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1. Introduction 

1.1 The challenge: how to simplify processes of growing complexity

The simplification of European Regional Policy and the Cohesion Fund has been a major issue of the Structural Funds reforms in 1994 and 1999, but each of these reform exercises has produced implementation systems which have turned out to be more complicated and bureaucratic than the ones they have replaced. In its “First progress report on economic and social cohesion” (January 2002) the Commission has explicitly addressed this dilemma.

Complexity is expected to rise even more with EU enlargement. Reducing complexity via simplification is therefore ranking high on the policy agenda. 

In this paper the authors want to show that simplification is not a mere technical issue, a question of reforming processes or of replacing one set of regulatory mechanisms by another. Instead it touches fundamental aspects of European regional policy making: Viable simplifications require an appropriate understanding of the processes which take place within and among the social systems involved in regional development (which are to be addressed by cohesion policies) as well as in the administration of Structural Funds (which require effective co-ordination among different levels of government). However, a model which pays due attention to the functioning and specific qualities of social systems will not only mean a departure from current practice, but will require fundamental changes in concepts and actions – in short: a paradigm shift in policy making and governance.

1.2 The need for a paradigm shift in managing Structural Funds

In essence, EU Structural Policy is shaped by a mechanistic and hierarchic model of top-down governance based on command and control. This policy model is deeply rooted in the scientific paradigm which has dominated western thinking from the 17th to the 20th century. It was more or less successfully applied in planning contexts characterised by clear hierarchic structures in a stable and predictable organisational environment (e.g. armed forces, large corporations producing standardized goods – the “Fordistic model”). This framework serves well to achieve “closed” tasks, whose results are known in advance and thus might still be useful where such conditions and purposes prevail (e.g. for physical infrastructure investment projects). 

For the complex and dynamic conditions, however, which characterise today's regional policy making this old model proves more and more inadequate. One important reason is that it underestimates the complexity of both regional development tasks and of the actors involved in regional policy, and it does not sufficiently take into account the following qualities inherent in modern regional development processes: 

· Openness: Regional policy – especially in non-cohesion countries – is essentially dealing with open tasks, whose results cannot be known in advance. Implementing a development strategy, improving competitiveness, promoting innovation etc. are open processes, where only general objectives can be defined beforehand, but concrete solutions and appropriate approaches will only gradually emerge. Development can be defined as  the increasing capacity of a system to fulfil internal and external demands, capacity and demands are inseparably coupled with each other. 

· Recursiveness: The success of regional development policy depends on the interaction of economic, social, cultural and physical resources within a territorial unit and on the quality of collaboration between key actors having access to or being responsible for these resources. These actors appear on the supply and on the demand side of regional policy (as suppliers they mobilise the resources, as beneficiaries they want to tap added value from the co-ordinated use of these resources). This cyclic, self-recursive structure requires decentralised, flexible and non-hierarchical forms of co-ordination and decision-making (e.g. co-operations, networks, clusters).

· Unpredictability: The key players in regional development processes (providers as well as recipients of support measures) are social actors (institutions, individuals). Their actions are not just the result of pre-defined and explicit objectives, but also of their often hidden specific motives and interests, as well as (organisational, social etc.) rules which determine their behaviour pattern. 

These conditions are not new, but were not sufficiently taken into account by past reform attempts, therefore the latter have largely failed to produce the desired results. Instead they have produced a plethora of details for programming or monitoring purposes and an overflow of rules on financial management and control which counteract the simplification of procedures expected from more decentralised implementation. This in turn threatens the achievement of any positive “net value added” of EU Structural policy - at least for non-cohesion countries, where the modest level of funding does not create an obvious economic value added by itself.

The challenges posed by the complexity of inter-acting social systems are not unique to regional policy. They equally appear in other fields such as business management and organisational development. However, in these realms we can observe a paradigm shift: the former lead model of strategic planning (which still is at the core of the present Structural Funds policy model) is gradually being replaced by holistic, evolutionary models based on cybernetics, complexity and systems theory. 

This paper therefore presents lessons to be learned from, and proposes some methods and instruments which have been developed in, these fields. These insights might prove useful for the forthcoming reform of Structural Funds, stimulate innovative solutions and indicate ways for achieving simplification - despite increasing complexity.  

2. Understanding social systems 

2.1 Basic features of social systems

The specific features of complex systems can be summed up as follows:  

Simple systems
Complex systems

· few, similar elements

· few linkages among elements 

· potential for behaviour and actions of elements is very limited 

· stable, deterministic impact chains 

· quantifiable behaviour 

· possible states of a system can be predicted (analytic explanations, certainty can be achieved)

· allow complete steering and control
· many, different elements

· strong linkages and interdependencies 

· large repertoire of behaviour and actions of the individual elements

· manifold, variable impact chains 

· behaviour patterns, less quantifiable 

· the uncertainty of possible states can be recognised (synthetic understanding, reduction of uncertainties)

· allow only limited steering and control 

The constituting elements of social systems are interactions, not people or objects. Social systems are the result of a combination of many variable interactions and the quality of their linkages. Due to the linkages, changes in single elements do not remain isolated, but can influence others and lead to adaptive change throughout the whole system. In social systems complexity is expressed by their large repertoire of behaviour (“variety” in cybernetic terms). 

