considered. In a similar manner, the 

programming process should be more result-oriented, in order to clearly show how all the 

actions planned will lead to the final desired results and all responsibilities are clearly 

defined. 

The focus on results and performance is stressed by the proposed Multiannual Financial 

Framework 2014-2020 (EC, 2011e). The Commission's ambition for the next EU budget is 

to ensure the effective delivery of Europe 2020 objectives and targets through Cohesion 

Policy. To this end, the main proposal concerns the introduction of conditionality both ex 

ante - before funds are disbursed - and ex post - additional funds contingent on 

performance. Lack of progress in fulfilling these conditions will give rise to the suspension or 

cancellation of funds. More specifically four options are proposed: (i) status quo, thus 

meaning there are no additional thematic conditionalities, but compliance with sectoral EU 

legislation directly applicable to investment is required; (ii) macroeconomic conditionalities 



Policy Department B: Structural and Cohesion Policies

66

in the context of the Stability and Growth pact;41 (iii) ex ante conditionality;42 and (iv) 

structural reform conditionalities in areas directly linked to the intervention of the funds in 

line with the Europe 2020 strategy43 (EC, 2011f). A further proposal involves the 

introduction of a performance reserve at EU level. Accordingly, 5% of the Cohesion Policy 

budget will be set aside and allocated, during a mid-term review, to the MS and regions 

whose programmes have met their milestones in relation to the achievement of the 

Programme's objectives related to Europe 2020 targets and objectives. The milestones will 

be defined in accordance with the regulations for Cohesion Policy.

1.3 Lessons from case studies

1.3.1 Introduction

A case study approach was adopted in order to take into consideration context-dependent 

issues and to place the experience of Cohesion Policy in a broader perspective (considering 

different levels of governance, different policy fields and different types of performance-

based delivery systems – with and without incentive mechanisms). The following case 

studies are proposed:

 Evaluation and performance indicators used by the World Bank

 National Performance Reserve in Italy (2007-2013)

 National Performance Reserve Poland (2007-2013)

 Performance-based delivery system of the EU Rural Development Policy (2007-

2013).

The rationale for choosing these cases is briefly summarised below. The case of the World 

Bank highlights the specific circumstances characterising the interventions of a supra-

national organisation. Evaluation and performance indicators are the two instruments used 

to drive the World Bank interventions according to performance considerations. The cases of 

the national performance reserve established in Italy and Poland in the current 

programming period are useful to put into perspective the attempt to set up an EU 

Performance Reserve in 2000-2006. This should enable an analysis of the reasons for the 

failure and the conditions under which national schemes might prove to be more effective 

and efficient (less costly). The RD Policy established a new delivery system when it was 

taken out of the Cohesion Policy framework in 2007-2013. In particular, a new system of 

indicators was adopted, centred on core indicators that can be aggregated and compared at 

EU level. The link with programming is also an area of potential learning from a Cohesion 

Policy perspective.

                                        
41 An effective application of the existing Cohesion Fund conditionality could be ensured and extended to the 

Structural Funds as their effectiveness is also dependent on sound fiscal policies. The access to a possible 
performance reserve at mid-term could be denied under Excessive Deficit Procedure to a Member State that has 
been identified as not having taken action in response to a Council Recommendation (ex Art. 126 TFUE).

42 Ex ante conditionality could be linked to the fulfilment of ex ante regulatory, strategic and institutional 
preconditions. The fulfilment of the ex ante conditionality could be set as a) a prerequisite for the disbursement 
of expenditure/commitment in the respective priority area and/or b) the basis for suspending future instalments 
if progress has not been achieved by a defined date.

43 They would be reforms in policy areas that are subject to Council recommendations on the basis of Article 
121(4) TFEU and Article 148(4) TFEU in the framework of the European semester. Non-fulfilment of the 
condition would result in the suspension of commitment appropriations for the corresponding priority axis of the 
programme. If the following year (or two years) the Council still has not withdrawn the recommendation, a 
more severe sanction (i.e. suspension of payments linked to the priority axis) could be imposed.
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In what follows, a brief horizontal analysis of the four cases is proposed, highlighting 

commonalities and differences. As for the literature review in the previous section, this is 

done along the lines of the different project cycle phases (ie. from objective setting to 

incentive mechanism). The full versions of the four cases can be found in Annex V of Volume 

II of the study.

1.3.2 Rationale and main features of the reviewed systems

In each case reviewed, a performance-based scheme was established in response to specific 

needs and with distinct objectives (see Table 4). 

The World Bank and Italy adopted a performance-based system to respectively increase aid 

effectiveness in reducing the poverty gap and to ensure equal development among regions. 

As for the World Bank, both the IBRD (International Bank for Reconstruction and 

Development) and the IDA (International Development Association), evaluate projects with 

rigorous standards, given investment needs and the scarcity of resources. 

In the case of Italy, an incentive mechanism was developed to channel the aid provided by 

SFs in order to ensure an acceptable level of service of general interest in the lagging behind 

Southern Regions. 

The national performance scheme implemented by the Polish government for the 

programming period 2007-2013 is more oriented to accelerating the pace of spending of EU 

funds. In this case the rationale for the creation of an incentive scheme is the need to 

improve the capacity of the regional administrations to spend the resources they are 

allocated under the OPs.  

As far as the EU RD Policy is concerned, past experience in the implementation of the policy 

through two financial instruments44 and different types of Rural Development Programmes 

(RDP) revealed the need for a more strategic implementation approach capable of ensuring 

coherence, transparency and visibility of the RD policy interventions.

Table 4.  Rationale for setting up a performance-based delivery system 

Context Rationale

World Bank

 Complex and diversified

 Weak institutional 

governance

 Great instability

 Increase aid effectiveness

Italy
 Lagging behind southern re-  

gions that need to catch up

 Achieve a set of quality and efficiency 

standards in the provision of certain

services of general interest

Poland  Low absorption rates
 Stimulate the pace of spending in 

implementing the Ops

RDP

 Multiple role of farming in 

wider rural context

 Homogenous interventions

 Steer Programme

 Need for comparable information

 More strategic approach

Source: Authors

                                        
44 European Agricultural Guidance and Guarantee Fund (EAGGF).
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As shown in Table 5, the four delivery systems rely on different building blocks. 

In the case of the World Bank an increasingly rigorous system of evaluation has been 

developed over the past 30 years. This system encompasses all project cycles, from 

Programme and country strategy design to the ex post evaluation of results. To ensure the 

development of a result-oriented delivery, the World Bank uses two main types of 

indicators: the quantitative World Development Indicators (WDIs) at country level and the 

performance rating (qualitative) at project level. These two indicator systems are used to 

compute the formula for the IDA’s Performance-Based Allocation (PBA) system. This formula 

- which determines the amount of funds to be allocated at country level (in addition to a 

guaranteed fixed component) - is based on the Gross National Income (GNI) per capita, the 

population, the Project Portfolio Performance rating and the Country Policy and Institutional 

Assessment (CPIA) index. The two quantitative and qualitative indicator systems mentioned 

above contribute, respectively, to computing the CPIA index and the Project Portfolio

Performance rating (for a further discussion of the two sets of indicators see the paragraph 

below).

The Italian performance scheme is based on the achievement of targets, common and 

binding to all the participant administrations, which are linked to the final results rather than 

to intermediate or procedural outcomes. Resources are allocated upon the achievement of 

these targets. To measure and verify the achievement of the targets, official national, EU 

and international statistical data are used. The overall approach (the choice of indicators, 

definition of targets and allocation of incentives) was designed through strong partnership 

and coordination at the administrative and institutional levels. 

Although inspired by the same EC Reg. (No. 1083/2006 articles 23 and 50), the 

performance scheme adopted in Poland follows a different structure from the Italian one. It 

is anchored to the level of SFs spent since resources are allocated to the MAs that have 

spent a minimum stipulated level. To measure the MA’s spending capacity, input indicators 

are used. 

Another difference compared to the Italian performance scheme is the competition for the 

allocation of resources. In Italy the scheme does not involve all Regions, only the eight 

Southern/Central Regions45 - that are lagging behind in the provision of services of general 

interest - and the Ministry of Education. It required them to draft an Action Plan for the 

achievement of the stated objectives. In contrast, in Poland both actors of regional and 

national operational programmes can decide – on a voluntary basis – to compete for the 

resources from the national reserve – which amount to 3% of the SFs contribution to the 

Convergence Objective46. 

Looking at the delivery system for EU RD policy, the main peculiarity is a Common 

Monitoring and Evaluation Framework (CMEF), in the form of a common fixed list of 

indicators to be applied to each RDP. One condition for such a system is to have common 

and clearly prescribed RD measures for all MS. In the case of specific national priorities and 

site-specific measures, the system envisages some flexibility for the MS to develop specific 

additional indicators. However, even in this case, compliance with the general principle of 

the CMEF should be ensured. The CMEF allows for aggregation at EU level of the progress 

made by each MS towards achieving the policy objectives. In this way, comparability of their 

performances is possible. Unlike the World Bank, Italian and Polish systems, no incentive 

mechanisms are envisaged. 

                                        
45 Molise, Puglia, Campania, Calabria, Basilicata, Abruzzo, Sicily and Sardinia.
46 In compliance with NSRF 2007-2013, the resources at the disposal of the National Performance Reserve origi-

nate from ERDF and ESF funds.
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Table 5.  Main building blocks of the reviewed systems

Main features in a nutshell

World Bank

 Encompasses all project cycles

 Two main sets of indicators at country (quantitative) and project 

(qualitative) levels 

 Formula determining the allocation of funds at country level

 Three forms of ex ante conditionality

Italy

 Binding and common targets based on results 

 Use of official national, EU and international statistical data

 Strong partnership and coordination among administrations and 

institutional levels in the overall design 

 The allocation of resources is conditioned by the achievement of targets 

Poland

 Allocation of resources is linked to the achievement of a minimum level of 

resource spending

 Input indicators are used

 Competition for resources both at national and regional Programme levels 

RDP

 Common Monitoring and Evaluation Framework 

 Fixed list of indicators 

 Aggregation and comparability of the indicators

 No incentive mechanisms

Source: Authors

1.3.3 Objectives, indicators and targets 

In the case of a policy addressing a wide scope, such as the World Bank Policy or the 

Cohesion Policy, concentration on a few clearly defined objectives could be a good strategy 

to increase the effectiveness of the interventions. As shown in the Table below, the World 

Bank focused its policy on the achievement of the eight Millennium Development Goals.47

For each goal, the Bank set targets and indicators for measuring the results achieved. These 

indicators were taken from the so-called Word Development Indicators (hereafter WDIs), a 

set of 420 indicators, covering 209 countries in various themes. WDIs are quantitative 

indicators and are used at country level by the Bank to have an overview of the needs and 

challenges to be addressed. Besides the WDIs, the Bank also uses the performance ratings, 

which are a qualitative assessment at project level of the Bank’s operational performance.48

Performance rating indicators are mandatory and the six-scale rating is common to all 

projects, thus ensuring comparability of results and aggregation by sector, Programme, 

lending instrument, financing institution (IBRD or IDA), and macro-region.

                                        
47 They are: 1) eradicate extreme poverty and hunger, 2) achieve universal primary education, 3) promote gender 

equality and empower women, 4) reduce infant mortality, 5) improve maternal health, 6) combat HIV/AIDS, 
malaria and other diseases, 7) ensure environmental sustainability and 8) develop a global partnership for 
development.

48 These operations are assessed on the basis of (i) how the outcomes achieved in a project compare to those set 
ex ante, (ii) the sustainability of the results and (iii) the impact of institutional development.
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Table 6.  Objectives, indicators, targets and sources of data 

Objective Indicator Target Source of data

World 

Bank

Eight Millennium 

development 

goals

 Specific indicators for 

each goal

 Two types of indicators: 

quantitative at country 

level (WDIs) and 

qualitative at project 

level (Performance 

rating)

 Performance rating 

indicators are mandatory

 Specific targets are

established for each 

goal 

 These targets are 

common, but not 

binding

 International 

sources (WDIs)

 Bank’s operational 

staff (performance 

rating)

Italy

Four objectives 

linked to the 

availability and 

quality of delivery 

of services of 

general interest

 Indicators are included 

among the strategic 

indicators at NSRF level

 Eleven common and 

binding indicators are set

 A common and 

binding target was 

established for each 

indicator

 Target setting was 

based on the 

minimum  acceptable 

level of public service  

 Official statistical 

sources at 

national (Istat), 

European 

(Eurostat) and 

international 

(OECD-PISA 

survey) level

Poland

Ensuring that 

resources are 

spent quickly

 Two certification 

criteria:1) utilisation of 

EU resources allocated to 

the OP; 2) contracted 

resources pursuing 

Lisbon objectives

 Input indicators

 A minimum threshold 

of certified 

expenditure by 

priority axis

 Monitoring system

RDP

Three core 

objectives 

detailed in a 

hierarchy of sub-

objectives and 

measure 

objectives

 Common list of 

indicators: 59 baseline 

(36 related to objectives 

and 23 to context), 80 

output, 12 result and 

seven impact indicators

 Indicators are broken 

down into sub-objectives 

and measure objectives

 The use of common 

indicators is mandatory

 Additional indicators 

related to the specificities 

of each Programme

 A specific target is 

established for each 

indicator

 Target setting is 

based on past 

experience or expert 

judgements

 Official statistical 

sources at 

national, 

European 

(Eurostat) and 

local (project 

manager) level

Source: Authors

Similarly to the World Bank, the European Commission provides a common list of 

quantifiable indicators – the CMEF indicators - within the framework of the RD policy 

delivery system. They are organised according to the hierarchy of the sub-objectives and 
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measure objectives of RDP, through which the three core objectives49 of the RD policy are 

implemented. The whole list includes: 59 baseline50 (36 related to objectives and 23 to 

context), 80 output, 12 result and seven impact indicators. The CMEF indicators are 

mandatory for all Member States, thus enabling comparisons between the progress made by 

each MS towards achieving the policy’s objectives. However, since the common indicators 

may not fully capture all the effects of a Programme, in particular those related to national 

priorities and site-specific measures, the European Commission required MS to define a 

limited number of additional indicators.51 For each indicator identified, an appropriate target 

is set during the programming process, on the basis of past experience and experts’ 

judgements.

In the Italian performance scheme the system is based on the achievement of four 

objectives linked to the availability and quality of delivery of basic services in the fields of 

education, child and elderly care, urban solid waste management and integrated water 

supply systems.52 Eleven common and binding result-based indicators were chosen to verify 

the achievement of these objectives. 

Unlike the RD and the World Bank delivery systems, indicators are not directly linked to a 

single Programme, axis or project, but are included among the strategic indicators at 

National Strategic Reference Framework level. They are supposed to be achievable by 

implementing in a coordinated and consistent manner the actions planned in the regional 

and national OPs 2007-2009 and in the ordinary national and local policies.

A target is set for each indicator. These targets are common and binding to all the 

participant administrations. This means that the effort needed by individual administrations 

to meet them may be not identical (administrations with better baseline conditions will 

require less effort). However, in order to always incentivise performance improvements, in 

some cases the measurement of target achievement is modulated in order to account not 

only for the absolute, but also for the relative, improvement in performance (change in the 

relative performance of the region compared to the average performance of all the 

regions).53

Unlike the Italian scheme, the allocation of resources within the Polish performance scheme 

is not related to the achievement of final objectives, but to a certain level of certified 

expenditure. The scheme is directed at the national and regional OPs and it rewards priority 

axes that succeed in meeting the minimum thresholds of certified expenditure required by 

the European Commission. For the allocation of resources, a ranking system is adopted. This 

system relies on the following two certification criteria: 

                                        
49 Improving the competitiveness of the farm and forestry sector through support for restructuring, development 

and innovation; Improving the environment and the countryside through support for land management; 
Improving the quality of life in rural areas and encouraging diversification of economic activity.

50 They are used in the SWOT analysis and the definition of the Programme strategy and fall into two categories: 
the context-related baseline indicators and the objective-related baseline indicators. The former provide 
relevant information to assess the strengths and weaknesses of the region and involve drivers that may have 
either a supportive or an adverse effect on achieving a Programme’s objectives. The latter represent the 
reference value for measuring the progress of the Programme towards the achievement of targets.

51 Council Regulation (EC) No. 1698/2005 of 20 September 2005 on support for rural development by the 
European Agricultural Fund for Rural Development (EAFRD) Art. 81.2 “Each rural development Programme shall 
specify a limited number of additional indicators specific to that Programme”.

52 Improve students’ competence and broaden the population’s learning opportunities; Increase the availability of 
child and elderly care to foster women’s participation in the labour market; Protect and improve the quality of 
the environment, in relation to urban waste management; Protect and improve the quality of the environment, 
in relation to integrated water services.

53 In one case (indicator S.06 on the elderly population with domiciliary care) two regions had baseline values 
higher than the target value, but it was considered that, given the ageing population, keeping the indicator at 
the present value would, in any case, have required an effort.
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 The utilisation of EU funds, defined as the amount of EU resources certified by the 

MAs over those allocated to the Operational Programmes;

 The contracting criteria, defined as the share of contracted resources pursuing Lisbon 

Strategy’s objectives.

Financial input indicators are used to measure the level of expenditure. 

1.3.4 Reporting

Different arrangements are in place as regards the timing, responsibilities and methods of 

data collection. However, it should be noted that official statistical sources are commonly 

considered as the main reference to be used in order to ensure the comparability and the 

reliability of the data collected. 

As shown by the Italian case study, past experience teaches us that the monitoring systems 

and information provided by beneficiaries are unsuitable for the production and collection of 

result data. For this reason, target achievement is monitored on the basis of data provided 

by official statistical sources, at the national (Istat - National Institute of Statistics, 

Ministries or agencies), EU (Eurostat) or international level (OECD-PISA survey). In some 

cases, specific actions are foreseen in order to make complete and relevant information 

timely available for the functioning of the scheme.54 Data collected are then used for 

monitoring and mid-term and final verification purposes. 

Similarly, the WDIs of the World Bank delivery system have been compiled on an annual 

basis from acknowledged international and national data sources since 1960. They are taken 

in consideration for designing and evaluating country programmes, funded by IBRD or IDA.

As far as the Project Portfolio Performance rating (qualitative indicators) are concerned, they 

are self-assed by the Bank’s operational staff and reported in the Implementation 

Completion and Results report, prepared within six months of the final payment. The 

Independent Evaluation Group (IEG) reviews and validates the ratings and produces the 

Annual reviews of Development effectiveness.

With regard to the RD policy delivery system, the timing, responsibilities and methods of 

data collection differ according to the type of indicator identified (baseline, output, result 

and impact). Data collection and reporting involve different levels of governance: MAs,55

MS56 and the European Commission.57

The allocation of resources under the Polish Performance Reserve relies on the information 

provided by the monitoring system (the SIMIK 2007-2013 software system). All the 

authorities that manage the priority axes are required to supply data. The Ministry of 

Regional Development is obliged to prepare the calculations in accordance with the 

methodology of distribution of resources from the reserve. Apart from this duty within the 

system, no special provisions are made concerning the mode of data collection or conditions 

governing the access of MAs to resources from the reserve and to data.

                                        
54 For example a coordination mechanism was discussed with the OECD in order to have data available at NUTS 2 

instead of NUTS 1 level for one indicator included in the PISA survey. In the same vein the availability of some 
of the indicators with a scheduling more in line with the needs and deadlines of the scheme was discussed with 
Istat.

55 Responsible for the Annual Progress Report, containing data on output and results indicators from the 
monitoring system, together with the financial execution tables and a qualitative analysis.

56 The National Summary Report is the responsibility of the MS, which is required to submit one three times during 
the programming cycle (2010, 2012 and 2014).

57 A summary report must be presented every two years (2010, 2013 and 2015) with the main developments, 
trends and challenges related to the implementation of the National Strategy Plans and the Community 
Strategic Guidelines.
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1.3.5 Monitoring and evaluation

The quality of the monitoring and evaluation system is crucial for the implementation of a 

results-based policy. Although progress has been made to improve this tool, evidence from 

case studies confirms that it is still a problematic area. The setting of realistic targets and 

the identification of clear and measurable indicators are the main challenges associated with 

the current monitoring systems.

In the case of the Word Bank, monitoring and evaluation activities are performed by three 

kinds of actors: the borrower, the World Bank (including the regional staff and the 

headquarters’ officials) and the IEG. In any case, it is the Bank’s regional staff that is 

officially in charge of conducting monitoring activities and of self-evaluating the lending. 

These latter are then validated by the IEG, which verifies results and assesses the 

relevance, efficacy and efficiency of the Bank’s operational activities and processes. 

