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Abstract: From a theoretical point of view, it can be observed that the European 
Union financing mechanisms and resources were conceived in the spirit of 
convergence materialization. However, in practice, the suboptimal absorption of 
Structural and Cohesion funds is determined by a series of specificities of each 
Member State. Critics say that European financing rules have created the mold 
from which the projects are written and implemented only for spending money. But 
how is the impact of such projects measured? What tools does an evaluator have 
when assessing the impact of European funded projects? The paper deals with 
different macroeconomic evaluation stages, in order to better understand the use of 
specific evaluation methodologies, such as: cost-benefit analysis and its 
performance indicators, for the evaluation of projects submitted for financing; 
counterfactual method, for the evaluation of a financing sub-measure or measure 
integrated in a priority axis of an operational program; macroeconomic models, for 
the impact forecasting or evaluation on a specific country or a group of countries. 
For Romania, a specific macroeconomic model HERMIN was studied by various 
research centres and authors. The cost-benefit analysis became an often used 
instrument and prerequisite for some operational programs. However, the use of 
counterfactual method became a premier for Romania in 2015, when there were 
conducted impact evaluation studies on specific financing measures of the 
Regional Operational Program 2007-2013. On this multilevel evaluation scale, the 
authors would say that a realistic assessment lays in the cost-benefit analysis of 
the project, narrows throughout the counterfactual evaluation of the financing 
measure and disappears in the over-estimations of the macroeconomic models. 
We must take into consideration the „with funding” scenario and the „without 
funding” alternative in order to understand the additionality principle of European 
funding and to realize that the effects of economic convergence are visible in time.     
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1. Background 
At European Union level, with regard to the Structural and Cohesion funds impact 
evaluation problem, it is observed that this issue is treated at secondary level, 
efforts and attention being concentrated mainly on absorption. The great 
importance of impact has burst into the cohesion policy cycle, together with the 
public expenditure optimization tendencies, which, according to Zaman et al 
(2014), will become operational during the 2014-2020 programming period. 
From this perspective, it is observed that throughout the majority of public or 
private studies, at both national or other Member States level, according to Zaman 
et al (2014), the problem of assessing the impact of Structural and Cohesion funds 
is presented in an ex-ante manner, with a more positive accent, based on 
optimistic hypothesis and anticipations, in which implicit effects are already 
estimated. As researchers on this particular field, it can be agreed with these 
authors point of view, as they continue, there are necessary further risk evaluations 
associated towards different scenarios, followed by the ex-post comparative 
analysis of the measure in which predictions were made, including arguments for 
the error factors (Zaman et al, 2014). 
As Marzinotto (2012) observes, researches, both empirically and based on 
econometric models or macroeconomic simulations regarding the effects of 
European funds on economic growth, were rated with rather inconclusive results, 
dealing with difficult methdological problems. 
In this aspect, Zaman et al (2014) argues that there wasn’t possible to identify a 
separation method of the cohesion policy effects aside the dynamics of market 
forces: from their point of view, it is not known the right moment for measuring the 
impact on short, medium and long term. From personal perspective, there is also a 
problem of validity and availability of data. 
With regard to the macroeconomic models, Marzinotto (2012) shows that most of 
them reflect positive effects of structural and cohesion funds, in larger or smaller 
proportions, depending on the hypotheses taken into account, but it clearly states 
that they reflect a potential impact. From personal point of view, it can be added the 
fact that these potential effects can be compromised by the low administration 
capacity or the utilization of European funds for underperforming investments. 
Finally, it is noteworthy to remind the remark of Zaman et al (2014), which states 
that these studies take into account the impact of Structural and Cohesion funds 
separately from other policy (budgetary allocations, state aids, industrial initiatives). 
 