The resulting non-linear behaviour of complex systems has two important implications:

· Relationships between cause and effect are neither proportional nor transparent: Every action can be both - cause and effect; therefore “circular” interaction patterns replace “linear” cause–effect links. These patterns are made up of (negative and positive) feed-back loops and regulate the behaviour of a system. Due to their inter-relation these feedback loops can dramatically amplify or diminish the effects of an interaction. And it is difficult to trace all the linkages and effects of an action. Social systems can therefore never be exhaustively analysed or understood. 

· Changes are essentially self-organised: The behaviour of complex systems can hardly be determined and it is often difficult to give even a plausible estimate of the final outcome of an action. There are severe limits to plan or create future situations, as they evolve “organically” via self-organisation processes. And they can only be partially influenced or controlled from outside. 

2.2 Structural complexity of social systems

Social systems are composed of sub-systems, which all have their own structures, rules and logic. As these determine their behaviour and cognition, every (sub)system only has a selective and limited view of reality. They reduce complexity by selecting information from their context which is meaningful to them. Thus relevance is essentially determined from an internal perspective and it is the receiver – and not the sender – that determines whether an information is noticed and considered important. 

In modern societies “policy makers” are usually such complex social systems, consisting of different types of public (sub-)systems (bureaucracies, governments, parliaments etc.) with quite different structures, internal rules and logic. In federal countries and in the European Union this structure is further complicated by different levels of public powers (EU, national, regional). Policies of these public systems are influenced by the expertise of professional systems and their specific logic. In multisectoral policies such as regional policy there are several different professional systems (economics, spatial planning, ecology, sociology etc.) which all might become relevant for the design and/or evaluation of a policy.

Policy makers should be aware that interventions can only become effective if they are perceived as information relevant for the addressed system (“a difference which makes a difference”). When designing a policy it is therefore necessary to have an adequate understanding of the internal mechanisms of perception and of the criteria of relevance of the systems which participate in, or should be addressed by, an intervention. This means: policy makers should learn to see the world not only from their own point of view but also from that of the people and systems they are communicating with.

Moreover, the existence of diverse and often conflicting views of different groups of people should be seen as the rule - and not as an irritating exception from the ideal of one single truth. Mutual understanding and successful communication between different groups can be facilitated if the following elements of a systemic perspective are explicitly taken into account:

· the existence of different contexts of professional, institutional and cultural frameworks on regional, national and supranational levels; 

· the existence of a specific (and necessarily selective) repertoire of what a system regards as meaningful communication (notions, language, values etc.), which media of communication (stiles of writing, quantitative data, maps etc.) are preferred and which descriptions of “reality” are therefore regarded as adequate. 

· the principal limits to cognition for all systems (including, of course, oneself - which strongly suggests an attitude of openness for other views and logic). 

On the basis of such an attitude of mutual interest and acceptance the confrontation between social systems and their different views – which, without that basis, usually provokes misunderstanding, rejection and resistance - can be made productive. Eventually mutual understanding can be deepened and a common basis of communication established. 

However, language is also subject to the selection processes described above. Therefore each “text” is likely to be interpreted quite differently in different social environments or by different readers (“con-text”). Whereas oral communication usually takes place in more or less familiar social contexts, written communication (e.g. regulations, programmes, political declarations) can be easily transferred to other times and places and is thus almost inevitably confronted with different interpretations in different contexts. Moreover, understanding is fluent and changing and the possibilities to freeze it by writing are rather limited. Written documents therefore do not (and indeed: cannot) preserve the understanding of the authors or of those who participated in the process of elaboration in its original form. 

Under such circumstances, consensus and mutual understanding should not be taken for granted, but be regarded as temporary compromises despite divergent views and objectives. Thus the efficient implementation of a policy is a continuous task which must be realised in a pro-active manner via appropriate communication and management of relations. This is the particular role of co-ordination departments, networks, intermediaries (e.g. development agencies) and other actors, which operate at the interface of several systems and facilitate joint orientation and concerted actions of (relatively autonomous) partner systems. 

2.3 Self-organisation

Social systems develop their own internal mechanisms of regulation and stabilisation (“autopoiesis”) and cannot be controlled externally - at least not in a direct mechanistic sense. Changes in the environment might require an adaptation of the system, but these adaptation processes follow internal mechanisms rather than external control. External regulations or objectives can influence their behaviour, but they are only a part of the set of social relations relevant for their functioning. Interests, non codified rules and social customs as well as personal motives and habits of the people acting within them can all have an influence on the behaviour of institutions and organisations and should therefore also be considered.

To understand how social systems work, it is neither necessary nor possible to thoroughly analyse how they self-generate their internal states or to dispose of detailed information about all the sub-systems. Instead it is crucial to understand the underlying behaviour patterns, which generate complexity. But to achieve this, few data might be sufficient, provided they are carefully selected and appropriately linked. 