Currently, the Bank is strongly advocating the identification of indicators and targets in 

partnership with country-level institutions and stakeholders. When country, sector or 

thematic strategies have to be prepared, extensive consultations with all the interested 

parties are organised to better identify the priorities and the way results will be monitored 

and to improve ownership and governance mechanisms for the beneficiary. The Bank 

usually carries out a stakeholder mapping; identifying their position and capability is 

considered important in selecting the best indicators and defining proper targets. Another 

instrument used to build and strengthen M&E capacities in most of the countries is the 

Statistics for Results Facility (World Bank, 2009c).58  

As far as the Italian incentive scheme is concerned, the design and identification of 

indicators and targets was strongly bottom-up, with two years of discussion among all the 

participants with the aim of reinforcing ownership and clarifying the respective 

responsibilities. Moreover, huge efforts were made by the technical group to improve the 

quality, timeliness and consistency of the statistical data needed for the verification. 

Each administration was asked to prepare an Action Plan, in partnership with social and 

economic parties, indicating the specific actions, measures, resources and timing needed to 

achieve the final objectives, this turned out to be important. 

                                        
58 Launched by the Bank in collaboration with other donors, it aims specifically to help the poorest countries to 

build their capacity to increase the availability of statistic data. In practice, the Facility provides grants to meet 
any financial gap preventing the adoption of an efficient statistics collection and processing system. In parallel, 
it promotes the harmonisation and alignment of aid delivery by the donor community, also with the objective of 
fostering the exchange of evidence-based information and data.
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Table 7.  Main problems related to the implementation of a performance–based 

system

Main problems

World 

Bank

 Stakeholder consultation is imperative during the preparation of the strategy at 

country level

 Choice of appropriate indicators and targets among  the WDIs list on the basis of the

national strategy’s goals

 Need for a more interaction between local municipalities, national government and 

the bank after the design phase

Italy

 Initial efforts were needed to draft the Action Plan 

 Need for timely and consistent statistical information

 Two years of discussion before designing and identifying indicators and targets 

 A long and challenging negotiation to design the allocation mechanism

Poland

 The principles governing the mechanism were agreed two years after the start of the 

OPs

 Weak monitoring of results due to imperfections in data reporting and lack of 

efficient collection methods

 Different methodological tools make comparability very difficult

RDP
 Design of common measures for the MS

 Choice of appropriate indicators and targets

Source: Authors

The definition of a common list of indicators created some teething problems within the RD

policy framework. The precondition for the establishment of a common indicator framework 

was the design of pre-defined and common measures for all MS. This required greater effort 

from the European Commission in terms of a clear definition of the RD objectives to be 

achieved at EU level and of a range of related interventions from which Members States 

could choose.

The RD case confirms that stakeholder involvement is a key aspect of the implementation of 

a performance-based system. As in the case of the World Bank, which used consultation 

with stakeholders to improve the M&E system, within the RD policy framework, rural 

networks - that link the organisations and administrations involved in RD - are established 

at national and European level to collect and disseminate information as well as to exchange 

experiences and best practices. These networks reinforce the transparency and partnership 

of Programme design, implementation and evaluation. They also contribute to better 

visibility of EU support in rural areas.

The definition of indicators was not the main problem faced during the implementation of 

the Performance Reserve in Poland. More problematic was the fact that the principles 

governing the mechanism were not defined until the end of 2009, which was two years after 

the start of the Programmes. This created some problems if one considers that the system 

rewards those that are the fastest to spend the EU funds. Moreover, the monitoring of 

results is a weakness in the system, due to imperfections in data reporting and the lack of 

efficient collection methods. Moreover, the lack of homogeneous methodology for assessing 

and interpreting the specific values of outputs and results indicators (e.g. between regional 

OPs) makes it very difficult to compare the effects of the implementation of OPs.
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1.3.6 Incentive mechanisms

Different incentive mechanisms are in place in the cases reviewed to encourage involved 

actors to pursue an identified course of action. Evidence gathered from case studies shows 

that more than one mechanism can be used at the same time, depending on the 

beneficiary’s peculiarities and on the Project or Programme objectives. 

In the case of the delivery system for the World Bank policy, three different incentive 

mechanisms are used simultaneously: ex ante conditionality, multi-tranche disbursement 

and output-based aid (OBA). 

The first mechanism is directed at governments and consists of a mutual arrangement by 

which a government undertakes certain policy actions, in support of which the Bank or other 

agencies and institutions will provide specified amounts of financial assistance. 

As far as the multi-tranche disbursement mechanism is concerned, the target is to assess 

the progress of the country in enforcing reforms or in realising its strategy. The assistance is 

provided in one or more tranches, on the basis of a number of factors59. In case multiple 

tranches are scheduled, the disbursement of each tranche, after the first one, depends on 

the progress of the country in complying with the conditions of the assistance (e.g. 

macroeconomic conditionalities, administrative conditionalities, etc)60.

Unlike these two mechanisms, the OBA is directed at the private sector and is used for a 

specific purpose. It is adopted in cases where poor people are being excluded from basic 

services because they cannot afford to pay the full cost of service tariffs. With this approach, 

the Bank ties aid payments to the delivery to the poor of specific services or outputs, 

contracted by a third party, usually a private firm, which receives a subsidy to complement 

or replace the tariff. The subsidy is specifically targeted at the poor and it is performance-

based, since it is paid only after the services have been delivered and verified. 

Like the OBA adopted by the World Bank, the Italian government has used the incentive 

scheme to ensure that people access to high quality and affordable essential services.  

Unlike the OBA, this incentive does not directly target the private sector, but it involves 

government agencies, such as the Ministry for Education and the Mezzogiorno regional 

administrations. 

In particular, the overall financial provision – amounting to € 3 billion (from the Fund for 

Under-utilised Areas - FAS) - is distributed among participant administrations proportionally 

to their share of FAS funds.61 The potential maximum allocation per participant and per 

objective/indicator is agreed. The funds are distributed to the regional authorities which in 

turn can redistribute the funds to bodies and institutions effectively delivering the service, 

again through an incentive mechanism (this is established on a voluntary basis). 

As observed for the multi-tranche disbursement, funds are allocated in more than one 

tranche, - after an intermediate and a final verification - over a period of seven years. The 

intermediate verification allows for the appropriation of a share of the total incentive

(allocated to each indicator) in line with the degree of achievement of the final target (and 

in any case not exceeding 50% of the total incentive allocated to each indicator).

                                        
59 The country’s administrative capacity, institutional financing needs, other available financing sources, the 

content and phasing of the Programme being supported by the development policy operation. 
60 In case of the macroeconomic conditionalities, the Bank may collaborate with the IMF to ascertain the country’s 

performance.
61 The Fund for Under-utilised Areas, Fondo Aree Sottoutilizzate (FAS), established by Law 289/02, is the financial 

instrument for development policies directed at under-utilised areas. Resources from this Fund are additional to 
those made available by the national government and the EU (ERDF, ESF, CF). The planning and implementing 
instrument of FAS is included in the 2007-2013 National Strategic Framework. The relationship with the 
cohesion policy funding is therefore in terms of planning allignement and complementarity. 
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The main peculiarity of the Italian incentive scheme is the so called ‘flexibility clause’, which 

is unknown in the mechanisms adopted by the World Bank or by the Polish system. It is 

envisaged that the target will be considered met and the reward granted, even when it is 

not 100% met, but it is met by no less than 60%. However, this flexibility only applies if at 

least one target for each of the four objectives is 100% met. 

The incentive mechanism adopted by the Polish government aimed to stimulate competition 

among MAs with regard to the pace of contracting and spending of resources, rather than to

the achievement of specific targets, as instead happens in the Italian incentive scheme. 

Another important difference is that resources from the performance reserve are to be 

allocated to Programmes and priorities only once (in the first quarter of 2011) on the basis 

of data as at 31 December 2010.

Table 8.  The different incentive mechanisms at work

Incentive mechanisms

World Bank

 Ex ante conditionality directed at the government

 Multi-tranche disbursement directed at the government

 Output-based aid directed at the private sector

Italy

 Resources are targeted at the regional participant administrations and the 

Ministry for Education

 Allocation of the resources is conditioned by the achievement of the target 

 Each region is free to set up a regional incentive scheme directed at the 

service providers at a local level

Poland
 Allocation of the national resources is conditioned by the pace of contracting 

and spending 

RDP
 No direct incentive mechanism is applied

 Strategic reports and evaluation represent reputational incentives

Source: Authors

No financial incentive mechanisms are applied in the current delivery system of the RD

policy. The application of direct outcome conditionality was considered infeasible and difficult 

to control. However, arrangements of reputational nature– such as strategic reports and the 

evaluations – are aimed at supporting a performance-oriented approach in policy 

implementation. 

It is worth noting that a reputational aspect is also part of the incentive mechanisms 

adopted by the World Bank and the Italian government. In particular the Bank’s incentive 

mechanisms provide a visible signal of the borrower’s commitment, which, in turn, can 

attract further aid from other multilateral or bilateral donors. In the case of the Italian 

incentive scheme, great attention is paid to visibility and communication with stakeholders 

and the wider public. 

A reputational element can also be found for the Polish incentive scheme, since the MAs are 

forced to show the public their position in the ranking and explain the reasons behind their 

performance.
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1.3.7 Strengths and weaknesses of the systems reviewed

The aim of this section is to provide an overview of the main strengths and weaknesses of 

the schemes at work in the cases reviewed. 

An analysis of the case studies shows that a system based on a common list of indicators, 

such as the examples provided by the World Bank (using the WDIs and the performance 

rating), the RD (using the CMEF) and the Italian scheme (based on 11 indicators), can be 

considered a strength, as it delivers standardised and homogeneous information on the 

effectiveness of the policy, thus ensuring comparability and aggregation of results. However, 

as stated before, the setting up of such a system could be cumbersome. In the case of the 

RD delivery system and the Italian scheme, several consultations were undertaken to 

identify the appropriate indicators, as well as to set realistic targets. 

Despite enabling the comparability of the results achieved, the common list of indicators 

needs to be accompanied by other instruments aimed at encouraging actors to pursue an 

identified course of action. As for the RD delivery system, ongoing evaluation and the 

evaluation network are of paramount importance for translating the policy objectives into 

results , but they are not sufficiently strong. Discussion is underway on the subject of 

strengthening the RD delivery system with the application of incentives, linking access to 

the funds to achievement of objectives. In this regard, good examples come from the World 

Bank and the Italian cases. 

The incentive mechanisms adopted by the World Bank are potentially strong tools to 

promote an effective allocation of funds. Moreover, the possibility of combining them 

provides for flexibility in the system. The IDA PBA system and the use of a formula to link 

the allocation of funds to different weighted factors provide indications of which investment 

determinants should be considered in the policy delivery system, including the past 

performance of projects/Programmes, the economic context and institutional quality.

The positive aspect of the Italian incentive mechanism relies in the fact that financial 

resources allocation is conditioned by the achievement of targets. Moreover, the structure

(e.g. technical group acting as coordinator) 62 and the consultation process behind the 

application of the incentive mechanism help strategies and actions applied at different 

institutional levels (European, national and local) moving toward common objectives. The 

weakness of the Italian incentive scheme is the fact that the allocation of resources to each 

participant is proportional to the share of resources they receive under the National Fund 

(FAS funds). This implies that they are highly influenced by the substantial reform and 

rationalisation that ordinary national policy undergoes.

In addition to a common list of indicators and incentive mechanisms, monitoring and 

evaluation activities also represent strengths in a performance-based delivery system. In 

the case of the World Bank, the performance rating exercise need to be improved, since a 

certain level of discretion comes into play and there is a mismatch between the rates 

assigned by the Bank (self-evaluations) and those revised by the IEG, with the former being 

generally more optimistic than the latter. At this regard, the Annual Review of Development 

Effectiveness 2009 (World Bank, 2009d) highlights that the actual rating system needs to 

become more “meaningful” (i.e. relying on more relevant indicators) and accurate.

                                        
62 The reference is to a technical assistance group established at the central level with the responsibility of coordi-

nating and supporting the entire process, by organising monitoring meeting, providing training opportunities, 
circulating and making information available, etc. In the Italian example, this group include representatives of 
the Development Policy Department of the Ministry of Economic Development, participating Regions, the Minis-
try of Education and the Italian National Institute of Statistics.
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However, putting too much emphasis on the project performance rating exercise would be a 

limitation, because projects are rated more or less satisfactory on the extent to which 

operations’ activities have been achieved. However, the project complexity varies 

considerably case by case. Thus, the information gathered by the project performance rating 

exercise has to be complemented by a more qualitative evaluation of the economic, social, 

political and institutional context and of the specific elements of a project. 

With reference to the monitoring and evaluation activities, it appears that commonly agreed 

clear and transparent rules facilitate the implementation of the policy and the sound 

management of resources.  As pointed out by the Polish case study with regard to results, it 

is important to apply standard methodological tools for monitoring and evaluation purposes, 

thus ensuring the comparability of the information collected. 

Table 9.  Strengths and weaknesses of reviewed performance-based delivery 

systems

Strengths Weaknesses

World Bank

 Annual overview of the Bank’s 

operational effectiveness

 Comparability and aggregation of 

results

 Strong incentive mechanisms

 Discretion in the project rating 

exercise 

 Need for a more “meaningful” and 

accurate rating system

 Too much emphasis on the 

performance results is a limitation

Italy

 Coordination and agreement among 

the different participants

 Governance structure

 Allocation of resources anchored to 

the share of FAS funds

Poland

 Transparency of the methodology of 

resource distribution

 Simple and prompt monitoring 

process with regard to inputs

 Lack of standard methodological 

tools for monitoring and evaluation 

of results

RDP

 Standardised and homogeneous 

information on the effectiveness of 

the policy

 CMEF, ongoing evaluation and the 

evaluation network are of paramount 

importance

 No financial incentive mechanism

 CMEF proved somewhat 

cumbersome

Source: Authors

1.4 Concluding remarks 

A conceptual model based on the principal-agent dilemma justifies the recourse to 

performance indicators as part of the solution to the information problem inherent in a 

multi-level governance system such as the Cohesion Policy. What is more, the model puts 

forward a strong case for establishing incentives considered to be an essential component 

contributing to enforcing the contracts agreed between the different levels of government in 

order to pursue regional development objectives. The model is also useful to identify 

practical steps to take when establishing a performance-based policy delivery system. 

In fact, both the literature review and the case studies show how difficult it is to implement 

and take advantage of some arrangements, such as performance indicator systems. 
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When dealing with incentive mechanisms, both show that, in the real world, actual examples 

of systems making an effective use of them are rare. 

Evidence from both the literature review and the case studies confirms that well-defined 

objectives, measured through an appropriate set of indicators and targets, are key 

ingredients of a performance-based delivery system. However, the case studies and, to 

some extent, also the literature review show that this is a general principle that is not in 

reality straightforward to implement. As a matter of fact, the case studies illustrate that for 

indicator systems to be effective, very sui generis arrangements are adopted. 

For example, the RD policy appears to have established a very satisfactory indicator system, 

associated with different objectives declined along an interventions logic chain. These 

indicators can be aggregated and compared at EU level, across programmes. In fact, this is 

possible because of the way Programmes are structured (around a binding common format), 

and because the interventions accounted for are generally straightforward (in contrast with 

Cohesion Policy which implements complex programmes articulating different types of 

interventions). 

Likewise, in the Italian case that relies on only 11 result indicators, lengthy discussions took 

place among stakeholders about their selection and interpretation (together with their 

associated targets) so as to avoid any controversy. It also deliberately avoided relying on 

monitoring data and instead opted for standard statistical sources. 

The World Bank, on the other hand, relies on both qualitative and quantitative indicators. 

The former result from a common scale for project ratings that ensures comparability and 

aggregability, but in fact there are difficulties in establishing uncontroversial project ratings 

because of their very qualitative nature. As for quantitative indicators, they come from 

national and international statistical sources. A dense array of evaluation exercises are 

carried out by different actors on the basis of the two types of indicators (WDIs are mainly 

used to assess country programme funded by IBRD or IDA, while the performing rating 

indicators to assess Bank’s performance at project level).

As already pointed out in the literature review, the case studies show that incentives can 

take very different forms. While the mechanisms are broadly similar in Italy and Poland 

based on the ex post distribution of a financial reward, the World Bank has a distinct 

approach, mainly based on the mobilisation of ex ante conditionalities. Italy is apparently 

successful in implementing an ambitious incentive scheme based on results (and not just 

financial absorption as in the Polish case, which is simpler to measure). But again, this is 

due to a series of specific features well suited to the Italian context and the precise scheme 

that was set up. In this respect, the room for flexibility introduced in the assessment 

process is of particular importance, as is the political commitment and the mobilisation of 

stakeholders (this latter point is also discussed in the World Bank case – and generally 

stressed throughout the literature review). However, one main issue remains relatively 

untackled in the Italian case. As a matter of fact, the causal link that should, according to 

the conceptual model, take place between the actions engaged and the results measured is 

in fact not clearly established. 

A further message of general interest resulting from the case studies and in part validated 

by the literature review, is to note how performance indicators need to be contextualised 

and embedded in a wider interpretative framework. This is clearly the case for the World 

Bank and the RD policy, but also to some extent for the Italian example.
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2. EVIDENCE FROM INTERVIEWS

KEY FINDINGS

 The general principle of performance orientation is well accepted by the interviewees 

and a more performance-based delivery system for Cohesion Policy is welcomed. 

However, different understandings of performance are at stake.

 Performance measurement is considered challenging. Quantitative information 

(provided by the indicators system) is generally perceived as not exhaustive enough 

to describe the performance (e.g. for soft operations) and, therefore, qualitative 

considerations are needed to complete the picture.

 Monitoring and evaluation play a key role for measuring performance. However, they 

need to be further strengthened and more linked to one another. Timing and 

modalities of evaluations need to be improved and an objective and independent 

assessment is demanded.

 A simplification of the hierarchy of objectives and of the indicators system is 

considered crucial by the majority of interviewees. Few, clear and reliable indicators 

are needed and they should be “owned” by all the stakeholders involved.

 There is some confusion among the interviewees about the role of the types of 

indicator currently adopted (input, output, outcome and impact). Their selection is 

considered a delicate question at all the levels of governance and no general 

agreement was found on the usefulness of having a common set of mandatory 

indicators.

 Preliminary context analysis and round tables with local stakeholders are the main 

proposals put on the table for setting target as realistically as possible.

 Incentive mechanisms are generally considered useless and potentially harmful 

because of their perverse effects. However, rewarding for doing well is more 

accepted than sanctioning for not doing well. To this end, reputational mechanisms 

are considered to be more acceptable than financial ones.

 Strengthening current administrative capacities, reducing the administrative burden, 

improving ownership and accountability are the key factors considered to be 

facilitating the establishment of a more performance-based delivery system. 

 A performance-based delivery system for Cohesion Policy cannot be designed in a

“one size fits all” way; country specific issues should be considered.

This chapter presents the views collected through interviews with public administration 

officials (at EU, national and regional level), and with other relevant categories of 

stakeholders (intermediate bodies (IBs) and beneficiaries) involved in the implementation of 

the Cohesion Policy63. 

It is worth stressing that due to the very nature of the panel of respondents (see Annex III 

in Volume II of the study) these views are not necessarily representative of the wider 

category of stakeholders to which the interviewees belong. Therefore, the logic followed in 

summarising and presenting the different opinions was rather to put the different arguments 

on the table, even when they were expressed by a minority of respondents (or by just one 

                                        
63 Opinions reported in this chapter have been collected from interviews carried out between March and May 2011.
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respondent) provided they were considered to offer significant insight in contributing to the 

progress of the debate. 

2.1 Findings by main theme from the national and regional 

perspective

This section presents the national and regional perspective on a more performance-based 

delivery system for Cohesion Policy. Like in the previous chapter (i.e. for literature review 

and case studies), the opinions put forward by 46 regional administrators, 20 national 

officials, two high level politicians and eight IBs are illustrated following the different project 

cycle phases. To start, however, a closer look at the understanding of the performance 

concept is taken.

2.1.1 Definition of performance 

The principle of performance orientation was generally well accepted by the interviewees. 

Being informed about performance is considered to be crucial for ensuring efficient policy 

implementation. Despite this general agreement, different opinions were collected on what 

is meant by performance. The following different perceptions of performance were recorded:

 Performance is understood as the capacity to comply with procedural requirements. A 

good performance is achieved if no irregularities take place. In fact, few respondents 

considered this definition to be complete or pertinent on its own. Compliance with 

regulatory requirements was rather called into play either as a prerequisite before 

other forms of performance could be considered, or as an obstacle to devoting 

attention to a more result-based definition of performance. 