If several systems are linked together (thus being part of each other’s environment), the development of one system might cause adaptation processes of another system (and vice versa). This structural link (or “coupling”) of living systems leads to processes of co-evolution, but not necessarily in a purposeful way, rather as the result of mutual interdependence and influence determined by their structure (“structural drifting”). 

Regions can be regarded as such a set of structurally coupled social systems: political, administrative, economic, social etc.  They are all structurally coupled with, or existing in the context of, other systems. The quality of coupling (strong, loose) is determined by the degree of mutual influence. In processes of regional development these social systems interact within a given territory. Each of them has its own specific objectives and interests, mechanisms of communication and process dynamics, which should be taken into account in policy making. 

To influence the behaviour of self-organising systems indirect forms of steering are most appropriate. They make conscious use of self-organisation capacity and aim at influencing self-regulatory mechanisms by modifying the context in which they operate. This can consist in establishing general rules for their behaviour, or by physically changing their environment (e.g. through the provision of infrastructure). Giving up direct interference and detailed regulations not only makes the regulatory framework simpler, it also enables to achieve more flexibility and adaptability to local or varying circumstances. 

2.4 Time

Activity and processes of change require time. Public policy aiming at influencing self-organising systems should be aware that different sub-systems (or types of activities) require, and are constrained by, different quantities of time:  

· Development processes aimed at by regional or structural policy comprise complex chains of changes in physical and social systems. These changes usually need several years, sometimes decades or even centuries. 

· This very long term character of development processes contrasts sharply with the internal system requirements of political systems, especially those which are based on mass-media communication, which are characterised by increasingly short term processes: immediate reaction to perceived challenges, quick visible results. Even “long term” rarely goes beyond the end of an election period for political systems. 

· The time requirements of administrative processes (e.g. negotiation and co-ordination, monitoring, processing information, reporting, controlling) depend on the complexity of the issues (e.g. partners involved in negotiations) and the degree of innovation required for processes. Complex activities (e.g. programming of transnational INTERREG programmes) easily require many months or even years. 

· This long duration of administrative processes might create problems for beneficiary systems (e.g. waiting for funding decisions), which have specific time requirements of their own. The latter will depend e.g. on the size, characteristics and degree of innovation of the projects to be implemented. Long implementation periods of projects might in turn conflict with shorter time requirements of the administrative or political systems (e.g. regular absorption of funds, quick results). 


If the specific time requirements of different involved systems are ignored or confused, this usually leads to absurd formalities, bad performance, irregularities in management or even complete failure of a policy. EU Structural Policies are full of examples for this.

2.5 In search for simplification: the dangers of reductionism

Successful work with/in social systems requires to take account of their specificities, notably their limits with respect to information, influence and control. However, they are often underestimated or ignored. Since it is inevitable to reduce complexity in interacting systems, the secret does not lie in the reduction as such but in the way this reduction is pursued. It is important to bear in mind that complexity is a relative term and can only be assessed by comparing at least two different systems. The complexity of one system is “felt” by another, communicating system at the very border (or interface) between these systems. 

If system A (e.g. beneficiaries, economic actors) has a wider repertoire of behaviour than system B (e.g. regional administration, development agency), system B “feels” overwhelmed by the complexity of A. In order to cope with the complexity of A and to influence it to take a desired direction of development, system B has to “reduce”, that is to “simplify” the possible ways of interaction to a limited set of agreed rules. If these limits are not set based on an understanding of the dominant patterns by which system A self-organises its most critical tasks, this leads to an inappropriate reduction or mental “trivialisation” of system A. 

Social systems are then stripped of their most important qualities – internal dynamics and self-organisation – and treated like simple machines. Reality is regarded as a simple input-output model, where the same input (e.g. support measure) will always lead to identical output and objectives can be easily reached once the measures are defined, regardless of circumstances.  

But in social systems interventions usually do not work in a linear manner and one-way. Due to internal dynamics, they also trigger processes, which can neither be foreseen nor reduced to original plans or intentions. Social systems can react differently at different times to the same input – depending on their internal state. Their behaviour (output) can neither be explained from inputs nor their internal states, but results from the interaction of both:


In a world of complex, interrelated processes it is therefore impossible to take all relevant effects into account, to forecast the effects of an intended action (deterministic planning) or to trace back the behaviour of a system to one particular past intervention (deterministic evaluation).

Explanations based on linear cause-effect relationships are of little help and can even be counterproductive or misleading. If a region were reduced to a trivial system by drastically limiting the behaviour of individual and collective actors to a few predetermined possibilities, they would lose their capacity to adapt and develop. This ultimately requires that the „recipient“ systems of programmes, which are designed in such a linear manner, are “dead” respectively inert, and certainly do not possess the qualities of living systems!  

Inversely, the desire for direct influence and control, which is an inherent feature of linear thinking and of the related logical framework approach, can lead to inappropriate forms of intervention: For instance, to correct faulty (or undesirable) output either by directly manipulating the output (end-of-pipe measure) or by interfering in processes immediately responsible for output production (analogous to the search for „defective“ parts or processes in machines). 

However, since the output of social systems depends on complex interactions, it makes little sense to intervene at this “object level”. It is the structure of a system, the interaction of elements and/or with the context which need to be changed. But this requires to intervene at the level of rules that determine a system's behaviour (“meta level”) and ultimately influence – but in an indirect way – the production of outputs. 

Summing up, simplification in order to deal with complex systems is not just an arbitrary reduction of their repertoire of behaviour (“variety”). It is much more the art of concentrating the internal forces of the “steering system” (B in our above mentioned example) onto a certain point at the border to system A (the regional context, which should be “governed” by system A). The internal forces of B have to match the complexity of the corresponding self-organising forces of A. 

For keeping a complex system (A) under control, the steering system (B) must have a variety which matches the variety of system A with respect - and that is the important point - to the relevant interactions. The result of a management process can not be better than the model which is used for constructing the reality, except by accident: “Every good regulator of a system must be a model of that system.
” 

In regional development, system B, the controlling system (e.g. the regional administration), tends to show more aspects of hierarchies, whereas the region and the networks of actors who represent the region in participatory processes, rather show aspects of heterarchies. Hierarchical structures show a high degree of extrinsic control, a linear chain of command and little autonomy of the lower ranks. Heterarchical structures rather operate on intrinsic, self-organised control, they may dispose of more than one centre of organisational power; its parts enjoy a certain degree of autonomy. 

This is not a problem, as long as the hierarchical system is constructed in a way that its “outer skin” can be recognised as an equitable and reliable player in the regional network of actors without being identified as an “alien”. That is the key criterion for the functioning of horizontal and vertical partnerships, the most important building blocks of decentralised programme delivery. And the art of regional governance lies in the capacity to poise at the border line between representing the greater whole (the democratic representation of the territory), embracing all other subsystems, and representing just a subsystem (political institutions, administration), a node among others in the network of regional actors.

2.6 Consequences for the simplification of Structural Funds

When a complex reality cannot be brought satisfactorily under control via linear methods, this usually leads to increased control. Ineffective rules are countered by intensified regularisation (“more of the same”) but this will only increase complexity and cannot solve the fundamental management problems of interacting social systems. The same holds true for simplifications, when they are formulated only from the point of view of one sub-system (e.g. the European Commission), neglecting the often adversary and counter-intentional effects this has for the other partner systems.  Or when simplifications are attempted on the basis of linear thinking, because they cannot adequately capture the non-linear functioning of living social systems. 

That is essentially what happened with previous attempts to “simplify” the implementation of Structural Funds, and why they have failed. If this is to be avoided in future efforts, some basic conclusions can be drawn from complexity theory:

· Take into account the whole and its parts: Simplification cannot be decreed unilaterally, it can only be achieved by reconciling the various logics and constraints of the interacting sub-systems (e.g. administrative levels and partners). The same process can have different meanings and effects for the actors involved: What simplifies one partner’s tasks can mean an excessive burden and workload for others. The degree of simplification is thus the total sum of modifications throughout the entire chain of procedures.

· Orient on client's needs: Simplification cannot be defined from an administrative logic only, but must also take into account the logic and needs of the “beneficiaries” and target groups. This holds especially true in non-cohesion countries, where public infrastructure does not play a major role and the achievement of objectives requires above all the initiative, involvement and financial contribution of private promoters. Their actions are the basis for obtaining desired results, and Structural Funds are to be essentially regarded as supporting processes (and not an end in themselves). 

· Respect identity and (relative) autonomy: The implementation of Structural Funds Programmes requires concerted action by many partners which operate rather independently from each other. Attempts to directly influence their behaviour in a desired direction will inevitably lead to rather detailed regularisation, high co-ordination costs and low flexibility. And they will  likely produce adversary effects because in order to preserve their identity, the individual sub-systems will develop immunity reactions: For every rule established, ways to by-pass it will be developed, if the rule is not regarded as meaningful by the addressed system itself. 

· Exert indirect, contextual influence: In such an environment, simplification can best be achieved by making deliberate use of the self-organising mechanisms of social systems, not by working against them. This requires indirect forms of steering via rules, which change the context of other systems in a way that influences their behaviour in a desired direction. Since the administrative levels interacting in Structural Funds Programmes can be considered as nested systems, a hierarchy of rules can be established, whereby each level effectively defines the context for the sub-systems under its sphere of influence.

· Define behaviour boundaries: In order to be simple and effective, “boundary conditions of relevance” should be established for the subsystems. They consist of a few general rules prescribing desired types of behaviour. The specific behaviour will then be determined by the sub-systems which apply these rules in a flexible manner in their particular context. In order to be effective, these rules need to be simple and understood by the addressed sub-systems. They should make sufficiently clear through which actions the subsystems stay in or out of bounds. Rules which determine types of behaviour are mostly of a negative kind, they postulate what should be avoided (instead of what is to be done), thus specifying the boundaries but leaving enough room for adaptation. 
3. Proposals for a new model of policy making and governance

Policies which are designed and implemented in different (and changing) contexts by a network of largely autonomous but interdependent social actors, should be based on a concept of development which takes adequately account of their complexity. Following the new paradigm, development cannot be understood as a logical sequence of predefined steps, whose implementation will - quasi automatically - lead to the achievement of intended results. Rather it should be conceived as an open process of transformation, which needs to be continuously shaped and during which it is necessary to react promptly.