 Performance is intended in relation to sound financial planning and management. 

According to this definition, a Programme is performing well if a good pace of 

spending and financial absorption of EU resources is ensured. This view was held 

principally at a regional level and in different countries (for example in France and 

Italy). Again, when this perspective was adopted, it was considered to be a 

prerequisite to the consideration of other definitions of performance, and sometimes 

also as a factor hampering concern for other performance criteria.

 Performance is intended in relation to the capacity of the Programme/Project to 

attain its objectives, expressed in targets. A Programme or a Project has performed 

well if targets have been met. This approach was frequently adopted throughout the 

interviews. Differentiation among opinions takes place around the issue of the level 

of analysis (Project or Programme - see below). 

 Performance refers to the wider effects of a Policy/Programme, including not only the 

quantitative results achieved, but also the qualitative aspects of the Policy’s 

implementation (e.g. the ability to promote collaboration among institutions). This 

opinion was more likely to be voiced at strategic and/or national level, but, 

interestingly, several regional administrators also shared the same view. 

 Performance is understood as the capacity of the Policy to influence macro-economic 

conditions, meaning the ability to influence local development (and, for example, to 

contribute to meeting the Growth and Stability Pact). Often this view was not 

endorsed on the grounds of the difficulty in establishing an exclusive link between 

Policy intervention and macroeconomic aggregates (e.g. in Ireland and France).
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Favouring one definition or another appeared to depend on the function of the interviewee 

and his/her level of governance. For example, among Italian interviewees, national 

administrators tended to favour the view that performance covers the contribution of the 

public intervention to the welfare of the community and the intervention’s value for money. 

Regional administrators, on the other hand, focussed on financial and procedural issues. 

Also, different definitions were handled together. Respondents in Finland, France and 

Lithuania argued that performance could be understood at the same time in a narrow or in a 

broader way. For example, one regional administrator in Finland stressed that the 

performance of individual projects can be considered in a narrow sense (output and 

outcome compared to project objectives); while for a Programme performance should be 

thought of in a broader sense by linking outcomes to the whole development and state of 

the region.

2.1.2 Defining objectives

The interviewees – both at regional and national level – agreed that fewer and clearer 

objectives were needed at all programming levels. 

According to a cascade system, they agreed that the strategic EU objectives should be 

defined as a few, detailed objectives at national and regional level. As suggested by some 

regional administrators in France, while the objectives at EU level could be more general (for 

instance “to increase tourism”), those at national and regional level should be more 

operational and detailed (for instance, to increase the number of tourists). As regards the 

current system of objectives, the integration of the so-called “horizontal priorities” (e.g. 

sustainable development or equal opportunities) is more cumbersome.

Looking at future Cohesion Policy architecture, a national administrator in Ireland stressed 

that it was important when designing OPs to demonstrate they were achieving Europe 2020 

objectives. Furthermore, in order to ensure that spending moves in this direction, one 

suggestion was to have a list of categories of interventions at EU level (which refer to the 

five objectives of Europe 2020 strategy) from which MS can choose the most suitable for 

their specific contest. 

Some interviewees considered that an “integrated approach” was needed between EU policy 

and the national one. As pointed out by the MA in Galicia, the Cohesion Policy cannot be the 

main instrument to guarantee the achievement of the strategic convergence objective, as 

far more resources would be needed. From this viewpoint, the best solution would be that 

both EU strategy and the national Programmes should have fewer, less ambitious and 

strictly integrated objectives. 

Most of the interviewees were of the opinion that strategic objectives should be set during 

the whole programming period, while revisions could be applied to national and regional 

objectives. The reason was that changes could occur at national and regional levels during 

the programming period (e.g. economic and financial crises). As pointed out by an 

intermediate body in the UK, a common framework helps to ensure that national and 

regional Programme strategies are coordinated with the EU ones. However, “more freedom” 

should be given to MS/Regions insofar as they might need to face unexpected challenges.

In general, the process of consultation with all the relevant stakeholders, including 

beneficiaries, was considered to be crucial to ensure clear objectives, as well as consistency 

among all the programming levels. On a scale from 1 to 4 (where 1 is very low and 4 very 

high),64 the involvement of stakeholders is perceived as a key factor for the formulation of 

                                        
64 Based on responses from 11 national administrators, 32 regional and two intermediate bodies.
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objectives (as well as indicators and targets) by national and regional administrators (who 

expressed average judgements of 2.55 and 2.34, respectively), rather than IBs (an average 

of 2.00), thus confirming their need for a wider political legitimacy and a larger consensus 

from the local context. Given that consultation should be as broad as possible, some 

interviewees suggested that the final responsibility should lie with the MAs. 

2.1.3 Selecting indicators

The selection of indicators was considered a “painful” question both at national and regional 

level. 

Although largely simplified compared to the 2000-2006 programming period, the current 

indicator system is still considered too complex by the majority of regional administrators 

interviewed. It relies on too many indicators that do not aptly describe the objectives, as 

they provide information on the absorption of resources rather than on the results achieved. 

Furthermore, the high number of indicators makes monitoring and reporting cumbersome 

processes. A few clear, well-defined and reliable indicators are therefore demanded. 

The views of the interviewees at national level were more positive in comparison. The 

system currently adopted was considered useful for Programme management, evaluation 

and assessment of performance. On a scale from 1 to 4 (where 1 is very low and 4 very 

high), the opinions expressed by respondents65 at national level were higher than those at 

regional level (an average of 2.73 against 2.47) and IBs (an average of 2.50). This 

difference could be interpreted as a sign that the usefulness of this instrument is not yet 

completely understood among the latter two categories. Accordingly, it was pointed out that 

more clarity is needed on the meaning of objectives, indicators and targets, which are often 

misinterpreted.

On the basis of past and current experiences, both national and regional officials agreed that 

indicators should not be static for the whole programming period, since the global and 

regional situation could undergo some changes. Accordingly, a revision of the indicator 

system should be possible. The standpoint of many national and regional administrators was 

similar also with regard to the fact that the selection of indicators, as well as their revision, 

should not be made via a top-down approach, since this precludes their being really 

understood and shared by the actors involved in the implementation of the 

Policy/Programme. Indicators should, instead, be “owned” by the stakeholders involved and 

to this end a consultation process, involving the European Commission, MAs and interested 

stakeholders (even beneficiaries), is needed. 

In general, the interviewees agreed that the usefulness of the indicator system should be 

increased in view of a more performance-based delivery system. A first problem to be 

solved is how to aggregate the results achieved and compare performance, without 

neglecting the regional and local specificities. Interestingly, respondents at national level 

were far more concerned about the problem of comparability than those at regional level. A 

further interesting aspect is that, on a scale from 1 to 4, national respondents felt there was 

a greater need for comparability of data between regions than between countries (average 

assessments of 3.00 and 1.82, respectively).66 With a view to comparability, the solution 

mostly supported at both national and regional level was to define a common set of 

indicators, intended as a broad menu from which regions “pick out” those most suitable for 

them. 

                                        
65 Based on responses from 11 national administrators, 32 regional and two intermediate bodies.
66 Based on responses from 11 national administrators.
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Furthermore, this common list could be complemented by additional specific indicators, if 

needed. Some positive experiences in this regard were also reported by the interviewees 

from regional and national authorities in the UK.

Box 7.  The UK experience with a common framework of indicators

THE UK EXPERIENCE WITH A COMMON FRAMEWORK OF INDICATORS

In the UK a common indicator framework is currently used, which establishes common 

indicators for the outputs, results and impacts of all ERDF programmes. It includes 16 

output, 13 result and five impact indicators. They focus on local problems and are structured 

in a very detailed way (especially the output indicators) with the aim of demonstrating what 

progress has been achieved. Moreover, with the current level of guidance, explanations and 

detail, it is very unlikely that their rationale and use could not be understood.

This system is considered a definite improvement compared to the 2000-2006 programming 

period, where inconsistencies over definitions and calculation methods were found. The only 

grey area concerns the five impact indicators, because a system has yet to be set up that is 

actually capable of measuring their achievement. For the previous period an evaluation was 

carried out to assess the long term impacts of the East of England Operational Programme, 

but it did not come up with any clear conclusions on achievements. 

This common framework enables data to be aggregated and comparisons to be made 

between programmes in areas such as business support and jobs created. Nevertheless, in 

order to preserve the specificity of each OP, it allows extra indicators to be added, which are 

more tailored to the local needs.

Source: Authors on interview reports

Some interviewees stated that the establishment of a common set of indicators could be too 

cumbersome, if the EC does not provide guidelines on how they should be interpreted and 

used. This is a particularly debated question in Germany. As the national co-ordination 

agent for EU Cohesion Policy in Germany, the Federal Ministry of Economic Affairs and 

Technology is closely involved in the discussion with the European Commission about the 

difficulty in comparing data across the “Bundeslaender”, where identical indicators are 

applied with a different approach (e.g. in one Programme additional jobs are only counted 

for business grants/loans, while in other Programmes jobs created by risk capital and R&D 

are also recorded).

Different opinions were observed on whether common indicators should be mandatory or 

not for each Member State and at what level they should be set. In this regard, the majority 

of interviewees at national level support the idea of establishing a mandatory common set of 

indicators at EU level, thus also enabling consistency with Europe 2020 strategy. At the 

regional administration level it is worth noting that interviewees were not opposed to the 

establishment of a common list of core indicators at EU level. However, the UK regional 

authority stressed that this list should be made with a certain degree of flexibility, taking 

into account the different initial economic conditions between Convergence and 

Competiveness regions, as well as between different MS, in particular the EU-15 and the EU-

12. Some regional administrators in Italy also suggested that common indicators could be 

established for each category of expenditure.

Another crucial argument that was discussed with the interviewees was whether indicators 

measuring the performance of a Programme/Project should be of a quantitative or 

qualitative nature. Two different positions were observed in this regard. On the one hand, 

there were those who shared the opinion that qualitative indicators are not useful to 
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properly describe the results achieved. Accordingly, a performance-based delivery system 

should give more importance to clear and quantitative indicators. This position is mainly 

supported by regional administrators with specific expertise in monitoring and evaluation, 

whose main question is how to record and measure the performance on the ground. On the 

other hand, the majority of interviewees – especially those with a more strategic outlook 

both at national and regional level - considered the numerical information provided by the 

indicators systems insufficient to measure performance. As stated by the Managing 

Authority of the Thüringen OP, quantitative indicators are often proxy variables that do not 

give a comprehensive picture of performance, as they are unable to capture the “soft” and 

immaterial results achieved, which cannot be quantitatively assessed. For this reason, a 

financial conditionality linked to performance assessed on the basis of numerical information 

is unacceptable and attention to the qualitative information is, therefore, demanded. 

As far as the type of indicator is concerned, the majority of interviewees at regional level 

considered it crucial for public spending to focus on output and result indicators instead of 

input. However, it was generally accepted that measurement is cumbersome, and result 

indicators and methodological guidelines for their calculation would be useful. The same 

applies for impact indicators. Although some interviewees claimed that these indicators were 

useful, they recognised that their calculation was rather difficult.

The usefulness of results and output indicators was also acknowledged by national officials, 

even though the former were considered to be more relevant, as they show the effects of 

the intervention.  

Another issue put forward was the level at which indicators should be defined.  Many 

interviewees – both at national and regional level – considered the Programme level – and 

in particular the priority axis - the most appropriate for setting indicators, because due to its 

nature it avoids being too generic at the strategic level and not specific enough at the 

Project level, thus guaranteeing the possibility of comparing data across Projects/Regions. 

Others believed that indicators should be set at all levels of the delivery system, each of 

them having its own specificity. In addition to these two positions, there were some 

interviewees from regional authorities who supported the opinion that indicators should be 

set at Project level, because they would be easier to measure.

Some respondents stressed that the causal link between Projects and their outputs was 

perceived to be clearer and easier to measure than the link between Programme and 

outcomes. In Belgium, for example, the general principle of performance orientation was 

well accepted by regional administrators, especially if it was intended in terms of outputs at 

Project level, as indeed the causal link between Projects and their outputs was perceived to 

be much clearer and easier to measure than the link between Project/Programme outcomes 

and impacts. The same line of argument was put forward in the UK, Irish and Spanish 

interviews. 

Also, in countries like Belgium, Ireland, Finland and Spain (and in one occurrence at regional 

level in Poland), it was noted that the causal link between a SF intervention and its results 

was generally looser in the case of immaterial investments (e.g. R&D, support to 

enterprises) than for physical investments - the effects in the first case being of an 

intangible nature. Therefore, monitoring data concerning infrastructures, for example, were 

more reliable. 
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2.1.4 Target setting

The interviewees agreed on the usefulness of setting targets and on the need to set them as 

realistically as possible. As some interviewees in Italy stressed, “targets should be set, as 

they create a psychological effect, by encouraging one to think in terms of the results to be 

achieved”.

Different opinions were collected on the issue of on how to set realistic targets.

A certain scepticism was observed among the interviewees at national level. The challenge 

broadly perceived deals with the impossibility of foreseeing future conditions and other 

factors that might affect project implementation. 

According to the national administrators in Lithuania, France and Poland, there was not 

enough forecasting ability in the programming phase. It was felt that it would be better to 

set targets two years after the Programme is launched. Furthermore, there was a broad 

consensus on the need to consider targets as an information tool. Thus, targets should not 

be associated with sanctions/rewards, as the main consequence would be that unrealistic 

and underestimated targets would be set, thus making the system ineffective.  

The risk of opportunistic behaviour was also recognised by the interviewees at regional 

level. However, compared to the national one, their standpoint - regarding the feasibility of 

setting realistic targets - was much more optimistic. 

Preliminary context analyses, as well as round tables with local stakeholders and interested 

economic actors were considered of great value for this purpose. The Managing Authority of 

the Sardinia OP suggested that one way to guarantee that realistic targets were set could be 

to fix them for short periods. In this way the psychological effect is boosted because the 

attainment of the first step increases the incentive to reach the next one.

A further suggestion came from the experience of regional administrators in Belgium. In 

their experience expressing targets as a range of values was considered a guarantee for 

ensuring flexibility among regions and for preventing them from establishing unrealistic 

targets. Regions can, depending on their specificities, reach the minimum in the range 

without having to reach the maximum. 

Another issue debated with interviewees was whether targets should be mandatory or not.

Among national respondents opinions were quite different. Some interviewees considered 

that common mandatory targets (such as improving innovation competence or schooling 

systems and safeguarding the environment) should be established and they should reflect 

Europe 2020 strategy. This proposal was considered totally unacceptable by others, who 

supported the idea that starting positions and living conditions were very different among 

MS. Instead of common mandatory targets, they thought that targets should be adapted to 

the country’s specificities and should not be linked to sanctions. For instance, it was pointed 

out by national officials in Lithuania that the expression “mandatory” can be dissuasive. MS 

are not inclined to set mandatory targets because they do not wish to be punished with 

sanctions for not achieving them. On the face of it, it is considered that finding consensus 

among MS on what the main priorities at EU level are can facilitate a voluntary process of 

target setting.

Looking at the position of regional administrators, it was broadly stressed that mandatory 

targets do not make sense, especially when there is no a strong causality between the 

actions put in place and the results observed. From their experience, the MAs interviewed 

admitted that the achievement of targets was often influenced by issues beyond the 

programmes’ (or applicants’) control, such as the economic recession that occurred in the 

UK. According to the Managing Authority of the Thüringen OP, setting compulsory targets 
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was not even considered possible for growth and employment, because there were other 

independent variables (e.g. the financial market crisis or other demand or supply shocks 

outside the Programme) that determined them. Automatic sanctions were therefore 

considered questionable. The only case where the MA thought that financial consequences 

could be applied was when irregularities or mismanagement occurred in the Programme 

implementation.

Unlike the regional administrators, the implementing agencies in Spain were more oriented 

towards compulsory targets. In this regard, they suggested that the greater the 

achievement of targets is, the greater the financial reward should be in the following 

programming period. In addition, they pointed out that different targets should exist in the 

Convergence and Competitiveness regions, given the different starting levels (for instance, 

it would be nonsense to ask Convergence regions to invest in R&D, while this is not the case 

for Competitiveness regions).

A further aspect discussed deals with the level at which targets should be set. Regarding 

this point, regional administrators broadly supported the need to set targets at Programme 

and Project level. This opinion was shared by some interviewees at national level, according 

to whom EU level targets were meaningless, given the specificities of each MS, and not well 

understood. 

A key message arising from the interviews carried out at national level was that often 

quantitative targets are inappropriate. Some national administrators (in Lithuania and in 

Germany) pointed out that there are several fields where it does not make sense to quantify 

targets, such as for interventions of urban development or improvement of accessibility. The 

reason for this has to do with the assumption that quantifiable proxy variables often do not 

sufficiently capture the rationale of “soft” interventions. The only solution, then, is to define 

targets qualitatively, e.g. the level of satisfaction with an intervention or similar.

Who must set the targets was another issue discussed with the implementing agencies and 

regional administrators interviewed. The main finding was that targets cannot be set 

through a “top-down” approach (EC and national authorities), since the participation of the 

local contest (regional authorities and other relevant stakeholders) is a guarantee to ensure 

that these values are realistically set and are well understood and shared by those in charge 

of Programme implementation. As pointed out by the UK implementing agencies, the 

concept of localism should be applied: the local level is more aware of the people’s needs 

and should, therefore, play the biggest role. 

2.1.5 Performance measurement: monitoring

How to measure or account for performance is a matter debated under different aspects 

including issues related to both monitoring and evaluation activities. 

A wider perspective on performance 

Even before addressing the measurement (or assessment) issue, a few interviewees put the 

debate on performance into a wider perspective. For example, one French respondent at the 

national level argued that performance was also an issue to be addressed upstream in the 

Programme cycle and not only downstream through measurement or assessment: 

performance is to be generated, for example, through the process of project selection or 

through good quality programming. The same view was voiced by a Spanish interviewee at 

regional level according to whom good ex ante programming guaranteed that the Project 

outputs contributed to achieving the Programme’s final objectives: “trying to achieve the 

results of the policy is one thing, but measuring the results of that policy is another”.  

German position in the debate initiated by the European Commission about a more 
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performance-based Cohesion Policy is that performance measurement is not the same as 

performance management. 

The pros and cons of current monitoring systems

In general, importance was given to the role of indicators (both qualitative and quantitative) 

and of the monitoring system in providing information on progress towards result 

achievement. However, opinions were divided as to whether the monitoring system provided 

useful and reliable data. 

In Spain, for example, the indicator system was considered to be a useful tool even though 

it required enormous efforts to improve its quality in terms of choosing a proper indicator 

system. In contrast, the Lithuanian interviews underlined that the current monitoring 

system was inadequate: it was mainly based on output indicators that said little about the 

real effects. Similarly, in France there was scepticism about the current value of the 

monitoring system for assessing Programme performance because of the cumbersome 

aspect of indicator systems adopted at regional level (too many and un-measurable 

indicators). In Finland there were contradicting opinions as to whether the data produced by 

the monitoring system was valuable also for national programmes and strategies. 

Interviewees found that the importance of qualitative targets and results had decreased 

over time, while the concentration on quantitative indicators had increased. Yet, quantitative 

data does not give a comprehensive picture of the performance. Also, UK interviewees were 

rather critical of the “minutiae” of monitoring, because the focus on these and on audit 

activities diverts attention from assessing the important elements of the policy, e.g., the 

maximization of value for money. A Polish regional administrator explained that monitoring 

data could not be used when quick decisions about Programme management needed to be 

taken, because often they are available too late or refer to the previous years.

A positive opinion regarding the monitoring system was expressed by the MA of the 

Thüringen OP, according to whom the system currently adopted was considered of great 

value for evidence-based policy-making. It is based on a broad range of indicators and data 

are being timely fed into the system through electronic procedures. However, not all kinds 

of policy intervention, application procedures and monitoring are already electronically 

linked to each other, but it was pointed out that important progress is planned for the near 

future. 

Some interviewees noted that the relevance of the data produced by current monitoring 

systems depended on the level of analysis or types of indicators. For a start, as underlined 

by the Polish administrator of a national OP, the monitoring system produces good financial 

data. 

Respondents often stressed that monitoring systems offered partly inadequate data at 

programme level since it was often too focused on output indicators (this was frequently 

reiterated throughout the Polish interviews at regional level, for example). 