Such a paradigm shift requires different methods and instruments. The following chapter outlines some approaches which have been developed in the private sector to handle similar challenges
. They could easily be adapted to the needs of public policies, notably in the framework of the forthcoming reform of Structural Funds.

The methods and instruments are structured according to the three main phases of the programming cycle:

· Planning and preparing programmes

· Managing and implementing programmes

· Monitoring, evaluation and control of implementation

3.1 Planning and preparing programmes 

3.1.1 From static to dynamic planning

Planning should be based on the fundamental assumption that the future cannot be predicted and will always bear uncertainties. Plans should therefore be regarded as hypotheses about  future developments. The usefulness of these hypotheses need to be regularly reviewed in the light of experience and/or changes in context. 

This requires an „iterative” planning model, which foresees the revision and adaptation of plans via successive monitoring and evaluation cycles. In principle Structural Funds Programmes follow such a model, but practice reveals serious shortcomings. Several pre-conditions must be met for iterative planning to become effective:

· Synchronicity: Efforts need to concentrate on monitoring and the adaptation of plans during implementation (instead of investing heavily in planning at the beginning).

· Timing: Evaluations need to be utilisation-focused and timed to feed review cycles (instead of mandatory exercises following a separate time-frame). Decision-making procedures should facilitate (not complicate) the adaptation of plans in the light of evaluation findings.

Such a dynamic concept would not any longer see planning and implementation as sequential steps, which are clearly separated from each other, with monitoring and evaluation providing feed-back in a pre-defined rhythm. Instead planning and implementation are considered to be run parallel, and in multi-actor systems  implementation processes are carried out quite independently from each other. Planning is the start of implementation, and implementation is the continuous adaptation of plans, with monitoring and evaluation providing the linkage and ensuring coherence:











The programming of Structural Funds puts strong emphasis on “prescriptive” strategies which lead to detailed and comprehensive plans for their implementation. But there are conditions where such an approach demands too much effort and is not even very useful: Regions are hardly acting as homogeneous, rational subjects. And actors can face considerable difficulties in jointly formulating and implementing clear, focused development strategies, even if there is sufficient information about internal and external influences, which is rarely the case.

Under such conditions it is more appropriate to place the emphasis on strategy as an on-going process. The strategies which are implemented in this case are a mixture of pre-defined intentions and new orientations, gradually emerging due to the discovery of new facts or successful “pilot” testing. These “emerging” strategy elements should not be overlooked or treated as less relevant than the more “conscious” ones, as they are crucial for up-dating and validating intended strategies in the light of real experience. 



Such an approach means continuous learning beyond the level of individual actors, which in turn requires appropriate settings and sufficiently open attitudes. These settings combine conversation with reflection (e.g. “structured dialogues”, “team learning”). Questions which need to be addressed include: Why were certain strategies not implemented, which new conditions and factors are emerging, which activities are promising? 

3.1.2 From deterministic to optional planning modes

A second area of improvement of existing practice would be the refinement of the current hierarchy of plans. In EU Structural Policies there is already now a distinction between strategic planning contained in Operational Programmes and Community Support Frameworks, and operative planning contained in Programming Complements. This structure reflects the principles of subsidiary and decentralised implementation via embedded administrative levels. But in practice these principles are counteracted through the Commission's excessive request for detailed information about operative tasks (e.g. monitoring). 

The key for making such an architecture of “embedded” plans work is a clear separation of responsibilities: Higher levels have to restrict themselves strictly to determine the framework conditions. This comprises the definition of (feasible, realistic) objectives as well as the establishment of rules which are relevant (and can be controlled) at this level. The detailed operationalisation will be left to the lower levels. Such a framework, which defines the “boundary conditions of relevance” for other actors, stimulates the self-organisation capacities of social systems. The advantages are improved ownership of development activities and greater flexibility under changing conditions, since responsibility is clearly transferred to those best placed to identify concrete challenges and possibilities. Such a procedure is also in line with the principles of Good Governance (partnership, subsidiarity). 

Moreover, there are situations, where detailed planning is not useful, because contexts are changing fast or the influence of external processes or factors is overwhelming (this might be particularly relevant in the case of small programmes or territories). Under such conditions it might be more appropriate to use other forms of planning, for instance: 

· Milestone planning: Actions are not oriented upon final objectives, but rather on intermediary targets (“milestones”) which are nearer and easier to identify. This ensures maximum flexibility and keeps the system operational even when final objectives are unclear. 

· Maximum option planning: Several options to reach a result are kept open, and the actual path is determined in phases or as late as possible. This openness is also advantageous when dealing with many actors at once, because several alternatives can be pursued while still focussing on joint objectives. 

· Conditional planning: Assumptions and conditions for implementation are integrated in the plan. This helps to avoid “automatic” implementation of plans without regard for changes having occurred in the meanwhile. It facilitates review processes and the development of alternative routes, if necessary.