The limitation of performance measurement through quantitative monitoring data

As partially seen already in 3.1.3 interviewees identified different factors that hamper 

performance measurement through quantitative indicators: 

 Such an approach may fail to account for intangible effects (e.g. institutional learning 

as put forward by an intermediate body from the UK).

 This approach may also fail to capture structural long-term and inter-sectoral effects 

that are in principle typical of Cohesion Policy (Polish and French respondents).
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 It is difficult to disentangle the specific effects of Cohesion Policy from the effects of 

other public interventions (German and French respondents) and to take into account 

external shocks (UK respondents). 

As an illustration of this last point, it was noted in Ireland that the effect of SF interventions 

was diluted among other policies’ impacts and, therefore, difficult to assess per se (the 

same argument was reiterated in interviews in France and Spain). Hence, a regional 

administrator in France preferred to refer to policy effectiveness (rather than performance) 

and to include the effects of different public interventions in the analysis (not only SF).

Some interviewees from Germany, Lithuania and Spain took a further step and considered 

the risk associated with the use of quantitative monitoring data.  According to a German 

interviewee, indicators were in many cases proxy variables that were incapable of capturing 

the entire rationale of an intervention (that said, a strong case was made to improve the 

quality and utility of indicators). The risk was that the wrong decisions were taken, and that 

performance measurement/assessment became control (French and Lithuanian 

respondents). 

Rebalancing a quantitative focus with qualitative elements

Overall, there was no fundamental questioning, rather an invitation to improve indicator 

systems which are centred on quantitative indicators. Many interviewees shared the opinion 

that quantitative measurement should be further complemented with more qualitative 

considerations. This was especially true of those interviewees in favour of a broad definition 

of performance. For a number of interviewees, it is difficult to just measure performance

given its complex nature; it is, instead, worth assessing it. 

For example, interviews with an Irish administrator at regional level put forward the 

complexity of what ‘success’ can mean in the framework of Cohesion Policy. In order to 

really understand what is achieved a comprehensive picture should be provided, enriched 

also by qualitative information, for example, by following the trail of outputs-results-impacts 

of specific interventions and providing details about the specificities of the results obtained 

(e.g. for incubators: types of company, progress made on the baseline and past trends, 

relation to context situation, and so on). In the same vein, an interview at the German 

federal level highlighted that the issue at stake was not to look at results and impacts 

through indicators, but to better understand the spillover of effects. The same opinion was 

voiced by the MA of the Hessen OP. 

2.1.6 Performance measurement: evaluation

In this context, evaluation was considered to play a very important role. 

Link between evaluation and programming 

In general, evaluation was considered to be fundamental and needed to be more linked to 

management. In Ireland and Spain, for example, evaluation activities were deemed to be 

effective and useful for programming. In Lithuania much importance was placed on 

evaluation as the main tool spearheading the way towards a more result-based policy 

delivery system. 
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Link between monitoring and evaluation

A more debated issue was whether and how quantitative monitoring and evaluation 

activities should be closely linked in order to be useful for Programme management. 

For example, the link between monitoring and evaluation seems to be working particularly 

well in the case of the Thüringen OP. Thanks to a monitoring system with a broad scope of 

indicators that are regularly updated, evaluation can work on the basis of a huge database, 

allowing for more emphasis on research behind the numbers.

Many interviewees felt there should indeed be a direct link between monitoring and 

evaluation. In Finland qualitative and professionally conducted in-depth evaluations were 

considered to be more useful and of greater value than evaluations based on quantitative 

data alone. As stressed by one Finnish respondent at regional level, data produced by the 

monitoring system and evaluation should be merged. In particular, the reasons why some 

indicators might increase and others decrease should be elaborated through evaluation. 

Likewise, in the view of a UK respondent at regional level, what mattered was to develop a 

“narrative” that explained why targets had been met or not. According to an interviewee 

from Lithuania, monitoring should be adapted to new evaluation requirements (for instance 

the use of the counterfactual method). While stressing the need for a direct link there was 

also a request for recognising the specific role of the two activities. 

On at least one occasion in France the opinion was voiced that evaluation should not be the 

prolongation of monitoring and that the two activities should be distinct (evaluation, 

generally, does not look at Projects, while monitoring does on the basis of output 

indicators). The two are important, but one (monitoring) should not develop at the expense 

of the other (evaluation).

At an operational level, some interviewees stressed that although linked conceptually, the 

two activities of monitoring and evaluation should be performed by different people as they 

require different skills. Thus, a French interviewee asked for two independent entities: one 

responsible for the collection of data and one for its assessment. 

Interestingly, a size factor was introduced in the German interviews. Indeed, monitoring 

capacities might vary depending on the size of the OP under consideration. For instance, the 

effective monitoring system at work in the rather large Thüringen OP is considered to be of 

use to evaluation in pointing out relevant deviations from expected evolutions. On the face 

of it, in the view of the Managing Authority of the relatively smaller Hessen OP, evaluation is 

more relevant for Programme management than indicators from the monitoring system 

simply because the latter is insufficiently developed.

Link between evaluation and politics 

In general, there was a demand for the formulation of evaluation results and 

recommendations as close as possible to the specific conditions on the ground, so that they 

can be easily applied in the current or next programming period. Moreover, several 

interviewees considered that key conclusions should be discussed in regular political 

debates. This would improve the usefulness of these evaluation exercises and make them 

more politically incisive.

Timing and modalities

Evaluation should not only be an ex post exercise. For example, Irish and Belgium regional 

authorities considered ongoing evaluation to be very useful from an operational point of 

view because it allowed them to revise targets and adjust the Programme if needed. To 

make ongoing evaluation more valuable, a Spanish interviewee suggested carrying it out 
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twice during the programming period: first when about 40 percent of the projects have been 

implemented and then when the projects implemented reach about 70 percent.

Regional authorities in Belgium and the UK considered the ex post evaluation results, which 

in principle should guide future programming, to be produced too late and, therefore, to be 

of less value in practice than ongoing evaluations for example. Finnish interviewees also 

found timing to be an issue, with evaluations carried out too late in the process (when the 

next Programme has already been drafted) or too early (when effects cannot yet be seen).

The merits of ex ante evaluation were also discussed, for example the MA of Hessen put 

forward its advantages as did Spanish interviewees, while the MA of North Rhine-Westphalia 

was more sceptical about it. 

Thematic evaluations, which look at structural policies more holistically, and do not isolate 

just ERDF interventions, were considered useful. They were thought to be of specific interest 

in Germany. On the other hand, it is important to establish the actual problems of a 

programme and then to commission a focussed evaluation that allows timely policy 

decisions.

Methods and approaches 

Case studies were the most recommended methodology while one respondent in Lithuania 

mentioned counterfactual analyses. The latter allow for the effective assessment of the 

impact of the intervention, by considering a control group. As noted by the Lithuanian 

respondent, this means that data concerning the control group should also be collected in 

the monitoring system and thus an adaptation of the system is required. As to case studies, 

Polish respondents stressed that they allow to consider both the qualitative and quantitative 

aspects of the Programme/Project assessed. 

The interactive and iterative dimensions of evaluation were stressed in Germany and 

Lithuania. In Germany, for example, the federal level considered that evaluation should 

concentrate resources on interactive and iterative consultation and dialogue with MAs. 

Independence 

It is crucial to ensure that evaluators carry out the assessment in an independent and 

objective manner. To increase the credibility and independence of the evaluation, a number 

of Italian interviewees suggested different solutions: 1) the European Commission selects 

the evaluators; 2) the national level selects evaluators; 3) OP are managed by IBs, thus the 

MA can carry out independent evaluations; 4) quality ranking of evaluations made by an 

independent agency (see also Belgium). 

Institutionalisation and support from the European Commission

For many interviewees, evaluation should benefit from a more marked official 

acknowledgement of its existence. For example, a specific budget should be allocated to 

evaluation activities, and evaluation should be enshrined in the regulation. Also, a dedicated 

unit within the MA could be compulsory. A number of respondents commented that the 

initial momentum that the European Commission managed to trigger in previous 

programming periods, promoting and diffusing a monitoring and evaluation culture, was 

faltering and could be reignited through training, workshops and other awareness-raising 

activities. 
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2.1.7 Incentive mechanisms

The use of incentive mechanisms to make Cohesion Policy more performance-oriented was a 

key element of the discussion with both regional and national administrators. The main 

evidence collected is that there is no total agreement on the need and the usefulness of 

such instruments within a performance–based delivery system. 

Some interviewees - from both regional and national administrations in Spain and the UK -

argued that there was a limited scope for implementing an incentive mechanism (either a 

penalty or a reward) if one wanted to keep the overall objective of the Cohesion Policy, 

which is to promote convergence through assistance to lagging-behind regions. According to 

these interviewees, the main risk which could arise - provided that the mechanism was 

designed in a way as to make regions compete with each other for a given financial 

incentive - is that funds would be diverted to better-off regions, which have more 

opportunities to exploit them. 

Another idea commonly shared was that conditionality to funding was of great value in 

obliging actors to work towards results. 

It is worth noting that both national and regional administrators thought that rewarding for 

doing well was more acceptable than sanctioning for not doing well. 

The scepticism of national administrators towards sanctions was mainly justified by the 

problem of risk distribution. Based on their experience, they argued that no one was willing 

to bear the possible sanction for not having met targets because there are a lot of 

exogenous factors (economic cycle or the specific nature of the field of intervention) that 

could impact on the final result, despite the successful measures put in place. An interesting 

aspect pointed out by some interviewees at national level was that wherever targets are not 

met, imposing sanctions does not make sense, while analysis and evaluations are needed, in 

order to understand the reasons why the regions or countries underperformed. 

Moreover, both national and regional administrators highlighted the perverse effect of 

negative incentives, which is less inclination to implement innovative projects, as they carry 

a higher degree of risk in the achievement of results. 

Stating that a reward scheme was preferred, some interviewees from Irish and Italian MAs 

further stressed that it would be better to reward progress towards a target and not only 

reward the attainment of the target.

When thinking about how the incentive mechanism could be designed, a debated issue was 

the level to which it should be anchored. In this regard, three main opinions were 

expressed.  

 A first group, mainly representatives of national authorities, suggested linking 

incentives to the achievement of major goals, such as Lisbon and Europe 2020 

objectives. Others (especially regional administrators), did not view this as a good 

approach, because it would benefit only the over-performing regions without taking 

into account the efforts made by the ones lagging behind. 

 A second group of interviewees was mainly in favour of incentives linked to the 

achievement of the “milestones” defined in the OPs. This was not considered a 

feasible approach by some others, who pointed out the main challenges of measuring 

performance at Programme level, and were, therefore, much more in favour of 

establishing incentive schemes at project level.

 The last group of interviewees (mainly from regional administrations) recognised that 

incentives should be differentiated by kind of project and field of intervention. As 

pointed out by some MAs, a specific incentive mechanism is needed for immaterial 
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projects (like in the R&D sector), for which it is more difficult to set quantifiable and 

realistic indicators. In that case, rewarding good management was suggested rather 

than the achievement of actual results. 

These different positions apart, a common understanding was observed on how the 

incentive scheme should work. The interviewees – both at the national and regional level -

agreed on the need for an independent agency that is empowered to assess the 

achievement of targets and to assign rewards or punishments. Suggestions as to how this 

third authority could be designed were also put forward by some interviewees from Belgium 

and Italy (see Box below).

Box 8.  The role of the Independent Agency

THE ROLE OF THE INDEPENDENT AGENCY

In order to ensure the credibility of the incentive scheme, many interviewees strongly 

supported the need to entrust an autonomous body – out of the control of national and 

regional authorities – with the main role of assessing the performance and rewarding or 

punishing actors for it. Different suggestions were made for putting it into practice. 

According to some interviewees from the Belgian Managing Authority, the role of impartial 

arbiter should be played by a regional development agency independent from any 

political decision. 

The viewpoint of some national and regional administrators in Italy was different. In their 

opinion performance should be assessed by an EU body that could be, for instance, DG 

REGIO. Accordingly, the performance assessment and the reward or punishment for it 

should be endorsed directly by the EC in its role as “European Donor”.

In addition, it was considered crucial to establish an independent statistics agency, with 

its own national branches, which had the main role of collecting information through a 

standard procedure. In order to ensure impartiality also at MS level, the national branch 

should be chaired by a president from a different Member State. The main role of this 

agency is to directly carry out analyses and statistical surveys at national level, without 

being a mere collector of data (as EUROSTAT currently operates).  

Source: Authors on interview reports.

Looking at the kind of incentive mechanisms the interviewees would prefer, it is worth

noting that the reputational mechanism (i.e. naming and shaming) was broadly welcomed 

by both national and regional respondents. It was considered much more effective than 

other instruments (such as the performance reserve), since it would work as an incentive for 

the person responsible for the success/failure of a Programme and would encourage greater 

efforts. On a scale from 1 to 4, both categories assessed the appropriateness of introducing 

a mechanism with reputational effects as close to 3.00, undoubtedly higher than the opinion 

on financial sanctions/rewards. Regarding the rewards, it is worth noting that it would be 

more welcomed by respondents at regional level, whose average assessment was 2.35 

compared to the 1.95 expressed by respondents at national level.67

As pointed out by interviewees from MAs in Spain, financial incentives or sanctions could 

have undesirable effects, as “financial sanctions could discourage the potential beneficiaries 

from applying”, while “financial rewards risk distorting the allocation of funds towards the 

projects easiest to implement and for which targets are easier to achieve”. However, some 

other interviewees (from the national and regional authorities in Italy) also stressed that a 

precondition for the effective functioning of a reputational system is to ensure the full 

                                        
67 Based on responses from 10 national administrators and 32 regional bodies.
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transparency of regional and national performances. The best solution would be to provide 

citizens with access to a web platform where Programme performance is recorded, so that 

they could judge their administrations. Similarly, a French regional administrator also 

pointed out that “public opinion should play its role in a performance-based delivery system” 

and to this end “communications should be improved”.

The preference for a reputational mechanism was justified in many cases by the bad 

experience of national and regional authorities with the national performance reserve, as 

designed during the 2000-2006 programming period. Many interviewees from national and 

regional authorities highlighted that the scheme did not force orientation towards results; 

rather it referred to the management of funds. 

Despite their unsuccessful experience with it, some implementation bodies were in favour of 

reintroducing a national performance reserve, provided that the scheme be thoroughly 

revised. More specifically, one suggestion from UK was to adopt it for driving innovation and 

“pushing the boundaries” interventions within Programmes. For example, money from de-

commitment could be used to make the reserve larger and innovative/excellent behaviours 

rewarded. Another option could be that extra money is allocated to programmes exceeding 

forecasts, or delivering an extra effect outside the standard scope of the Programme. A 

possible method of application could be to reward on the basis of evaluations carried out by 

another MS, or by the European Commission, and to use de-committed resources (with the 

application of the N+2 rule). 

The MAs in Italy and national administrators in Poland were much more optimistic about the 

usefulness of the performance reserve. The Polish administrators were aware that the 

mechanism currently used needed to be revised because it was more oriented to increasing 

the speed of expenditure than towards the achievement of results.

Besides the reputational mechanism and the performance reserve, other incentive 

mechanisms (not only of a financial nature) were mentioned as possible incentives (see Box 

below). 

Regardless of the type of incentive mechanism adopted, most interviewees supported the 

proposal that the rules governing the scheme should be commonly agreed in advance and 

fixed over the programming period. 
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Box 9.  Incentive mechanisms: different proposals at stake

INCENTIVE MECHANISMS: DIFFERENT PROPOSALS AT STAKE

Besides the “naming and shaming” reputational mechanism, other incentive mechanisms 

were suggested as instruments to force orientation towards results. The different 

proposals put forward are outlined below:

 Fewer management rules. This proposal relies on the establishment of a bonus at 

national level to force regions towards the thematic concentration of resources. This bonus 

would not be a financial reward for the regions performing well, but it could consist of 

making the Programme management easier. (France’s respondent at national level).

 Modification of the co-financing contribution share during the programming period. 

This is a dynamic mechanism linking co-financing to the results achieved. The logic could 

be that if the results of projects completed in the first two-thirds of the period are 

achieved, the co-financing percentage of SF can be increased in the last third of the 

programming period (for instance, from 70 percent to 80 percent). (Intermediate body in 

Spain).

 The club of best performers. The idea is to establish a club of better performing regions 

and provide them with access to special facilities/benefits/reputational rewards, as well as 

to other EU schemes (such as the FP7). (Intermediate body in the UK).

 A financial reward for beneficiaries. This incentive mechanism specifically targets 

beneficiaries and consists of an additional financial contribution that could be used to 

further increase the results already achieved or to implement additional activities. 

(Regional administrators in Poland and in the UK).

 Fewer rules for beneficiaries. Unlike the previous incentive, this one does not rely on a 

financial contribution, but makes the procedure of accessing EU funds easier for those 

beneficiaries that have successfully implemented a project in the past and were shown to 

be reliable partners (Italian respondent at regional level).

Source: Authors on interview reports.

2.1.8 Implementation arrangements 

A performance-based delivery system was generally considered difficult to implement.

Evidence from the interviews confirms that different aspects could hamper its establishment 

and in some cases enormous effort - in terms of technical and organisational adaptations -

is needed. Although recognised as a great challenge, an open attitude was noted towards 

such a system and many suggestions were put forward on what could facilitate it. 

As shown in the Table below, the current administrative capacities were perceived as a

bottleneck of a performance-based delivery system. Some MAs stressed that for many years 

regulations have forced them to be “procedure-oriented” instead of “result-oriented”. 

Therefore, other than training activities, a “total change in the way the regional officials 

perform their duties is needed” (Lesser Poland OP Managing Authority). This is confirmed 

also by the quantitative assessment of the interviewees. On a scale from 1 to 4, all the three 

categories (national, regional administrators and IBs) pass a high judgement (an average 

value of over 3) on the need to foster the performance-orientation of the current delivery 

system.68

                                        
68 Based on responses from 10 national administrators, 23 regional and two IBs.
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Table 10.  The main aspects hampering a performance-based delivery system

Administrative 

capacities

Administrative 

burden

Aggregation 

of results 

and data 

comparability

N+2 

rule

Little 

transparency

Top-

down 

approach

Intermediate

bodies
   

Regional      

National    

Source: Authors on interview reports

Moreover, national and regional administrators, as well as IBs, agreed that too many and 

too strict rules were not helpful, as they often risked hampering the result-orientation. 

For instance, the experience of the MA of Flanders OP confirmed that reporting requirements 

were too cumbersome and forced them to focus on procedural compliance rather than on 

the achievement of results. According to the interviewees, every report was controlled by 

two different persons, plus the audit authorities of Flanders and of the EU. In addition, five 

percent of the monitoring reports were selected for independent control, thus meaning that 

the same projects were sometimes controlled five times.

In this regard, it was suggested that two principles should be ensured in a performance-

based delivery system. The first one was the principle of proportionality, according to which 

minor projects (receiving small funds and with very simple outputs to be achieved) should 

preferably undergo an easier control and reporting system. This was also confirmed by the 

Southern and Eastern (S&E) Managing Authority, which suggested that reporting 

requirements should be proportional to the funds received. The second one was the principle 

of the single audit, with joint visits and control activities by the EU and national government, 

in order to reduce the number of times that beneficiaries were required to provide data. 

On the subject of reporting requirements, some interviewees pointed out that the annual 

programme report is a mere accountability tool, rather than one that allows timely decisions 

to be taken. The major weakness highlighted was the long time lag between the status of 

data collection and its release. As suggested by a respondent in Ireland, reporting quarterly 

on results would be more useful. Moreover, the MA of Flanders OP suggested that it might 

be interesting to ask beneficiaries for a report some years after Project completion, in order 

also to measure the effect achieved in the middle-long term and to assess the sustainability 

of the Project. This activity would provide a wide set of data to be used for ex post 

evaluation purposes.

From the regional point of view, although considered very important and necessary to 

ensure a good pace in the spending process, the N+2 rule is considered a constraint for a 

performance-based delivery system. As stressed by some interviewees, it indirectly 

encourages actors to select the easiest projects, those that are likely to be implemented in 

two years, but which are not necessarily those most needed or those delivering the greatest 

long-term benefits.  In this regard, the Flanders MA suggested revising the rule and 

introducing an N+3 rule for all EU funds, which could better stimulate the implementation of 

innovative projects and guarantee a focus on performance. As an alternative, some others 

suggested making the N+2 rule more flexible.
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Some regional and national officials highlighted that the current system is not transparent 

enough. As pointed out by the Eastern Finland MA, “more information is needed throughout 

the Programme cycle”. More specifically, more discussion of objectives, indicators and 

targets is needed in order to make them clear and understandable to all the stakeholders 

involved (including beneficiaries). National officials interviewed in France thought that the 

results of the evaluations should be made public and explained, in order to make this 

exercise more useful and incisive. A respondent in Ireland pointed out that this would 

introduce positive competition towards results. 