· Boundary planning: The co-ordination of plans between several partners requires a joint frame of reference. These are usually higher level objectives. However, sometimes it is neither useful nor possible to define joint objectives – or they become so vague that they can hardly be operationalised. In this case other commonalities can be used to provide the required guidance. For instance by specifying the conditions for successful implementation in negative terms: what needs to be avoided by the partners (instead of specifying what should be achieved)? Thus the boundaries of desired and undesired behaviour or actions can effectively be outlined, which provides coherence, but leaves room for creativity and autonomous action. It is therefore particularly useful in cases where actors (should) have a large degree of autonomy in implementing joint plans.

Summing up, it is important to recognise that there are several alternatives to the present programming model, which are more appropriate for social systems or situations of dynamic complexity. It is therefore recommended not to prescribe a particular type of model, but to leave this choice up to those which are responsible for preparing and implementing programmes (e.g. member states, management authorities). 

3.1.3 Diversified planning formats

In a dynamic planning process, as described above, plans should serve as communication tools among involved actors, and not for fixing the direction of the desired changes. Such plans need to have simple, adequate formats, so that they can be up-dated periodically without great effort. The type and volume of information needs to be limited, it should be adapted to the capacity of the involved actors to actually treat and handle that information. 

Whatever planning model is chosen, the planning documents should not aim at responding simultaneously to the very different needs and purposes of the different social systems involved – this now turns them into voluminous conglomerates of different types of information destined for different audiences, which in the end fails to meet the expectations of all of them. Instead it is recommended to diversify the formats and thus make them better readable for different target groups, more user-friendly and easier to modify and adapt. 

Thus what is now (unsuccessfully) tried to be achieved with one programme document might be better split into three parts, which correspond to the main social systems involved and take their respective logic and time frames into account: 

· Political Message: Its purpose should be to convey the key messages of a Programme to political decision-makers and the large public alike. The language should be clear and easily understandable. It should be available early on in the process and should be up-dated periodically. Depending on the communications styles appropriate for specific national or regional contexts, this might not even be a “document”, but rather represent elements of a communication strategy (e.g. press releases).

· Administrative Document: It specifies the financial obligations, the conditions for receiving and spending EU funds and the requirements to be met by the actors involved in implementation (e.g. achievement of milestones, fulfilment of regulations, data to be supplied). It can include – or even simply consist of - a series of contractual agreements with the Commission and among the various implementing partners. It should be elaborated at the very beginning and remain stable over the entire implementation period. 

· Experts Document: It outlines and explains the strategy and the operations envisaged to achieve the desired results. Instead of a mere administrative definition of measures, a broader scope of operations could be envisaged, from which to choose according to the circumstances (e.g. key projects, open calls for proposals, temporary activities, pilot projects). The experts document should be up-dated periodically, taking account of the results of evaluation. The design for such on-going review and adaptation processes should be specified in advance.  

3.2 Managing and implementing programmes 

3.2.1 From hierarchic subordination to process management 

The present management model for Structural Funds is essentially static and based on a functional division of tasks within hierarchic organisations. Changes in context or the internal dynamics of a programme's implementing structure can only be taken into account during periodic and rather extensive reviews. In practice adaptations usually come too late and during implementation there is a widening gap between original plans and actual needs.

To become more flexible and adaptive, management should give up the functional model and be conceived as steering of interlinked processes. At the core are primary (“value creating”) processes, i.e. those activities which are directly responsible for producing desired outputs. In Structural Funds Programmes these primary processes usually consist of projects, which are implemented by (public or private) promoters for whom the programme provides resources, mostly in form of funding, but also advisory services, network co-ordination etc.

The primary process of projects is - in the most abstract form - the outcome of two interacting social systems with distinctive logic and values: 

· Administrators: They define the higher level objectives and determine the conditions for obtaining and using public funds. Their values are essentially based on conformity, i.e. compliance with rules and regulations.

· Beneficiaries: They develop ideas, define their specific project objectives and determine the conditions for investing their own funds. Their core value is performance, i.e. efficient production of outputs within given (and changing) circumstances.  

These two core systems are linked to at least two other subsystems (politicians, experts) which can have influence on their behaviour (e.g. decision-making of administrators, support for beneficiaries through lobbying or technical advice).









Structural Fund interventions need to reconcile the logics of these interdependent sub-systems. This process is steered by administrators; therefore their tasks go beyond disbursement of funds and include communication and managing relationships with their “client” beneficiaries. If a compromise cannot be found, the achievement of programme objectives is at risk. If the logic of one sub-system dominates, sub-optimal outcomes are likely (e.g. if the administrative system dominates, procedures are considered too bureaucratic and beneficiaries may refrain from participating).

Although this steering task is essentially fulfilled by those who are in direct contact with beneficiaries (programme officers), they act within a framework established by higher administrative levels (e.g. management authority, Commission).

3.2.2 Contractual arrangements and network co-ordination 

This framework can be regarded as a shell of nested systems. Management essentially consists in organising relations and flows of information and these tasks are essentially located at the interfaces between the various sub-systems respectively implementing partners. 