Aggregation of too much data and their submission by different MAs were also perceived as 

cumbersome aspects of performance measurement. The experience in some countries (such 

as the UK) was that a reliable common system of indicators improved the performance 

assessment. A further positive experience came from the Sardinia MA, which pointed out 

that one monitoring system - where the indicators were externally assessed through official 

sources - helped to overcome comparability and objectivity problems linked to the 

measurement of performance towards the “service goals”. 

In general, the monitoring process does not appear to be particularly cumbersome if it is 

based on a limited number of indicators and if detailed guidelines at EU level are provided 

on how to identify and better exploit them. Some national officials also stressed that training 

activities should target beneficiaries in order to help them to interpret and use the 

indicators.

A too top-down approach is a further obstacle mentioned by the interviewees. As stated by 

some regional officials, the delivery system of the Cohesion Policy is not “only a task” for the 

Managing Authority, but all the stakeholders “must be involved to guarantee the 

achievement of the results”. S&E Managing Authority stressed that the delivery system must 

rely on a clear definition of the chain of responsibility-delegation of power-objectives 

pursued-budget allocation, ruled by formal and explicit administrative agreements including 

target setting at all levels, in order for the incentive mechanisms (rewards or sanctions) to 

properly propagate along the cascade. 

A national official in Italy provided a detailed picture of how this chain could work: the 

national authority deals with the overall coordination, while MAs have the main role of 

planning and programming according to the methodological guidance provided by the EC. 

The intermediate body, on the other hand, should implement the interventions directly. A 

national official in Lithuania suggested increasing beneficiaries’ responsibility by providing 

EU funds on a loan rather than a grant basis (primarily for revenue generating projects). In 

this case, they would be more motivated to reach objectives and targets in a cost-effective 

way.

The Table below summarises the main aspects suggested by the interviewees to facilitate 

the implementation of a performance-based delivery system.

In general, looser control, more flexibility and greater trust from the European Commission 

on the Programme implementation were suggested by regional and national officials as 

facilitating the establishment of a performance-based delivery system. 
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Table 11.  Strengths and Weaknesses of a performance-based delivery system

Main obstacles Some suggestions to overcome them

Current administrative

capacities

 Training activities

 A mentality change: less procedure-oriented and more result-

oriented

Administrative burden  Lighter reporting requirements (eg. proportionality)

Aggregation of results

and data comparability

 A reliable common system of indicators 

 One monitoring system 

 Detailed guidelines at EU level 

 Training activities for beneficiaries 

N+2 rule
 N+3 rule

 N+2 rule more flexible

Little

transparency

 More information throughout the Programme cycle

 Public debates on evaluation results

Top-down

approach
 A clear definition of the chain of responsibility/delegation

Source: Authors on interview reports

Overall, placing the emphasis on performance was considered by some respondents, mainly 

in the UK, but also in some other countries, not as a matter of adopting new tools or 

improving current practices, but of changing the culture behind policy implementation. In 

other words, less attention should be paid to legal compliance and financial discipline and 

more to results. In the view of the UK interviewees, a “cultural shock” is called for in order 

to establish a proper performance-based delivery system for Cohesion Policy, focused on 

results and performance rather than on compliance. The need to change mentality was also 

mentioned by regional administrators in Belgium and Poland, as well as by national officials 

in Lithuania. 

2.2 Evidence from specific cases

This section shows the standpoints of the EU officials69, high level politicians and 

beneficiaries with regard to the establishment of a more performance-based delivery system 

for Cohesion Policy. Furthermore, it highlights the peculiarities that, according to all the 

categories of interviewees, such a system should have if applied to European Territorial 

Cooperation Programmes and Cohesion Fund co-financed Programmes.

2.2.1 The EU officials’ perspective

Seven officials belonging to different EU organisations - DG REGIO, CoR, EIB and the Polish 

presidency – were asked to provide their opinions on how to make the Cohesion Policy 

delivery system more result-oriented. 

                                        
69 The term EU officials is used here, and throughout the text, to indicate the standpoint of interviewees at EU lev-

el.
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The evidence collected shows that a performance system based on output and outcome 

priorities was generally preferred at EU level, even if for the Polish Presidency and one of 

the interviewees from DG REGIO the financial/input performance also had an important role 

to play in monitoring the progress of the Cohesion Policy’s implementation.

The interviewees commonly agreed that performance measurement cannot rely only on data 

provided by the monitoring system, but in-depth evaluation activity is also needed 

(especially the interim evaluation), as it gives an insight into the Programme’s performance 

and allows for revision if necessary. The general opinion was that evaluation activity is 

useful to understand how to improve project preparation in the next phase, to learn lessons 

and then re-inject them into the preparation process via guidelines and other tools for future 

projects. In this regard, one respondent from DG REGIO insisted on the need for theory-

based impact evaluations in order to help policy-makers to take decisions and beneficiaries

to be accountable.

A certain dissatisfaction was noted with regard to the current monitoring system, which is 

considered not completely effective mainly because of the presence of too many indicators 

that are neither clearly defined nor measurable. Further reasons were pointed out by a CoR 

respondent. First, setting realistic targets was considered too cumbersome in the 

programming phase. Second, it was considered also difficult to obtain good result indicators, 

while it was much easier to obtain output indicators. 

A DG REGIO respondent pointed out that the starting point for EU level officials when 

designing any public intervention was to identify an objective to be achieved. In essence, as 

there will always be a multitude of real or perceived needs, the decision on which needs 

should be tackled is the result of a deliberative social process. The majority of interviewees 

agreed and stressed that the focus should be on European public goods and the way to do 

this was to set objectives at a general level that were closely linked to European goals, but it 

was also necessary to leave Programme managers some flexibility to see how they could 

contribute to this scope, bearing in mind that each one has different starting points and 

different needs. 

Looking at the Cohesion Policy’s architecture for the next programming period, the Polish 

Presidency’s respondent stressed it was important to clearly define the links between the

Contract, the OPs and the National Reform Programmes. In particular, it was suggested that 

the Development Investment Partnership Contract and OPs should be prepared and 

negotiated simultaneously. The Contract will serve as a reference to give a more detailed 

outline of how the Member State intend to utilize cohesion resources as set out in a brief 

manner in the National Reform Programme. The Contract would be the fruit of the 

discussions between Member States and the Commission on the development strategy

presented in their National Reform Programmes. The thematic priorities chosen by the 

Member State from the EU menu would be enumerated and defined in greater detail, taking 

into account the relevant national and regional development context, policies and starting 

points. However, these common thematic priorities should not be sector-driven but result-

driven. They should define what one wants to achieve, but they should not prescribe how 

this can be achieved. The answer to the question “how” should be found at the proper 

territorial level (be it national, regional or local). The thematic priorites and instruments of 

EU support should be adaptable to the territorial context and easily coordinated with the 

national or regional policies.

The opinions of the interviewees were quite different with regard to the definition and use of 

the indicator system. For the Polish Presidency’s respondent, input, output and outcome 

indicators all had a role to play in Cohesion Policy. Output indicators were preferred when 

defining the MS’ objectives in utilising EU support in the National Development Contract 
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(NDC) and in the OP. Input indicators should be used in an ongoing monitoring process, 

since their results may provide important hints as to the progress of the whole OP.

As far as outcome and impact indicators are concerned, they are considered of greater value 

in the ex post evaluation exercise aimed at assessing the long-term effects of the EU 

support. This is explained by the fact that it is very difficult for a Project/Programme to 

produce outcome in the short–term and this can be assessed only after a certain period 

from the closure of the Project/Programme. 

For the respondents from the CoR, the EIB and the DG REGIO the best way to have a more 

performance-based delivery system was to set indicators at Programme or even at Project 

level, so that they can focus on the local characteristics better than EU level indicators can, 

but also be aggregated. These indicators should be linked to the priorities and objectives of 

the whole EU and, according to a DG REGIO respondent, they should be outcome indicators.

The position of the CoR was much more in favour of a common set of few indicators - in line 

with Europe 2020 strategy – established at EU level, which should be complemented by 

additional regional indicators (specific to the programmes). However, it was stressed that 

they cannot be only of a quantitative nature, but qualitative indicators are also needed.

There was common agreement among the interviewees on the need to design indicators 

during the negotiation phase through a consultation process involving the European 

Commission, MS, Regions and beneficiaries. Some interviewees suggested that the 

European Commission should play the leading role. 

Like most of the respondents at national and regional level, the majority of interviewees at 

EU level also thought that whenever some kind of incentive was needed, reputational 

incentives were more useful than financial ones. 

To support this position, CoR respondents pointed out that a financial incentive, such as the 

performance reserve, gives more emphasis to the results achieved rather than to the efforts 

made and, as a result, it allows MS to set less ambitious goals. Accordingly, the introduction 

of a performance reserve based on the Europe 2020 objectives was considered completely 

unacceptable, because it would benefit only the over-performing regions without taking into 

account the efforts made by the lagging-behind regions. An alternative would be a flexible 

reserve, meaning that resources not allocated due to the application of the N+2 rule would 

be used to finance experimental projects.

DG REGIO respondents clearly preferred to stimulate political debate on results, in order to 

allow politicians to start asking bureaucrats questions about their performance.

The viewpoint of Polish Presidency respondent was much more optimistic with regard to the 

introduction of an incentive scheme. However, it was pointed out that the fact that some MS 

receive much more EU support than others should be duly taken into account in order to 

create incentives and systemic solutions applicable and effective in every Member State and 

region, without creating unnecessary administrative burdens and costs.

The performance reserve, as designed in the 2000-2006 programming period, was 

considered to be effective if OPs were similar. In a MS where OPs were very different, it 

would be more efficient to set up a performance reserve for each OP, where the logic is that 

each OP competes “with itself” rather than with others. According to this scheme, the 

resources dedicated for a performance reserve in a given OP could be used by the 

underperforming OP, but only if they provided support for the action plan (e.g. in terms of 

institutional capacity). 
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An issue raised by an EIB respondent was that the application of incentive/punishing 

mechanisms should be strictly related to the results directly imputable to the projects or 

programmes and their management and, therefore, cannot be applied if the results are 

affected by external factors. A specific example of how an incentive scheme could be 

designed comes from the experience of the EIB with the NER300 Programme (see Box 12).  

Box 10.  NER300 performance-based financing scheme

NER300 PERFORMANCE-BASED FINANCING SCHEME

An interesting scheme of funding based on performance is provided by Programme NER300, 

established by the European Commission (EC Decision 2010/670/EU of 3 November 2010) 

and managed by the EU Climate Change Committee in collaboration with the EIB. 

NER300’s purpose is to encourage private sector investors and EU MS to invest in 

commercial demonstration projects for Carbon Capture and Storage (CCS) and innovative 

technologies to tap renewable energy sources (RES). 

The selection of projects takes place through two calls for proposals: the first was launched 

in 2010 and covers the equivalent of 200 million allowances, while the second is expected in 

2012 and covers 100 million allowances, together with any unused ones from the first 

round. The intention is to co-fund at least eight CCS and 34 RES projects. 

For selection purposes, a ranking system is adopted and the highest ranked projects within 

each group – CCS and RES projects – is selected. The ranking is built on the increasing cost-

per-unit performance criteria,70 i.e. the project with the lowest cost-per-unit performance 

will be ranked highest. 

Funding is discussed annually with the MS based on the project performance, i.e. the 

amount of clean energy produced (for RES projects) and the amount of CO2 stored (for CCS 

projects). Only 75 percent of the projected performance needs be achieved in order for the 

project to receive all the funding under the award decision. If less than 75 percent 

performance is achieved, the funding will be proportionally reduced. Where the Member 

State guarantees that any funding not justified by performance will be returned, part of all 

the funding can be disbursed “up front” – i.e. before the project enters into operation. 

No problems arise if the performance is 100 percent one year and 50 percent the next, since 

performance is cumulative over the five (for RES projects) and ten (for the CCS) year 

period. The rule is that if the total performance over the disbursement period is equal or 

above the 75 percent threshold, then projects will get the full funding. Otherwise funding 

from NER300 will be reduced accordingly. 

In view of the project selection, the EIB is asked to perform a financial and technical due 

diligence assessment (based on its own procedures) of the proposed projects, including their 

ranking, and to make European Commission recommendations for award decisions 

according to the criteria in the NER300 Decision. It is also entrusted with the sale of the 300 

million allowances, the management of revenues and their disbursement to MS.

Source: http://ec.europa.eu/clima/funding/ner300/

                                        
70 Cost per unit performance is a measure of how much public funding is required per unit of CO2 stored (for CCS) 

or of clean energy produced (in the case of RES). It is given by the ratio between the cost and the performance. 
Cost is calculated as the part of the project cost that is covered by public funding. This is not only co-funding 
from NER300, which is limited to 50 percent of the relevant costs, but also includes funding from any other 
public source, such as the EERP (The European Economic Recovery Plan) or any Member State contribution. 
Performance is the total projected amount of CO2 stored in the first 10 years of operation for CCS 
demonstration projects, or the total projected amount of energy produced in the first five years of operation for 
RES projects.



Moving towards a more result/performance-based delivery system in cohesion policy

103

However, reputational mechanisms were also preferred by EIB respondents. In particular 

the peer review, the “naming and shaming system” or a public ranking of the good and poor 

performers were suggested as valuable instruments.

Both Polish Presidency and DG REGIO respondents highlighted the question currently 

debated of defining ex ante (i.e. before the implementation of OPs starts) 

preconditions/success factors. As far as DG REGIO was concerned, these ex ante 

conditionalities - on the basis of which MS would be assessed and resources suspended -

could be drawn from past experiences. A more detailed explanation on how such a system 

could be designed was provided by the Polish Presidency respondent (see Box 13).

Box 11.  Ex ante conditionalities from the Polish Presidency’s perspective

EX ANTE CONDITIONALITIES FROM THE POLISH PRESIDENCY’S 

PERSPECTIVE

In the opinion of the respondent from the Polish Presidency, two types of ex ante 

conditionalities can be established:

External conditionalities – compliance with horizontal legislation (i.e. public procurement 

or state aid) or principles (e.g. gender equality) that are common to all EU policies. 

Internal conditionalities – conditionalities aimed at the effectiveness and efficiency of 

Cohesion Policy itself and which could be:

a. Standards of strategic programming, evaluation, monitoring etc. defined in the General 

Regulations and applicable to all OPs.

b. Success factors defined specifically for each OP that could include compliance with some 

elements of directives, coordination with EU, national or regional strategies or an action 

plan to reform the current unfavourable environment at national or regional level 

(regarding business-friendly legislation or necessary reforms in the education system).

Success factors should be defined for each OP and they should be based on the findings 

of ex ante evaluation rather than on a list of ex ante conditionalities defined for each 

thematic priority in the General Regulations. Moreover, they must be defined at an 

operational level, where the development specificities can be best accounted for. This 

can bring the following benefits: 

 It makes clear which institution is responsible for fulfilling the conditionality (in cases 

where an institution other than MA meets the preconditions, this institution should 

also be part of the OP);

 It will allow for a mix of top-down and bottom-up approaches, eliminating the threat 

of a centralised and sectoralised approach, since there will be no need to have a list 

of ex ante conditionalities in the General Regulations;

 It will ensure the proportionality principle, since the success factors are derived from 

the OPs (smaller and more concentrated OPs will have less-demanding 

conditionalities applied).

Setting conditionalities also at the Contract level will be difficult from the point of view of 

local and regional authorities (especially in federal MS), which should not be penalised for 

non-compliance with a central institution. Moreover, if a conditionality that has been set at 

the Contract level is not met, then it may affect more than one OP (especially if there are 

multi-fund OPs or regional OPs with similar priorities).

Source: Authors on interview reports



Policy Department B: Structural and Cohesion Policies

104

Finally, different opinions were encountered regarding the implementation arrangements 

that would be needed to reorient Cohesion Policy towards results and performance. 

The starting point was that MS should be committed to performance and should take the 

monitoring and evaluation activity into serious consideration.  

A CoR respondent pointed out that the decision to allow the reporting of costs in forfeitary 

terms was very important in reducing the administrative burden and increasing the focus of 

the authorities on results. Actually, in this way, costs can be refunded sooner, and the MAs 

are more willing to implement very large projects, for which the reporting of costs and 

benefits is now easier and less time consuming. Simplification of rules and procedures is the 

only way to reduce costs and increase benefits. 

Moreover, the Polish Presidency respondent insisted that ownership and accountability of 

institutions involved in the management of the EU funds should be increased. To this end, 

public debate and stakeholder consultation should be strengthened in order to increase 

cooperation and avoid duplication of functions. 

According to this view, other elements of the Cohesion Policy delivery system also have an 

important role to play in reorienting this policy towards results and increasing its 

effectiveness and efficiency. The European Commission should use the envisaged Common 

Strategic Framework to improve cooperation in all of its policies, at the operational level, 

and to foster an integrated approach. The first step should be to eliminate barriers created 

by the introduction of the mono-fund approach – if a Member State would like to have 

multi-fund programmes or projects there should be no obstacles. MS that receive smaller 

support from Cohesion Policy tend to direct it towards specific interventions and sectors in 

order to increase their added value – this is also often the case of highly developed regions 

– therefore they can be satisfied with a mono-fund approach. However, MS and regions that 

have to address a variety of development factors at once would benefit from a multi-fund 

approach (e.g. investments in infrastructure from the ERDF/Cohesion Fund, human capital 

from the ESF, entrepreneurship from the ERDF and innovation from the Seventh Research 

Framework Programme, could all be better combined and coordinated). 

Some changes are also needed to the current control and audit system. In this regard, the 

Polish Presidency’s respondent suggested introducing a mechanism that envisaged two 

types of audits: a compliance audit and a performance audit. The first should be the sole 

responsibility of the Member State and its institutions competent for correct public 

expenditure. The second would not entail verification of legal and procedural compliance, 

but would focus on the analysis of the interventions’ results and on identifying best 

practices. Such an audit would be conducted by the Member State and the European 

Commission at various levels of governance.

Specific attention should be paid to the EIB’s standpoint, which is that the establishment of 

more performance-based delivery system would indirectly affect the role played by the four 

“J” initiatives, as well as the EIB (see Box 14). 
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Box 12.  A performance-based delivery system from the “Four Js” perspective

A PERFORMANCE-BASED DELIVERY SYSTEM FROM THE “FOUR JS”

PERSPECTIVE

In the framework of a result-oriented policy, the role played by the “Four Js” could be 

indirectly influenced.

Given its specific task – to offer technical assistance to the EU-12 to prepare major projects 

for EU support, notably in the transport and environment sectors - JASPERS’ role could be 

much more oriented to assisting MS to gear their projects more closely to performance-

based objectives, setting up Project-related indicators and monitoring their achievement.

JEREMIE and JESSICA provide repayable assistance, respectively for the development of 

SMEs and for promoting sustainable urban investment. Repayable assistance can create 

incentives for better performance on the part of the beneficiaries, in terms of better Project 

quality and greater focus on paying back the funding and hence re-fuelling the revolving 

funds. 

Recently established, JASMINE aims at enhancing the capacity of non-bank micro-credit 

providers/micro-finance institutions (MFIs) in various fields such as institutional governance, 

information systems, risk management and strategic planning and helping them become 

sustainable and viable operators in the micro-credit market.

The general opinion put forward was that projects financed through the Four Js were 

expected to help Regions to perform well and to be rewarded wherever a financial incentive 

(such as the performance reserve) was foreseen. The role of the EIB was expected to be 

influenced as well. It could help MS to perform well by implementing projects that are 

result-oriented. 

By June 2011, Euro 1.65 billion had legally been committed to 19 JESSICA instruments in 11 

Member States71 (five funds at national level and 14 at regional level), of which 15 JESSICA 

operations implemented with the EIB assuming Holding Funds (HF)72 tasks (Euro 1.49 

billion), while one with other institutions (in Estonia) and three through the Urban 

Development Funds (UDFs). As far as JASPER is concerned, by 16 August 2011 there were: 

77 assignments completed since 1 January 2011, 476 assignments completed since the 

start of operations (2006), 225 JASPERS-supported applications submitted to the 

Commission since 2006, 147 applications for major projects approved by the Commission 

since 2006.  With regard to JEREMIE, the current ERDF allocation amounts to EUR 6 billion 

(of which EUR 2.3 billion directly managed via Financial engineering instruments and EUR 

3.7 billion via 30 Holding Funds73 in 15 MS).

Finally, 25 micro-credit providers from various EU Member States have benefited, until 

August 2011, from institutional assessment/ rating and tailor-made training offered by the 

JASMINE Technical Assistance Facility. A new call for expression of interest to select 

additional beneficiaries was expected to be launched by the EIF in the third quarter of 2011.

                                        
71 Bulgaria, the Czech Republic (Moravia Silesia), Estonia, Germany (Brandenburg),  Greece, Italy (Campania and 

Sicily), Lithuania, Poland (Wielkopolska, Western Pomerania, Silesia and Pomerania), Spain (Andalucìa), 
Portugal, UK (London, East Midlands, Wales, Northwest England and Scotland).

72 Article 44 of EC Reg. 1083/2006 defines “holding funds” as a "funds set up to invest in several venture capital 
funds, guarantee funds, loan funds, urban development funds, funds or other incentive schemes providing 
loans, guarantees for repayable investments, or equivalent instruments, for energy efficiency and use of 
renewable energy in buildings, including in existing housing".

73 With regard to JEREMIE, 19 Holding Funds – EUR 2.5 billion trough national/regional institutions and 11 Holding 
Funds – EUR 1.2 billion – trough EIF (in 11 MS).
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No formal reporting obligations are currently envisaged for the Financial Engineering 

Instruments (FEIs)’ implementation. MAs are demanded to report annually on a voluntary 

basis74. Recently a monitoring template75 has been proposed by the European Commission 

(Annex II, COCOF 10-0014-04-EN76) in order to consolidate aggregate monitoring 

information provided by MAs for global assessment of the performance of FEIs at various 

levels.

The need to monitor and evaluate the performance of the FEIs has been a central issue of 

the 5th Plenary Meeting of the JEREMIE Networking Platform, held in Brussels in May 2011. 

Conclusions of this meeting point out that, in general, monitoring and evaluation systems 

need to be strengthened in Europe for both accountability and learning purposes and 

programmes with a clear identification of objectives and concentrated on a limited number 

of activities are needed. With regard to the financial engineering instruments, it is stressed 

that comparing outcomes and performance across regions is not currently feasible as the 

partners involved (MA, HF, FI) have different scales of operation, functions and activities. In 

order to set up an efficient M&E system, the following improvement are needed: a clear 

definition and indications of indicators and of sources of data; a limited number of 

indicators; the Commission should set up common output indicators; establishment of a 

dialogue between MAs and Financial Institutions in order to make the administrative system 

more flexible (as it has been noted that Financial Institutions decrease their participation 

because of rising administrative burden). 

Source: Interview report; http://www.jaspers-europa-info.org/;

http://ec.europa.eu/regional_policy/thefunds/instruments/index_en.cfm

2.2.2 The high level politicians’ perspective

Performance is intended by high level politicians (two interviewees) as the contribution of 

the public intervention to the welfare of the community and its value for money. From this 

standpoint, the capacity of a Programme to produce positive changes in a given time span 

should be verified. 

To this end, a combination of monitoring and evaluation activities – which consider both 

quantitative and qualitative information - are needed: while the monitoring system provides 

a picture of the detailed features of the implementation, the evaluation can be a stimulus for 

modernisation and change (by bringing about innovation in the Public Administration).

Making the achievement of targets compulsory is considered useful, but the reliability and 

consequently the credibility of the introduction of an incentive/sanction system depends on 

very strict and sharp verification of the target’s accomplishment, and it should also leave 

room for discretionarily judgment. For this reason, the option suggested was to have an 

independent EU Agency assess the performance. It is also very important for the 

homogeneity of the information that a true independent statistics agency be established. 

                                        
74 Submission of reports by MS by 31 May 2011; analysis of submitted reports in June/July 2011; dissemination of 

key findings to MS/MAs around September 2011.
75 The monitoring template proposed by the European Commission, including an indicative list of reporting items: 

General Information, Contributions to FEIs, Investments in final recipients, Investment recycling & returns 
(legacy funds), National co-financing at various levels of the FEI, Management costs and fees, Exits & 
withdrawals from FEI, Indicators (such as jobs created).

76 European Commission (2011h), Guidance Note on Financial Engineering Instruments under Article 44 of Council 
Regulation (EC) No 1083/2006, COCOF 10-0014-04-EN, Brussels.
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The interviewees pointed out that the full accountability to citizens might be even more 

effective than financial sanctions, since it provides the means to show the public what is 

really achieved. Consequently, two kinds of information are needed:

1. “degree of completeness” in terms of what the real achievement of the 

Programmes implemented is;

2. “degree of strategy”, which is the real added value in terms of socio–economic 

impacts of the Programmes implemented with respect to the other interventions 

adopted. 

2.2.3 Beneficiaries’ point of view

A more operational approach was pursued by beneficiaries (23 interviewees in total), which 

mostly defined performance as the achievement of the specific project objectives. 

Different positions were noted with regard to the usefulness of an indicator system. Some 

interviewees pointed out that Project results would be better captured by outcome 

indicators. Output indicators and targets do not really help to understand the real effects of 

a certain Project and its contribution towards the achievement of Programme objectives. On 

the other hand, there were those who believed that quantitative output and financial 

indicators were the best methods of monitoring project performance, because they were 

clearly linked to the specific objectives of the project. 

Common agreement was noted on the fact that there is always something that is relevant 

for understanding achievements on the ground that goes far beyond a quantitative indicator 

system.  In particular, these indicators were not considered an appropriate means of 

measuring the achievement of R&D and the results of innovative projects. Often 

inconclusive R&D cannot be imputed to bad management, as this is part of the risk of the 

innovation sector. Measuring the performance of this kind of project cannot, therefore, be 

purely based on a quantitative indicator system, but more qualitative information is needed. 

For the same reasons, the introduction of an incentive/sanction mechanism was considered 

dangerous and unacceptable for the innovation sectors, while it could make sense for the 

infrastructure sector. Therefore, a differentiated sectoral approach was suggested.

As was noted for other categories of interviewee, beneficiaries preferred to be rewarded for 

doing well rather than be sanctioned for not doing well. 

Nevertheless, the majority believed that a financial incentive mechanism would be a good 

idea to increase Project performance, but a serious risk of transparency could arise with 

beneficiaries not being honest in setting and monitoring the targets in order to get more 

subsidies. According to this standpoint, there could be a simple reputation system, 

according to which those who achieved the expected results and efficiently managed the 

Project can be recognised as such, while those who did not show this ability cannot. This 

mechanism would work as an incentive for the persons responsible for the Project and would 

encourage them to make greater efforts.

A further incentive mechanism for beneficiaries would be to make the procedures for 

receiving EU funds easier, when a beneficiary has been shown to be reliable in the 

implementation of past projects. 

The large majority of beneficiaries thought that the cost-benefit ratio of adaptations that 

needed to be implemented in order to comply with a more performance-oriented delivery 

system was positive. There were beneficiaries who thought that the current system did not 

need any considerable adaptations; and the only beneficiary considering adaptations as

essential mentioned some administrative arrangements.
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A balance between standardisation and flexibility is required, that is: if the EU 

implementation framework is to be consistent across MS, the EU will need to provide more 

support to beneficiaries through a standardisation of the procedures and the tools to be 

adopted. Some interviewees pointed out that a common set of metrics that tracked inputs, 

outputs and outcomes indicators in a clear way would be necessary (see Box below). 

Box 13.  Need to rationalise indicators setting : the case of the MAS project

NEED TO RATIONALISE INDICATORS SETTING: THE CASE OF THE MAS 

PROJECT

The project Manufacturing Advisory Service III (MAS) aims to deliver an enquiry service, 

structured one-to-many workshops, and one-to-one expert consultancy advice to SMEs, 

supporting approximately 7,500 SMEs in order to raise their potential for increased 

productivity and business value. The project is currently under the overall management and 

responsibility of the London Development Agency (LDA) delivery team (the project 

beneficiary). Within the LDA, the European Programme Management Unit (EPMU) is the 

authority responsible for ERDF funding and control (the programme Managing Authority). 

A large number of mutually exclusive metrics from EPMU and the LDA delivery team were 

developed by mapping the Project delivery model, and then applied to the Project. The 

Project presents the following indicators for both the LDA and ERDF funding elements:

LDA Outputs ERDF Outputs

 LDA 1a. Jobs Created  ERDF Businesses Assisted (O3c)

 LDA 1b. Jobs Safeguarded  ERDF New Sales Generated (LR12)

 LDA 4. Business Support - Number of 

businesses assisted to improve their 

performance

 ERDF Businesses with improved 

performance (R3)

 LDA 6. Skills - Number of people 

assisted in their skills development as 

a result of RDA programmes

 ERDF Businesses with improved 

economic performance (R3i)

 LDA Private sector R&D leverage  Improved Productivity Savings

 ERDF No. of businesses integrating 

new products, processes or services

Despite the effort of each organisation to ensure that duplication of reporting was 

minimised, nevertheless, metrics were not synchronised in such a way that a common, 

consistent, set of indicators was put in place. 

As a result, the project is today suffering from an excess of indicators that could have been 

rationalised. A more efficient option for managing the Project would have been for the 

funding bodies to have prior agreements in place on a common set of metrics that tracked 

inputs, outputs and outcomes in a clear way. 

Source: Authors on interview reports

An alternative system, with no rigid common templates and a low degree of standardisation, 

could be more flexible and less restrictive and every beneficiary could adapt the system 

according to its resources. 
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Finally, many interviewees clearly expressed interest in being more involved in the drafting 

of programming documents (including the formulation of objectives), as well as in the 

definition of indicators. This was considered useful in order to increase communication 

between the strategy level and the operational one, as well as to really understand the 

meaning and the actual use of the indicators. 

2.2.4 The peculiarities of the ETC programmes

Evidence from the interviews showed that designing transnational programmes integrating a 

performance-based delivery system is quite difficult. In what follows the opinions of five 

regional administrators dealing with ETC programmes are summarised.

In the specific case of ETC programmes, measuring performance is considered challenging, 

as such Programmes typically include activities that can hardly be measured or assessed 

through the quantitative indicator system because they are very much based on soft 

activities where the human element is important (studies, pilot actions, joint planning, etc.). 

Given the great difficulty in setting quantitative indicators for soft interventions and in 

measuring their achievements, evaluations are considered much more useful than a 

(quantitative) monitoring system. 

Regarding the EC core indicators, some interviewees pointed out that they are rigid and not 

adaptable to the reality of the ETC Programmes. An additional set of indicators was adopted, 

for instance, by the Italy-France OP (Alps-ALCOTRA), in order to quantitatively measure the 

degree of cooperation between public and private organisations.

There was common agreement on the usefulness of setting indicators at Programme level 

and on the basis of the specific features of the intervention. 

The defining of strategic objectives was considered cumbersome, especially when many 

countries are involved in the Programme. However, respondents mostly thought that once 

objectives had been agreed, they should be fixed over the programming period, since 

changes would leave room for misunderstandings on the part of the different stakeholders. 

Targets should be set at Programme level, too, or even at Project level, because it is 

important to measure the targets as close to the Project as possible. When targets are set at 

the Programme/Project level, they are more realistic than if they had been set at a higher 

level.  

National interests should be taken into consideration, but they should be dealt with at the 

Programme level; indeed, realistic target setting might be reached through cooperation 

among participating countries and managing bodies.

The great majority of the interviewees did not think there was room – in the specific case of 

ETC programmes - for implementing a mechanism that linked access to funds to 

performance assessed on the basis of information from the quantitative monitoring system. 

The interviewees thought that it could be useful in theory, but it would be very difficult in 

practice given the fact that, as explained above, territorial cooperation is difficult to 

measure. It would be easier in the context of mainstream programmes like Objective 1 

(Facilitation of innovation, entrepreneurship, knowledge economy and information society by 

concrete cooperation action and visible results) and Objective 2 (Improvement of the 

attractiveness of regions and cities taking into account sustainable development, physical 

and knowledge accessibility and environmental quality by integrated approaches and 

concrete cooperation action and visible results), but for Objective 3 (Foster integration by 

supporting balanced capacities for transnational territorial cooperation at all levels) it would 

be much more challenging, and difficult because it would be much harder to set indicators 

for soft intervention and to measure their achievement.



Policy Department B: Structural and Cohesion Policies

110

In any case, some consequences could be also introduced in form of reputational effects or a 

sort of scoring/ranking of beneficiaries that may be advantageous for future calls, but they 

should be decided at the Programme management level by a Monitoring Committee together 

with the Technical Secretariat and the Managing Authority.

There are already arrangements commonly supported by the interviewees that should be 

put in place to move towards a more result-oriented system. Administrative capacities and 

transparency need to be improved. The focus of MAs should be transferred from monitoring 

detailed numerical data to monitoring Programme/Project quality. Moreover, a simplification 

of the rules is demanded.

2.2.5 The peculiarities of the Cohesion Fund

Evidence from interviews with managers in charge of Programmes co-funded by the 

Cohesion Fund shows that a performance-based delivery system for OPs co-financed by the 

CF is welcomed.

The Cohesion Fund supports infrastructures in the transport and environment sectors. As a 

result, establishing a common set of indicators to enable comparability is easier for CF 

programmes than in the case of ERDF co-financed Programmes. Therefore, in order to shift 

towards a more results-oriented policy, it would be useful to have a specific set of common 

indicators established at European level which would enable comparability among 

programmes co-financed by the CF. 

Setting targets is considered to be a challenging issue as it is very difficult to foresee the 

future conditions and other factors that might affect project implementation. Accordingly, a 

central message put forward is that targets should be set only where it is possible to 

measure the effect (at Programme and Project level). Targets should not be used to punish 

actors; on the contrary, they are useful for self-assessment, for example to understand how 

successful a Programme/Project was. 

Concerning the incentive mechanism, according to the large majority of the interviewees, 

additional funds should be provided, not to reward good performance, but because there is a 

real need for them. The European Commission should encourage MS to use fewer funds, but 

it should not introduce options making additional funds available if there is no real need for 

them. 

Besides strengthening the current administrative capacities of the actors involved in the 

management of the Cohesion Fund, less monitoring and reporting is demanded. 

2.3 Country-specific issues

A central message arising from the evidence collected is that a performance-based delivery 

system for Cohesion Policy cannot be designed in an aseptic way, but country-specific issues 

should be taken into account in order to make it applicable and effective in every Member 

State and Region. 

As emerged from the interviews, different systems are currently adopted across MS to 

manage SFs, which could to some extent make the establishment of a more result-oriented 

delivery system cumbersome. 

For instance, in Belgium there is no coordination between the three Regions (the Brussels-

capital region, the Flemish region and the Walloon region) for the design and the 

implementation of their respective Structural Fund programmes. The three Regions have 

separate processes for Programme design, implementation and management. As a matter of 
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fact, the national government has no responsibilities with regard to Structural Fund 

programming or management in Belgium. Nevertheless, despite different regional priorities, 

all OPs are expected to contribute to the achievement of the strategic objectives set at 

national level, (, in terms of R&D and employment levels) and, even though each region 

independently sets up its own indicator system, no evaluation at national level has thus far 

been foreseen by the MAs. 

The Irish cascade system is quite a decentralised system and, because of that, the 

Managing Authority relies quite heavily on Intermediate Bodies, more than in other MS. The 

responsibilities of the MAs are simply to ensure that things are done according to strategies, 

and to report and approve expenses. While overall responsibility for the implementation of 

the Financial Plan rests with the Department of Finance, each OP is administered by a 

Managing Authority (either at regional or national level). The Authority, in turn, delegates 

the implementation of individual measures to an IB (in most cases a government 

department or state agency). Administrative agreements are put in place between the MA 

and the IB including the indicator system. In terms of financial management, all public 

expenditure (co-financed) is pre-financed by the Irish national budget (Exchequer) to the 

IBs. Only later does the national government receive the funds from the European 

Commission. . As a result, it would be difficult in the current Irish system to employ a 

performance-based delivery system for the Cohesion Policy, as the Managing Authority does 

not currently control the budget flow to the downstream level of the cascade delivery 

system. The major adjustment would thus be to provide the Managing Authority with the 

power to monitor and to penalise unsatisfactory performance. 

In Spain the managing and local authorities currently spend about 90-95 percent of their 

time and effort on correctly enforcing all the procedures and the control system. The 

reduction of such a burden would allow more effort to be made towards improving the 

results and identifying best practices. However, any changes to the administrative system 

should be gradual, as it will take a long time for them to be fully and effectively 

implemented.

In France the implementation of the SF at regional level runs parallel to the national 

regional policy (so-called Contrat de Projet Etat Région-CPER); the immediate consequences 

are that a special effort is made to coordinate (or in some cases centralise) initiatives in the 

field of monitoring and evaluation. This is done by the DATAR, an inter-ministerial body in 

charge of coordinating SFs. One illustration of the important coordinating role played by the 

DATAR is given by the so-called “instruction criteria” decided centrally and applied locally, at 

project level. These criteria are a series of qualitative indicators that project managers are 

expected to provide when submitting an application for funding. Their purpose is to qualify 

the project (for example whether and to which extent it is innovative, whether it fosters 

partnership as well as gender equality, whether it takes into account Information and 

Communication Technology (ICT) and environmental issues, and if it improves its CO2

impact). It is explicitly stated that besides monitoring the nature and quality of projects, this 

arrangement is also expected to raise the awareness of the project managers concerned 

about the issues covered and hopefully improve the contribution of their project to these 

issues. Another important arrangement managed at the national level by the DATAR is the 

information system called PRESAGE, which underlies the monitoring system applying to SF. 

In each SGAR77a PRESAGE correspondent is dedicated to the functioning of the system. 

PRESAGE is said to be performing well as far as financial indicators are concerned, with data 

collected at regional level smoothly centralised. 

                                        
77 General Secretary for the Regional Affairs in France, i.e., the representative of the central government in the 

regions in charge of managing SF (MA).
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It is worth noting that different initiatives have been put in place by some MS to move 

towards a more result-oriented policy. The evidence collected is reported below. 

The UK government boasts a longstanding tradition in performance measurement. A 

detailed overview of the initiatives implemented to orient the delivery system towards 

performance and efficiency is provided in Annex III. 

The current management of SF programmes is regionalised. There is one Managing 

Authority responsible for the coordination of all ERDF programmes, the Department of 

Communities and Local Government (CLG). Despite its formal role, the CLG has limited 

power as the delivery of the programmes is completely delegated to the Regional 

Development Agencies (RDAs), which are de facto independent in managing their own 

programmes. As part of the UK trend towards devolution and decentralisation, RDAs are 

non-departmental government bodies classified as part of the central government for 

accounting purposes, but which operate at arm’s length from ministers. They are business-

led organisations with boards of directors composed of business leaders and regional 

stakeholders, such as representatives of trade unions, local government and the education 

sector. In running ERDF programmes, RDAs are audited in terms of clarity and eligibility of 

financial expenditure, but have substantial flexibility with regard to the destination and use 

of the expenditure: they can develop their own strategies, interact with the European 

Commission, adopt ad hoc IT systems and monitoring systems, establish internal 

organisations, and so on. However, it is worth noting that this current framework will be 

soon modified because a full administrative reshuffle is under review. RDAs was expected to 

be abolished in July 2011, and everything moved to the CLG. Regional departments will be 

kept within the CLG to conclude the management of the programmes, but under a strong 

centralisation of responsibilities. This development will be reflected in the next programming 

period, where the CLG will be entrusted with more responsibilities, such as reporting directly 

and working in partnership with the Department for Business, Innovation and Skills (BIS), 

which is the national administration designated to develop structural and development 

policies in the UK, bringing all of the levers of the economy together in one place. What the 

implications this has for having a more resulted oriented CP implementation remains to be 

verified. 

Finland has a tradition of involving an extensive partnership in preparation and 

implementation tasks and has strict laws on public consultations. The Finnish management 

system for SFs is a mixture of centralised and decentralised organisations, with the 

Ministries being the MAs and the responsibility for the Programme implementation being 

decentralised to regional and local authorities. All bodies were involved in the preparation 

process of the programmes, and the Programme monitoring committees include members 

from national and regional authorities, local partners, socio-economic partners, 

entrepreneurs and equal rights and environmental organisations. This active stakeholder 

participation led to a critical revision of the whole Structural Fund system, gearing it more 

towards the achievement of results; indeed the evaluation was implemented better and 

faster than scheduled so the results were useful and available for the next Programme cycle. 