First of all this concerns the management of vertical interfaces. These link the various administrative levels involved in programme implementation. However, this does not imply a hierarchy of command and control as authority is not rooted in chains of command, but in the relevance of information, which is kept relevant by continuous and real time feed back throughout the whole process. 

[image: image1.wmf] 

MEASURE

 

PROGRAMME

 

EU 

-

 

COMMISSION

 

Interface

 

Interface

 

 


The interfaces between these recursive levels can be designed according to the principles of “management by objectives” regulating the self-organisation processes of the respective subsystem.: Contracts or agreements (designed as simply as possible!) lay down what the system (e.g. EU Commission) expects from the subsystem (e.g. national programme), for instance the objectives to be met, and the quality criteria to be achieved; furthermore it defines the most important framework conditions for implementation (e.g. rules, milestones, issues to be considered).

For instance, such an agreement between the Commission and Programme Authorities (member-states, regions?) could be concluded as a Framework Programming Contract which notably specifies:

· Expected contributions to community objectives

· Other community policies to be observed or fulfilled

· Financial engagements of both partners 

· Financial and procedural rules to be followed while using funds 

· Procedures for monitoring and control of the Contract

· Services requested (e.g. provision of monitoring data, reports)

What should not be specified, however, is how this contract is to be fulfilled, namely the programme(s) and operation(s) envisaged. This is entrusted to the sole responsibility of the Programme Authority and its partners/operators. Thus the agreement is not concluded any more at the level  of programme objectives and strategies, but instead at the “meta-level” of rules and processes. 

Such an approach would not only drastically reduce the workload for planning and monitoring, but also make the programmes more adaptive to different situations across the EU, more flexible and realistic. Moreover, it would change the role of the Commission: Instead of co-monitoring programmes and influencing their implementation via detailed regulations, it would focus on supervising programme authorities and on integral steering tasks and on knowledge management at the European level. 

This new role of the Commission would include:

· Co-ordination of relevant Commission Services 

· Liaison with other Community Policy Areas

· Elaboration of coherent, reliable eligibility rules (preferably formulated in negative terms!)

· Supervision of accounting, control and auditing systems of programme authorities

· Execution of coercive measures in case of fraud and mismanagement

· Learning and networking activities among Programme authorities (e.g. exchanging and capitalising experience, identifying good practice, training, capacity building).

But management also involves the horizontal interfaces which exist at each level. This notably consist of networking and co-ordination among the three main sub-systems mentioned above (political, administrative, experts). This should essentially ensure a flow of information  which corresponds to the respective time requirements and relevance criteria. Contracts will only be needed with partners carrying out specific implementation tasks. 

The administrative sub-system is at the hub of the entire management process: it manages vertical interfaces in the light of horizontal networking and co-ordination, and the result of vertical co-ordination are in turn feed into the management of horizontal interfaces:






3.3 Monitoring, evaluation and control of implementation 

3.3.1 From management information to decision support systems

If programmes are designed and their implementation is organised in the recursive manner described above, monitoring requirements will be substantially reduced and their structure  considerably altered. Basically, each level will monitor its own performance - within the framework defined by the level above. Monitoring will be carried out for each of the three sub-systems (e.g. political, administrative, experts), on the basis of the corresponding  programming documents. 

Monitoring – as well as reporting - requirements between the levels will decrease. They will essentially depend on what is laid down in the implementing contracts foreseen in the recursive management model. This will be an important contribution towards reducing complexity, alleviating the workload and achieving greater efficiency. Only those data are monitored and transmitted vertically across levels, which are relevant for the tasks to be fulfilled at that level. 

Such a recursive monitoring model also corresponds with the fact that each level has specific information needs depending on its tasks and relations among the key systems. However, there is one important precondition for it to function effectively: Each level must strictly limit the data or information to be supplied, specify them in advance and maintain these requirements over the entire programming period (especially data to be collected on indicators). 

Moreover, such a model will also change the process quality of monitoring. It will be less dependent on (quantitative) indicators and refrain from collecting large volumes of date whose final purpose is not clear. Instead, specific information will be provided for decision makers and those responsible for implementation. In short, there would be a shift from general management information systems to tailor-made decision or executive support systems. 

3.3.2 From the monitoring of indicators to the monitoring of processes

In addition this model involves a shift from monitoring of indicators towards the monitoring of processes, essentially for two reasons: On one hand, indicators are not well suited for complex situations as they only capture a narrow part of reality, reflect isolated phenomena and allure to a general propensity for measurable data and short-term effects. On the other hand, since the management focus is on processes, monitoring should do the same, if it is to provide meaningful information.

Selected parts of the implementation process are systematically observed and collectively reflected, compared with others and exploited to gain insights for improvement. The focus is on links and relationships rather than on isolated phenomena or individual elements. It relies very much on qualitative information and non-standardised data. Indicators can also be used, but they should possess specific qualities in order to provide useful data, notably they should be -

· adequately interlinked so they may make interaction patterns and relationships visible;

· apt for providing early information on imminent changes (“early warning” indicators)

· provided together with context information to facilitate correct interpretation. 

In process monitoring sensitivity for changes is crucial. It is therefore difficult to standardise and needs to be carried out in a decentralised manner. In particular the observation of weak signals (which can, however, foreshadow important changes) has to be linked with responsible functions and decision power, otherwise they might remain unnoticed.

3.3.3 From external control to collective learning

Process monitoring is necessarily a participatory approach and actively involves the key actors responsible for the process under observation, including representatives of target groups / beneficiaries. It is conceived as an on-going internal learning process and therefore evaluation, too, needs to have a clear focus on joint learning and reflection of involved actors. But this learning must go beyond the level of the individuals and aim at organisational learning processes. It should not only consist of finding short-term solutions for particular problems (adaptive learning), but also contribute to future successful action in complex situations (generative or “double loop” learning).


This might require to put into question values or behaviour patterns and to handle differences and conflicts in a constructive manner: The differentiated assessment of divergences plays a key role for such a generative learning process. Divergences should not a priori be regarded as negative, as it is often the case, but the reasons and motives behind should be thoroughly investigated. Deviations often have an important positive function in a development process, because they make weaknesses visible and let emerge possible alternatives and innovative solutions. In this sense, the difference between plans and implementation, unexpected results or side effects are valuable sources of information, as they can provide useful clues e.g. for relevant internal/external changes, newly emerging challenges or “informal” ways of dealing with problems. 

However, there are some pre-requisites for learning from evaluations: 

· Dialogue orientation: First of all, learning must take place within the system that is being evaluated. Social systems are characterised by differences in values, interests and opinion, and a necessarily limited point of view. The challenge for evaluations is to not only show this diversity and/or replace it by the (subjective) synthesis of an external expert, but to use these differences (and if possible overcome them) through a collective learning process. 

· Integration of different perspectives: To this end, internal reflexion („self evaluations”) and external views should be combined in appropriate ways to increase the problem-solving capacity of the evaluated system. Thus external interventions should not produce authoritative statements, but stimulate reflection and discussion. Moreover, external experts have a facilitating role, using specific skills for organising data or debates, and offering their points of view, which should not pretend to be “objective”.

· Focus on utility: Evaluations need to be utilisation–focused, so they are likely to produce information which can trigger learning effects. Intended uses and users should be identified early on, when specific evaluation questions are formulated. Similarly to monitoring, evaluation should be organised in line with the recursive levels (Commission, programme, operations), and the questions should respond to the specific information needs of each level
. 

· Iterative process: Evaluations need to be designed as iterative processes, consisting of successive reflective loops. However, only a basic design can be defined at the start, and the processes must remain sufficiently open to be able to respond to new findings or requirements. It will rely less on monitoring indicators (collected regularly) and more on evaluation indicators, which are developed ad-hoc in response to questions or issues which emerge over time.

· Separation from auditing: Last, but not least, evaluations which should lead to joint learning need a rather high degree of openness and trust among the involved actors. Therefore they have to be strictly separated from audit and control functions. This is particularly important in the case of Structural Funds Programmes which foresee evaluations as mandatory requirements and predominantly regard them as external control and contractual obligation. 
2.3.4 Recursive audit and control 

Audit and control processes should be organised independently, but follow similar principles as management and monitoring. Thus they will essentially link self-control processes carried out at various embedded levels (Commission, Programme, Operations) in a recursive manner. The responsibility for the entire system is taken over jointly via distribution of control tasks and is “translated” into rules for self-control of the various sub-systems, to be supervised by the corresponding higher level, respectively by the Commission as the ultimate responsible body for Structural Funds. 

For this supervision each system must have the possibility to organise its own control activities. External control is also essential for the detection of fraud and deliberate mismanagement of Funds. But - as with monitoring - the costs of these exercises must be taken into account and be in a sound relationship with the volumes to be controlled in order to assure the efficiency of control activities (proportionality).

Moreover, it should be avoided that the control system acts entirely according to its own logic and pursues its own agenda, which could create excessive confusion and frustration among those controlled. On one hand this will require increased co-ordination among the activities carried out by the various control sub-systems (e.g. Court of Auditors, Directorates General, national auditors - for instance, by co-ordinating financial control visits, harmonising the interpretation of regulations and resolving conflicts among different auditing practices).

On the other hand is recommended to establish selective linkages between the control system and the other systems responsible for programme implementation. For instance, by limiting financial audits to matters contained in the Implementing Contract(s), e.g. rules for using funds, for defining eligibility criteria etc.. Or by building information links between management, evaluation and control. Many irregularities discovered during controls - except for cases of fraud – are due to intransparent or inconsistent rules. And they are more appropriately dealt with by simplifying or clarifying rules and procedures (“meta-level”) instead of trying to rectify individual results (“object level”).
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� Conant–Ashby Theorem, one of the fundamentals of cybernetics


� These are described in more detail in a recent report (in German)  to the Federal Chancellery, Division for the Co-ordination of Spatial and Regional Policies, Vienna („Systemische Instrumente für die Regionalentwicklung“,  May 2002)


� The Draft Guidelines for the evaluation of LEADER + contain such a recursive evaluation model, based on self-evaluation at LAG level and specific evaluation questions defined beforehand by the Commission. 
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