Currently, several German MAs conduct thematic or interim evaluations of their 

programmes in order to better orient future programmes towards performance. In the 

Eastern German Bundesland of Brandenburg, the ongoing Programme evaluation was 

tendered very recently. It does not consider only traditional criteria of evaluation, i.e. 

relevance, intervention logic, consistency, policy coherence, effectiveness and impacts, but 

it has been strengthened by better and further indicators; result and impact indicators that 

have not been subject to monitoring so far should be explored and tested. Major data 

collection is expected, and these databases should be subject to thematic studies testing the 

feasibility of such indicators. This evaluation is expected to be complemented by more 
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empirical research in the fields of enterprise development, R&D and innovation, and 

infrastructures provision. 

One year ago the Thüringen Bundesland tendered an in-depth MTE (earlier than scheduled 

in the evaluation plan, notably because of the sudden uncertainty connected with the crisis 

on the financial market). This evaluation made an analysis of the level of realism of the ex 

ante quantifications and the potential influence of the financial crisis on the final results. 

Also in the Western part of Germany, MAs have started putting more emphasis on 

performance- and result-orientation through better evaluation. Although the Baden-

Württemberg Bundesland has been operating a rather small ERDF Programme with some 

limited local focus on a few cities, it has recently decided to commission an ongoing 

evaluation 2011-2015 taking into consideration the relevance and realism of ex ante 

objectives, the consistency of indicators and objectives, the collection of further data needed 

for the analysis of Programme results and for introducing Programme adaptations. 

Lithuania has recently designed a new evaluation system for the EU SFs based on central 

steering from the Ministry of Finance as well as the active involvement of the IBs. First, the 

main evaluation activities are co-ordinated by the Ministry of Finance, which prepares 

annual evaluation plans, sets evaluation standards and organises capacity building activities

(training, methodological guides or publicity events). Second, the IBs (the ministries and 

other state institutions) carry out evaluations according to their field of responsibility. An 

inter-institutional Evaluation Co-ordination Group ensures the co-ordination of the 

evaluation system. 

The Italian case is an emblematic example of a country open to the introduction of an 

incentive scheme linking access to funds to information from the monitoring system. The 

Italian government had considered the performance reserve system, established by the EU 

regulations on the use of SFs (Art. 75 of Regulation (EC) 1260/1999), as a key element of 

the set of rules governing the implementation of EU SFs in the period 2000-2006. On this 

basis, the government decided to add a six percent (of national funds) performance reserve 

to the four percent reserve required by the regulations. The performance reserve was 

conceived as a tool to strengthen administrative and institutional reform and the 

effectiveness of public spending on local development. The resulting ten percent reserve was 

an incentive aimed at enhancing the quality of the programming process and the 

effectiveness of public investment. The performance reserve was reintroduced for the period 

2007-2013, although the scheme was completely revised (for more details see Annex V of 

Volume II of the study).  

Likely Italy, Poland also decided to introduce a National Performance Reserve for the 

current programming period (for more details see Annex V of Volume II of the study).   

Apart from the above considerations on the SF administrative system in Ireland, it is worth 

noting that an interesting initiative was put in place by the Irish government in 1997, the

Expenditure Review Initiative (ERI), in order to move public sector management away from 

the traditional focus on inputs and to concentrate more on the achievement of results. ERI is 

a systematic process of evaluation conducted by government departments and offices under 

the guidance of the Expenditure Review Central Steering Committee and the Department of 

Finance. The establishment of a formal process for reviewing government expenditure was 

first proposed in Delivering Better Government, the 1996 report to Government by the Co-

ordinating Group of Secretaries. The objectives of the ERI are to analyse Exchequer 

spending in a systematic manner and to provide a basis on which more informed decisions 

can be made on priorities within and between programmes. Responsibility for choosing the 

topics for expenditure reviews rests primarily with each department/office. Reviews are 

generally carried out under the direction of steering committees, which may include external 

members and, for significant reviews, even the Department of Finance. There have been 
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two rounds of the ERI to date, and 93 expenditure reviews completed.  The review process 

is supported by an Expenditure Reviewers Network, which provides central support to 

reviewers and direct training in expenditure review. A panel of external assessors was 

established in 2003 to assess the quality of the reviews being produced.

2.4 Concluding remarks

A broad consensus was observed among the interviewees about the need to have a more 

result-oriented Cohesion Policy delivery system. Despite this, contrasting views were 

detected about what performance means. Definitions put on the table ranged from a narrow 

concept of performance (performance is the capacity of a Project/Programme to attain its 

objectives) to a broader one (performance is the capacity of the Policy to influence macro-

economic conditions). Interestingly, this divergence was much more evident among officials 

at regional and national level, while a more common perception of a performance system 

was recorded for officials at EU level (considering a performance system based on output 

and outcome priorities), politicians (believing performance to be the contribution of the 

public intervention to the welfare of the community), and beneficiaries (for whom 

performance is the achievement of the specific Project objectives). 

Looking at the current delivery system, many interviewees asked for a simplification of the 

hierarchy of objectives and of the indicator systems. Fewer and clearer objectives, 

established through a consultation process involving all the relevant stakeholders, were 

demanded by the majority of national and regional respondents. Similarly, it was felt that 

the number of indicators in the indicator systems associated with Programmes should be 

reduced. Few, clear and reliable indicators are needed and they should be “owned” by all the 

stakeholders involved.

Different opinions were put forward on the types of indicator to be used. Some confusion 

was noted over the respective roles of input, output, outcome and impact indicators. 

Contrasting views were also recorded on the usefulness of establishing a common set of 

indicators and whether this should be mandatory or not. In general, it was considered too 

cumbersome. In the case of the ETC Programme, for example, it was considered 

insufficiently adaptable given the specific nature of the interventions financed. In any case, 

whenever interviewees considered it useful to have common indicators for comparability 

purposes, they pointed out that an additional set of indicators would be needed to 

completely capture the specific aspects of the Programme.

A further issue brought up mainly by national and regional respondents was the challenge of 

setting realistic targets. Preliminary context analyses and round tables with local 

stakeholders were the main tools proposed by the interviewees in order to set targets as 

realistically as possible. 

How to measure or account for performance is a topical issue. In general, importance is 

given to the role of indicators and of the monitoring system in providing information on the 

progress towards result achievement. However, a crucial question raised by the majority of 

interviewees (especially those in favour of a broad definition of performance), regardless of 

the category they belong to, was that quantitative data provided by the indicator system do 

not give a comprehensive picture of the performance. This was considered especially true in 

the case of immaterial Projects or Programmes (such as the ETC Programme), for which 

effects are difficult to capture through a system of quantitative indicators. Many 

interviewees shared the opinion that quantitative measurement should be further 

complemented with more qualitative considerations. To this end, a closer link between 
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monitoring and evaluation activities was demanded by most respondents at national and 

regional level.

The role of evaluation was discussed by the interviewees. Besides being a useful tool for 

assessing performance, high level politicians perceived evaluation as a stimulus for 

modernisation and change. However, in order to improve the usefulness and the 

effectiveness of this exercise, the results of the evaluation activities should be made public 

through regular political debates. This was a central message put forward by interviewees at 

all levels of governance. A dissatisfaction with the ex post evaluations was noted, as they 

were provided too late (when the new programming phase had already started) and were of 

less value in practice. This was mainly the opinion of national and regional administrators, 

who emphasised much more the utility of the ongoing evaluations and the thematic ones. 

Case studies were the methodology most commonly recommended by regional officials, 

while theory-based evaluations and counterfactual analyses were suggested by some EU 

officials. A crucial issue pointed out by the interviewees was the need for an independent 

and objective assessment of performance. To this end, it was suggested that an 

independent agency be established with the principle role of collecting information through a 

standard procedure. Different opinions were then provided on what a suitable level was 

(European, national or regional) to establish such an agency. Some suggested establishing

regional development agencies independent from political decisions, while others preferred

an agency operating at EU level (which could be, for example, with DG REGIO).

The use of incentive mechanisms to induced actors to work towards results was not 

generally welcomed by the interviewees. The perverse effect of such a mechanism (either a 

penalty or a reward) is the main rationale behind this scepticism. 

However, the common opinion – regardless of the category of interviewee – was that 

rewarding for doing well is more acceptable than sanctioning for not doing well. This is 

mainly explained by national administrators with the problem of risk distribution, according 

to which no one is willing to bear the possible sanction for not having met targets because 

there are a lot of exogenous factors that could influence the performance. 

Interestingly, a broad consensus was noted on the view that reputational mechanisms are 

much more effective than financial ones, as they would work as an incentive for the person 

responsible for the success/failure of a Programme and would encourage greater efforts.

Besides reputational mechanisms, other incentive schemes (not only of a financial nature) 

were proposed by the interviewees and, in addition, some interviewees at EU level 

emphasised the need to establish ex ante conditionalities.

Although the interviewees recognised that great efforts have been made towards a more 

result-oriented delivery system, they commonly agreed that some aspects of the current 

system need to be improved. In this regard, the views of the interviewees were quite 

different, according to the level of governance involved. 

Both national and regional officials considered the current administrative capacities and the 

de-commitment rules to be the main bottlenecks of a more performance-based delivery 

system. In general, they asked for looser control, more flexibility and greater trust from the 

EC. Some interviewees stressed that adopting new tools or improving current practices was 

not enough. What mattered was to change the culture behind Policy implementation. For 

many years regulations have forced regional officials to be “procedure-oriented” and now 

they require them to be “result-oriented”.
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From the high level politicians’ and EU perspective, the main objective was to improve 

ownership and accountability. High level policy debate and stakeholder consultations should 

be increased. Some changes to the current control and audit system were also demanded by 

some interviewees at EU level. 

As far as beneficiaries were concerned, they wanted a lighter administrative burden and a 

balance between standardisation and flexibility of procedures. 

Interestingly, evidence from the interviews confirmed that a performance-based delivery 

system for Cohesion Policy cannot be designed in a “one size fits all” way, but country-

specific issues should be considered in order to make it applicable and effective in every 

Member State.

Some countries in Northern Europe are ready to adopt a more performance-based delivery 

system for Cohesion Policy, given their traditional experiences with performance 

measurement. On the other hand, the peculiarities of some administrative systems currently 

adopted to manage SFs could make the establishment of such a system more cumbersome.

Overall, the interviews collected a large array of opinions and sometimes identified 

innovative alternatives not developed elsewhere in the literature or in other concrete cases 

of performance-based delivery systems. The most salient among these options are 

summarised in Table 12. 
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Table 12.  Innovative insights in a snapshot

Project/Programme 

management cycle
Main issues at stake

Defining objectives
 A list of categories of expenditure at EU level to draw towards EU2020 objectives.

Identifying indicators  Common indicators for each category of expenditure.

Target setting

 Context analyses and roundtables with local stakeholders are needed to set realistic 

targets.

 Qualitative targets should be defined if quantitative targets are inappropriate.

 Participation of local stakeholders to guarantee the ownership.

Reporting
 An independent agency responsible for the collection of information through 

standard procedures.

Monitoring

 Establishing a performance monitoring protocol helps sharing knowledge and secure 

commitment and enforcement. 

 Looking at outcome/result can help identify spillover effects.

 A monitoring system where indicators are based on official statistical sources can 

help overcome comparability and objectivity issues.

 Reporting quarterly on results would be useful.

Evaluation

 To make ongoing evaluation more valuable, it could be carried out twice during the 

programming period: at 40 percent and 70 percent of project implementation.

 Evaluation methodologies needed: counterfactual, case studies, theory-based 

evaluation.

 More credibility and independence of evaluation is needed for example through: the 

European Commission or the national government selects the evaluator; the OP is 

managed by the IBs and the MA carries out the evaluation; quality ranking of 

evaluations made by an independent agency.

Incentive mechanisms

 Negative incentives (sanctions) have a perverse effect; it is better to reward 

progress towards the targets.

 Immaterial projects need a specific incentive mechanism (e.g. rewarding for good 

management).

 An independent agency should assess the achievement of targets and assign 

rewards or punishments.

 Reputational mechanism is more effective. Programme performance could be 

submitted to the citizens’ judgement through a web platform.

 Pecuniary incentive could be distributed based on the resources made available in 

connection with the implementation of the N+2 rule. 

Source: Authors
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3. CONCLUSIONS, SCENARIO AND RECOMMENDATIONS 

KEY FINDINGS

 The focus of Cohesion Policy should shift away from compliance and spending and 

concentrate on results. This requires a radical change in administrative culture 

which necessitates changes in behaviour. Appropriate incentives must be proposed to 

obtain these changes. 

 It is important to give to the establishment of a new simplified performance-based 

delivery system a political dimension. Setting up a “Cohesion Council” and focusing 

the attention of the European Parliament on results rather than compliance would 

contribute to the objective of having a more result-oriented Cohesion Policy. 

 Establishing a performance-based delivery system requires a comprehensive 

approach addressing the different phases of the Programme cycle and mobilising 

different enabling factors. 

 It is necessary to simplify the logical framework underpinning Cohesion Policy 

delivery system, and adopt a balanced approach combining the use of performance 

indicators and evaluation. 

 A broad performance evaluation framework should be compulsory. It should be 

flexible enough to take into account country- and Programme-specificity.

 The two building blocks of a new simplified performance-based system should be the 

choice of Programmes as the comparatively most pertinent policy level at which to 

anchor the system and the focus on outcome indicators elaborated on the basis of 

statistical data. 

 Material incentives related to achievements of objectives are too complex and risky 

to implement. However, sanctions should be envisaged if MAs do not adhere to the 

performance framework. 

 Other conditions necessary for a performance-based system to work are: 

transparency and mediatisation, concentration of Programmes on few objectives, 

partnership, peer review, independence and credibility of the evaluation. 

In this section we combine the evidence on the research questions based on the different 

sources presented in the preceding chapters. An additional source of intellectual input used 

in this chapter is the discussions held by the two focus groups at the end of the data 

collection phases in order to make sense of the material gathered. In particular, the ideas 

proposed by the two focus groups were used to develop conclusions and recommendations. 

This served as a basis for formulating scenarios. 

First, the main findings of the study are presented in a synthetic way. On this basis, 

conclusions are drawn and recommendations proposed. Then, different scenarios of what a 

more performance-based delivery system for Cohesion Policy could look like are identified. 
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3.1 Main findings

This study delved into different sources and collected a large array of opinions about the 

way in which the delivery system for Cohesion Policy could be more performance-based or 

result-oriented. In this set of evidence, one can distinguish between a few issues that are 

broadly consensual across the different sources investigated and a series of items on which 

opinions differ or diverge. 

Consensus about the desirability of having a performance-based delivery system 

and divergence about its definition

There is first a remarkable consensus about the desirability of having a more performance-

based delivery system. From the theoretical perspective on NPM to the concrete opinions of 

the Cohesion Policy stakeholders interviewed, the message is clear: performing well is, for a 

public policy, a fundamental component of its mission and contributes to its accountability. 

However, there is no uniform view about what a performance-based policy delivery system 

means. As highlighted by both the literature review and the stakeholders’ interviews, the 

criteria for defining performance are several. There is some contrast between those who 

take a wider approach, insisting that attention to performance should concern all the 

Programme/Project cycle phases, and those more concentrated on the measurement of 

performance. 

The role of performance indicators 

The issue of information asymmetry, which is central in the principal-agent model, justifies 

the emphasis placed on indicators and indicator systems as an important element of the 

contract concluded between principal and agents. This is generally endorsed by the 

respondents to the survey who put forward the importance of indicators and the monitoring 

system in providing information on the progress towards results achievement. However, 

there is also a shared view about the practical limitations of monitoring systems in 

effectively delivering the required information. In fact, the literature review also highlights 

how difficult it is to run and take advantage of indicator systems. 

The role of evaluation

The concrete examples provided by the case studies show that – at least in the World Bank 

and the EU RD Policy cases – quantitative assessment is embedded in a wider evaluation 

framework. Interviews with stakeholders revealed that a significant part of them are 

sceptical about a purely quantitative approach to performance. In general, evaluation is 

considered to be very important and should be more linked to both monitoring and 

programming. The literature review identified several evaluation methodologies useful for 

establishing a more performance-based approach to policy delivery, some of which are 

currently promoted at EU level (e.g. counterfactual methods). 

Incentive mechanisms are established in very specific contexts and circumstances

Although the case for incentive mechanisms is strongly made in the principal-agent model, 

evidence from literature indicates that effective incentive schemes are very rare in the “real” 

world. In fact, empirical studies about performance schemes in place in public Policies or 

Programmes do not display strong evidence of the effectiveness of these schemes. The 

Italian case study seems to be one rare positive example and it illustrates how cogent 

conditions must be at work to guarantee success. In general, the survey respondents are 

hesitant about the desirability of introducing incentives – and even more so – sanctions 

linked to performance. Interviewees at regional level tend to worry about the possibility of 

being held responsible for events that are beyond their control, and therefore of having to 
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pay for a result that is not directly imputable to their actions. Moreover, imposing sanctions 

might yield perverse or counterproductive effects (e.g. targets set artificially low). 

The thrust in favour of a more performance-based delivery system is hampered by 

conflicting strategic priorities

A main factor preventing Programme Managers from dedicating more attention to results is 

said to be the burden imposed by the obligation to respect a given pace of funds 

disbursement and the numerous implementation rules Programmes must comply with.  

There are technical obstacles to developing a more performance-based delivery 

system on the basis of the current framework

There is some operational difficulty in making sense of the current Cohesion Policy’s logical 

framework providing for the structure of objectives and indicators. The parallel hierarchy of 

objectives and indicators is too complex and stringent. There is confusion about the 

respective roles of the different categories of indicators currently making up the indicator 

systems. The survey respondents warn against the difficulty of setting realistic targets. 

There is general agreement that there should be concentration on few objectives and 

indicators, and that both of them (as well as targets), should be identified through a 

participatory approach involving the stakeholders concerned. 

3.2 Conclusions

A radical shift of focus away from compliance and spending towards results entails 

discontinuity in administrative culture

Compliance with procedures and the pursuit of spending objectives have obscured the focus 

on the results of Cohesion Policy. There is a need to fully embrace a definition of 

performance based on results, and to move away from attention to compliance and 

spending. For this reason it is necessary to unlearn from the past and to bring about a 

drastic change in administrative culture. This, in turn, requires appropriate incentives to 

trigger a change in behaviour.

Establishing a performance-based delivery system is not (only) a matter of 

technical administrative improvement, there is a political dimension to it

To bring about such a fundamental change, technical improvement of administrative 

practices is insufficient. It is necessary to establish connections between the performance 

system and the political sphere at regional, national and EU levels. Politicians should 

appropriate the result of the performance assessment, and the performance assessment 

process should feed into a political debate about regional development and growth. 

A performance system is instrumental to policy effectiveness

Establishing a performance system is not an objective per se. Likewise evaluability is a 

means expected to contribute to improve policy effectiveness. The objective of a 

performance-based delivery system is not only the measurement of performance, but the 

effects triggered by the measurement process, mainly in terms of stakeholder participation. 

Such a participatory approach (partnership) is, in turn, expected to bring about 

improvements in policy effectiveness by prompting stakeholders to focus on needs and the 

corresponding desired changes Programmes are expected to bring about. 
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Establishing a performance-based delivery system requires a comprehensive 

approach not just focused on performance measurement

A performance approach is a “package” not just limited to performance measurement. 

Gearing a policy delivery system towards results requires not only setting up an appropriate 

measurement system, but also addressing the different phases of the Policy/Programme 

cycle. For example, good quality programming and project selection are conditions for good 

performance. The concentration of Programmes on few objectives is a pre-requisite for a 

well functioning performance-based delivery system. 

Also, a series of principles should be followed like transparency, proportionality, flexibility, 

participation and ownership so as to ensure different essential conditions for a performance-

based delivery system to work.

Establishing a performance-based delivery system necessitates taking into account 

country specificity and other specific features at Programme level

Institutional characteristics and cultural traditions must be taken into account when applying 

the principles of a performance-based delivery system in a given Member State. While a 

broad compulsory framework needs to be devised, it should be sufficiently flexible to allow 

for country specificities. Similarly, different provisions should be made depending on the size 

of a particular Programme, and the intensity of the assistance provided by SF along the 

principle of proportionality. 

Performance measurement needs a balanced approach combining the use of 

performance indicators and evaluation

For some time the spotlight has been on performance indicators, indicator systems and 

monitoring systems. On the ground, this has often taken place at the expense of evaluation. 

It is time to rebalance the approach and make it clear that performance indicators and 

evaluation are two necessary components of a performance-based delivery system. 

The logical framework underpinning a performance-based delivery system for 

Cohesion Policy has to be simplified

The Cohesion Policy’s logical framework is too complex. The parallel hierarchical links 

between indicators and objectives is too stringent and difficult to implement. There is 

confusion over the different categories of indicators. There is no clear division of 

responsibility at the different levels of governance. 

The comparatively most pertinent policy level at which to anchor a performance-based 

delivery system is probably the Programme. The reasons are that ownership at Programme 

level is still relatively clear, and that the extent to which effects are imputable to an 

intervention remains acceptable. Therefore, the consideration of outcomes or results is 

possible. This does not exclude the consideration of other levels of analysis like, for 

example, interventions (particularly suitable for counterfactual analyses, for example). The 

other important building block of a new simplified performance-based delivery system is the 

focus on outcomes and outcome indicators as a realistic proxy for policy achievements. It is 

important that the performance system be embedded in the Programme from its origin 

(being its “backbone”) and not added on later on. 

The performance principles could also apply at Project level, but this could be optional in a 

first approach to account for the different degrees of preparedness of the MA in this respect. 
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Incentive mechanisms

Sanctions linked to the non-achievement of objectives should be avoided. As a matter of 

fact, the causal link between a Programme and its effects can be considered to be good 

enough to make possible the assessment of the latter, but too loose if a system of sanctions 

is to be established in connection with the non-achievement of objectives. Sanctions would 

in fact be too difficult to implement without incurring a major risk of obtaining 

counterproductive effects (e.g. conservative behaviour). Positive incentives could be 

envisaged as an option at national or Programme level only if specific conditions are met. 

That said, sanctions for not complying with the new performance framework, i.e. a system 

of conditionality based on compliance, should be in place.

Theoretical underpinnings

Last, from a theoretical perspective, it appears from the evidence collected all along the 

study that the principal-agent model might not be the most appropriate conceptual 

framework to adopt for underpinning policy developments geared to the establishment of a 

performance-based delivery system. Rather than accounting for top-down hierarchical 

relations between principals and agents and static signals given by indicator systems, it 

seems more appropriate to take into consideration complex patterns of horizontal and 

vertical relationships and dynamic interactions between stakeholders (“partnership”). This is 

crucial to devising appropriate incentives for changing behaviours.

3.3 Recommendations

Some recommendations are proposed on the basis of the conclusions above. They are 

grouped in two categories: actions that contribute to the overhaul of the current monitoring 

and evaluation system, and actions helping a new performance-based delivery system for 

Cohesion Policy to work properly (or lubricating the new workings, so to speak).   

3.3.1 A new set up for a result-oriented policy delivery 

One of the main conclusions reached by the study was the need to change the system. For 

this, two bold actions are necessary, respectively in the political and in the administrative 

spheres, on the basis of which a new system can be set up. 

The two bold actions proposed are: 

 In political terms, fostering a real strategic and political debate on Cohesion Policy at 

EU level, by setting up a “Cohesion Council” (on the model of the 

Competitiveness Council for example) and focusing the attention of the 

European Parliament on results rather than compliance. This is to enhance 

ownership and capture the attention of the public on the debate. 

 In the administrative sphere, minimising compliance with procedures and 

bringing about simplification. The MAs shall be freed from the excessive burden 

resulting from controls and audit. Error rates should have a higher tolerance and 

simplification of costs must be decisively introduced (e.g. flat rate, standard costs).

A new deal can then take place. Its objective is to establish a two-pronged system dealing, 

respectively, with measurement and evaluation at Programme level, and monitoring at 

Project level.



Policy Department B: Structural and Cohesion Policies

124

Establish a measurement and evaluation system at Programme level

Such a system relies on two equally important activities (one cannot work properly without 

the other) carried out during the programming period (ongoing):

 Quantitative assessment of the progress of the Programme;

 Evaluation of the Programme’s achievements.

The quantitative assessment is based on the consideration of the input–output–outcome

chain. Input and output indicators are seen as milestones towards outcome indicators. They 

are used according to the different implementation phases (specific emphasis on input at the 

beginning; during the first phases of the Programme, input and outputs serve as a proxy of 

achievements; in the final phases, outcome indicators are taken into account). Input 

indicators should be defined according to standardised categories of expenditure. A few 

output indicators and very few (one to two) outcome indicators are defined at Priority level. 

Input and output indicators are inferred from data in the monitoring system; outcome 

indicators are elaborated on the basis of standardized statistical or other sources (e.g. 

surveys). Some output indicators are common to all Programmes to enable comparability at 

national and EU levels. Targets shall be set for some outcome indicators. These targets can 

be revised during the programming period, provided changes are justified and recorded. All

the features characterising the indicator system and its monitoring are laid down in a 

“monitoring protocol”. As an option, it is possible to establish an incentive scheme if specific 

conditions are fulfilled. The EC provides methodological guidance on how to define 

appropriate indicators and targets, and how to establish a performance-based incentive 

scheme.

Table 13.  Categories of indicators at Programme level 

Level Source Specific features

Input
Categories of 

expenditure
Monitoring system -

Output Priority Monitoring system Some are common to all OPs

Outcome Priority
Statistics, surveys 

etc.

Very few, possibly associated with 

targets

Source: Authors

The qualitative assessment mobilises evaluation activities. It takes on board evidence 

produced through quantitative assessment and accounts for it. The focus is on the 

effectiveness of public policies at territorial level (inasmuch as Cohesion Policy interventions 

are embedded in a wider web of public interventions). Milestones for this activity are defined 

at EU level, for example when 30, 70 and 100 percent of the Programme has been 

allocated. The results of the assessment are reported and diffused at national and EU level. 

The EC provides methodological guidance on the choice of appropriate evaluation 

methodologies.

Run a monitoring system at Project level (optional)

As an option, performance indicators could be defined at Project level. They would be input, 

output and outcome indicators. They would be Project-specific except for some output 

indicators that are common to other similar projects and are defined at national and EU 

level. Targets would be set for output and possibly outcome indicators. A technical 

assessment report would be submitted to the MA at the end of the Project. 
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Some MAs might want to experiment incentive mechanisms at Project-level. No reporting to 

national or EU level is due. 

The ongoing monitoring and evaluation framework described above should be completed by 

ex ante and ex post evaluations. In particular, the former should identify and quantify 

indicators. 

Adopt a system of conditionalities 

Access to fund is conditional upon the establishment of a monitoring and evaluation 

framework designed along the above guiding principles.

3.3.2 Measures necessary or useful to make the new set-up work

Communication and transparency

First it is necessary to raise the awareness of Programme Managers about the radical 

changes that will characterise the new result-oriented delivery system of Cohesion Policy. 

Indeed, the changes introduced are not just technical or marginal ones. Differences to past 

practices could be underlined, as was done on the transition from the 2000-2006 to the 

2007-2013 programming periods (e.g. the monitoring system is no longer attempting to 

collect data at Project level on a continuum from input to impact). As far as semantics are 

concerned, the notion of “performance” is controversial; it would be preferable to refer to 

the dynamic notion of “result-oriented” delivery system.  

Second, the results of evaluation must be made public and disseminated. For example, a 

dedicated web platform managed by the EC could make all the evaluation reports for each 

Programme available. Programme evaluation should contain an executive summary 

translated at least into English. Evaluation results should be released simultaneously across 

countries and regions so as to increase visibility and their impact on public opinion, and 

foster some reputational incentive. A specific effort must be made in order to alert the 

media about the existence of a (new) result-oriented system and the availability of new 

data. 

Budget implications and legal enshrinement

In the context of tight budgetary constraints, resources need to shift in favour of results 

analysis and away from compliance assessment. Thus, resources should be specifically 

allocated to strategy design, measurement and assessment at EC, national and Programme 

levels. 

The new result-oriented framework should be enshrined in Cohesion Policy regulations. For 

example, a performance management and communication plan dealing with the indicator 

system, reporting, evaluation, etc., should be made compulsory at Programme level, with 

dedicated resources. The capacity of the MA to fulfil these duties could be the object of ex 

ante conditionality. If the rules are not respected, a sanction could be envisaged. 

Programming

As an essential prerequisite for focusing on results, every Programme should concentrate on 

a limited number of priorities (e.g. maximum three for the Competitiveness and 

Employment objective, and five for the Convergence objective). This is not only to improve 

evaluability (which is not an end in itself), but to make programming more effective and 

ensure that the focus is on the needs and corresponding desired change(s). A balance 

should be struck between the need to keep the number of objectives down to allow 
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effectiveness and that of pursuing multi-sectoral strategies that are typical of an integrated

place-based approach. 

Partnership

The performance management plan and the indicator system have to be set up in a 

participatory manner, involving all concerned stakeholders. This is crucial if the performance 

assessment process is not only to yield interesting analyses of performance evolution, but 

also to ensure the commitment and active participation of the actors concerned. For 

example, debating about which outcome indicators to select and how to quantify them is not 

only of interest in identifying relevant indicators or realistic values for targets, but also 

because it offers an opportunity for stakeholders to compare their views and performs a 

“knowledge revealing” function. In this way, they reflect about policy objectives and desired 

changes. Territorial Pacts (advocated by the CoR) or Partnership Contracts offer an 

adequate platform for this activity. 

Peer review

A community of practice and knowledge has to develop around the issue of a (more) result-

oriented delivery system. Networking and the exchange of good practices (especially in 

evaluation studies and research) among policy-makers at regional and national levels should 

be stimulated (e.g. on the lines of the European Network of Evaluation). The EC has an 

important role to play in this respect. 

Independence and the credibility of evaluation

Each MS shall formally identify a national body in charge of the quality of the evaluation at 

Programme level. It could be an independent evaluation agency set up from scratch or it 

could be a unit located within an existing authority, depending on the institutional set up of 

the MS. Actual programme evaluation could be the responsibility of a team of experts from 

the regions and from other regions, as well as from other countries. The quality criteria used 

by the national body for checking programme evaluations shall be set at EC level. Every 

year the MS shall report on the quality of the exercise performed, verifying the reports and 

identifying strengths and weaknesses, as well as good examples.

Role of the European Commission

The European Commission shall be perceived (again) as a partner of the national and 

regional authority, spurring innovative behaviour and directing attention towards results 

rather than implementation. For this, it should provide guidance on quality standard and 

methods, and ensure that adequate administrative capacity is mobilised in MS. Examples of 

specific concrete actions it could adopt comprise:

 When assessing “contracts” with MS, the Commission should verify administrative 

capacity not only during the implementation phase (managing, control) but also 

related to strategic planning (programming, evaluation);

 The Commission should ensure not only the existence but also the quality of 

programming documents at regional / national levels and set out minimum quality 

standards (e.g., existence of a coherent analysis, adequate monitoring system, etc);

 The Commission should provide substantial support in defining indicators, and in 

particular specific result indicators. It should make clear that result indicators reflect 

the specific strategy and expected changes of each Programme (common results 

indicators are not useful and could harm national/ regional ownership);
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 The Commission should make a set of comparable data enabling context 

benchmarking easily available (for example in the context of the ESPON framework). 

This would help regional authorities establish specific strategies and define 

appropriate result indicators;

 The Commission should ensure the quality of evaluation by setting quality standards 

(e.g., by defining ex ante quality criteria, promoting peer review, rewarding best 

practices, rejecting low quality evaluations, etc) and providing methodological 

guidance. It should also encourage open and competitive markets for evaluation 

across Europe;

 Finally, in case a system of performance reserve is adopted, the Commission should 

make clear to MS and regions that milestones are just “proxy” of target achievement 

and not objectives in themselves. 

Overall, this requires reinforcing the technical capability and human resources in DG 

REGIO (Directorate-General for Regional Policy). 

Role of the European Parliament

The core of the Parliament’s control activity must concentrate on the results achieved rather 

than on issues linked to compliance. In order to do so the EP should make use of its 

prerogative as interlink between the citizens and the institutions by foreseeing two of the 

most innovative aspects of the new performance framework:

1) Set up a regular forum for debate of results: this could take form of a regular REGI 

committee meeting dedicated to this aspect (ie. once a year), an agora (ie. every two 

years) or taking a more inter-institutional approach e.g. in form of a common meeting 

with the Committee of the regions.

2) Make regular and more systematic use of current and future documentation of results. 

It should in particular promote the project of an (inter-institutional) database/online 

platform where data and evaluation reports are made available to both citizens and policy 

makers in a timely fashion. In order to realise these and other innovations put forward 

the EP should use its role as colegislator in order to ensure that they are properly 

included in the post-2013 regulations.

Role of other EU institutions

The Committee of the Regions has to provide room for the debate and the involvement of 

stakeholders such as towns and regions. Furthermore, it has to stimulate learning and the 

exchange of lessons within the EU and help the European Parliament and the European 

Commission in publicising and making transparent evaluation More in details:

 The Open Days event should have a specific thematic section regarding the 

performance and evaluation of Programmes. This would help building a “community 

of practice” among consultants, academics and public officials engaged in Cohesion 

Policy.

 The COR should play more “technical” role. It already collects opinions and insights 

from the Regions and Towns but most of its consultation regards high political issues. 

The same could be done for specific technical issues related to performance.
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3.4 Scenarios

On the basis of the many standpoints collected through desk and field analyses, different 

possible scenarios can be inferred about what a more performance-based policy delivery 

system could be for Cohesion Policy. 

3.4.1 Ideal type scenarios

In order to infer scenarios, it is useful to adopt an ideal-type approach. Two opposite ideal-

type scenarios for the final purpose of having a performance-based system can be identified 

and a third scenario can be inferred. This latter scenario takes advantage of the strength of 

the two ideal-type scenarios and minimises their drawbacks. It appears that it also 

corresponds to the recommendations of the study – thus corroborating or validating them. 

 Scenario A: performance measurement is seen as a "competitive system”, comparing 

different Programmes to allocate tangible (financial) incentives. Competition is a way 

of enhancing the quality of programming and the effectiveness of implementation. In 

this view the crucial issue is comparability of data and performance is measured by a 

neutral arbiter. Accountability is rather of an administrative and technical nature. In 

order to have an effective result-oriented policy delivery, a system of 

incentives/sanctions is established, based on measurable performance during the 

Programme’s life. As a consequence, objectively observable and assessable indicators 

have to be used to ensure fair comparison among Programmes. Financial and 

physical indicators are, thus, the only indicators that can be used for this purpose. 

Targets have to be negotiated with the EC by the Programme authorities before the 

Programme starts up and can be assessed at both levels: national partnership 

agreement and single OP.

 Scenario B: performance measurement is a lesson drawing/cooperative system that 

aims to build awareness and ownership. Thus, performance is evaluated against 

policy targets, which are not necessarily tangible and not always easy to quantify. 

Accountability is of a reputational nature and involves citizens and stakeholders. In 

this framework the European Commission plays a role in building administrative 

capacity, especially through target setting. The performance framework also involves 

the beneficiaries. Best practices are identified, rewarded and promoted. Performance 

is a tool to enforce the ownership of the Programme and to bring about change in the 

administration by focusing on the effects of the Programme, and accountability is 

defined in “political” terms.  

The main features of the two scenarios are outlined in the table below.
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Table 14.  Two Scenarios for performance measurement

Scenario A Scenario B

Definition of 

performance

Performance concerns implementation 

capacity (absorption and physical 

delivery)

Performance is the achievement of  

the Programme’s strategic objectives

Policy level National – Programme Programme - Beneficiary

Indicators Outputs (financial and physical) Results (tangible or intangible)

Target setting
At Programme level, but negotiated 

with the EC

At Programme level, but 

methodologically supported by the 

EC

Assessment: 

monitoring and 

evaluation

Independent auditor based on 

monitoring indicators

Independent evaluator (but also peer 

reviewing)

Incentives Financial Reputational

Source: Authors

The two scenarios have pros and cons. 

The first scenario (competitive) has two noticeable difficulties:

a) From a political point of view, having a system based on financial sanctions and 

incentives may appear unfair in times of economic crisis. In a region/MS in particular

difficulty, monetary sanctions can be politically unfeasible, as is also demonstrated 

by the recent financial crisis. 

b) From a Programme point of view, the need for comparable indicators will necessarily 

focus on the management level rather than the effects. This might cause several 

setbacks. It will overlap with the existing N+2 system, distort human and financial 

resources from strategic planning to implementation monitoring, and provoke 

reverse discrimination in the selection of projects (in less ambitious projects it is 

easier to control spending). Moreover, it will interfere with the building of an 

“evaluation” culture since MAs may fear transparency and in-depth measurement. 

The second scenario (cooperative) might not have sufficient power to encourage MAs to 

change their attitude. Furthermore, having a system of measurement that is mostly self-

referring may harm transparency and mutual learning. 

3.4.2 Recommended scenario: a combination

Taking into consideration the strengths and weaknesses of the two ideal-types described 

above, it is possible to envisage a performance measurement system that takes on board 

the positive aspects of the two: having sufficient authority to initiate a process of change, 

but not compromising the lesson-drawing process. 

On one hand, it builds a compulsory framework of measurement where methodologies, 

types of indicators and milestones are mandatory. Each Programme has to establish its own 

system of measurement on the common EU basis. Furthermore, the performance 

measurement is transparent and public. On the other, the achievement of the Programme is 

not linked to any financial sanctions or incentives and is based on a set of mixed indicators, 

according to the different implementation phases. In other words, the establishment of 

performance measurement is enforced by a compulsory framework that envisages penalties 

(even financial), although the measurement concentrate on results without further sanctions 
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(or incentives). This requires focussing attention on the results of the Programme without 

compromising efforts to bring about a cultural change in administration. 

The following table gives the key features of a combined scenario.

Table 15.  Recommended combined scenario

Project/Programme 

management cycle
Scenario for the future

Defining objective

 Concentration on few objectives in relation to Europe 2020

 General objectives at EU level, more operational and detailed ones at national and 

regional levels

Identifying indicators

 Defined at the Priority level

 Input (in line with standardised categories of expenditure), output, outcome

 Few output indicators, very few outcome indicators (one or two) 

 Some output indicators are common to all EU programmes, others are specific to 

the Programme

 Participatory process of identification

Setting targets

 Targets set for some outcome indicators 

 Revisable 

 Participatory process of identification

 Assessment by a third party

Reporting
 Input and output indicators from the monitoring system, outcome indicators from 

statistical sources or surveys

Monitoring

 Establish a performance monitoring protocol providing for the main rules and 

features of the monitoring system

 At Programme level. As an option, also at Project and intervention levels. 

 Provides quantitative evidence for evaluation

Evaluation

 At Programme level. As an option for single interventions too

 Ongoing. Also ex ante and ex post

 Set up of national body in charge of ensuring evaluation quality

 Ongoing evaluations carried out in relation to the financial absorption of the 

Programme: 30-70-100 percent.  

 Mandatory performance management and communication plan

 Independent 

 Combination of methods (triangulation)

Incentive mechanisms

 Possibility of establishing an incentive mechanism at Programme level if specific 

conditions are met (optional)

 Compulsory conditionality system: no access to funds if a performance framework 

is not set up

Facilitating actions

 Institutionalised public debate formats

 Online platform making monitoring data and evaluations available to citizens and 

policy makers 

 Continue Evaluation Expert Network and/or similar networking initiatives

Source: Authors
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3.4.3 The recommended scenario in perspective

The proposed scenario adopts several proposals recently made to reinforce the result 

orientation of Cohesion Policy. It agrees with most of the proposals contained in a recent 

document by the Commission on a new system of monitoring and evaluation (EC, 2011b).

In particular, 

 it takes over the proposal to focus on few well defined objectives connected to 

Europe 2020;

 it fully endorses the proposal of focusing on the causal chain input – output –

outcome indicators with a specific focus on outcome indicators and agrees with the 

request to set few (outcome) indicators and targets;

 it adheres to the methodological guidelines the Commission put forward in order to 

facilitate the identification and quantification of such indicators. In particular, it 

agrees with the proposed sources (consider statistics and surveys as well as

monitoring data);

 it agrees with the choice of focusing on Programmes considered to be the level most 

appropriate to carry out performance assessment;

 it also agrees with the articulation between monitoring and evaluation, where 

monitoring provides quantitative insight analysed and explained through evaluation, 

and insists that a renewed attention to monitoring data should not take place at the 

expense of evaluation.

At the same time, the scenario departs from the steps recently taken by the EC to establish 

a performance-based delivery system for Cohesion Policy (see EC, 2011e and EC, 2011f) in 

the following ways: 

 it advises not to make a system of performance reserve compulsory at EU level and 

to rather adopt conditionalities focused on the establishment of a performance 

framework;

 it takes a wider perspective on performance assessment and argues that a deep 

cultural administrative change is required that cannot be fostered through improved 

technical options only;

 it recommends the wide diffusion of the results of performance assessment and the 

opening up of public debates with a resulting politicisation of the process. 
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