2. Explaining the institutional mechanism of Structural and Cohesion funds 
The mechanism of Structural and Cohesion funds has its basis on the 
establishment of serious engagements for the community budget implementation. 
These engagements rely on the partnership and cooperation between the 
European Commission and the Member States. In this aspect, meanwhile the main 
priorities of a development program are formed together with the European 
Commission, the projects selection and management procedures are of solely 
responsibility of national and regional authorities of a Member State. Three steps 
are to be taken into account when accessing Structural and Cohesion funds: the 
programming period, the implementation period and the evaluation period. 
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2.1. The programming period 
The programming of Structural and Cohesion funds can be described as follows: 
prior to the start of the multiannual programming period (e.g. 2007-2013 period), 
the European Union approves a Structural fund budget based on the ordinary 
legislative procedure together with the entry into force of a regulation for their use. 
The budget is divided on Member States and objectives, with the European 
Commission’s main task on proposing common objectives lines on basic fields like 
agriculture, health, education, industry, business environment, public 
administration, research and development, transport, etc. Following these lines, 
each Member State identifies areas or regions in economic decline or development 
deficit, by consulting political, economical and social decision factors and integrates 
development strategies and proposals in a document entitled „National 
Development Plan” (UBB Cluj-Napoca, 2014). This document is approved by the 
European Commission, following the adoption of the Operational Programs, which 
consist of some priority axis, composed by key areas of intervention, which also 
consist of measures and sub-measures of financing. These measures are 
represented by a detailed set of priorities, which have the potential of co-financing 
from the Structural and Cohesion funds’ budget. 

 

2.2. The implementation period 
Once the Operational Programs are approved by the European Commission, the 
Member States, through their responsible authorities can start the Operational 
Programs’ implementation by launching the calls of proposals in a limited period of 
time. After the selection phase being held by the management authorities, the 
beneficiaries can start the implementation of projects, with respect to the deadline 
established in the financing program, with certain periods for refunds (UBB Cluj-
Napoca, 2014). In Romania, projects implementation phase is monitored by the 
Ministry of European Funds, seconded by a management authority for each 
Operational Program, also helped by intermediary bodies (e.g. Regional 
Development Agencies) and by monitoring committees. Apart for these institutions, 
there are also the certification authority (for Romania, the Ministry of Public 
Finance) and the audit authority (the Court of Auditors). 
 
2.3. Evaluation period 
In this phase, the role of the European Commission is to follow the legal functioning 
of the management and control system of the Structural and Cohesion funds (UBB 
Cluj-Napoca, 2014) which implies evaluation activities at multilevel purposes: ex-
ante, ongoing and ex-post assessments.  
Other researchers distinguish evaluation as being centered on the absorption or on 
the impact. Following this argument, evaluations on policy level, on programming 
period, on operational program and project-based can be delimited. On each of 
these levels, the evaluation can be made on several entities, by different methods, 
depending on the scope and intervention area (Pavel, 2013). 
 
3. Economic convergence 
Convergence appeared in the literature of 1990s and, according to Idu (2006), has 
split in two types: nominal convergence and real convergence. The first refers at 
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the conditions that must be met by countries in order to enter the Economic and 
Monetary Union, as the second refers to the approximation of citizens’ life 
standards, of life quality and wellbeing, in a country or region, by comparing with 
the most advanced ones from the group. 
So, real convergence is a process that tends to reduce inequalities of geographic, 
economic or social conditions. From this point of view, economists put themselves 
the question if this type of convergence can truly make in the competitive market 
conditions, according to neoclassic models. 
From the mode of understanding the causes and tendencies of real convergence, 
Iancu (2008) identifies relevant studies and models into three big movements:  
- the first considers real convergence as a natural process, which relies solely on 
the market forces, according to which, the bigger, functional, less distorted the 
market is, the quicker and safer the convergence process is;  
- the second denies that, given the actual competitive market conditions, would 
truly exist a real convergence process of poor countries with the richest ones and 
alternatively accepts the existence of a polarization tendency or a deepening of the 
divergences and inequalities of the center and the periphery; 
- the third considers that realization of real convergence in competitive market 
conditions is necessary and possible by applying economic policies which 
compensate the negative effects of inequalities and divergences, at least until the 
maturation of the economic systems. 
Following these considerations, Prisecaru (2013) states that, between 1998-2008 
periods, a convergence process of real economy had existed, given the dynamics 
of Gross Domestic Product/capita and national income/capita indicators of the 
Baltic and South-East European states, but the economic crisis of 2009 and the 
following recession had affected them mostly, showing their weak performance on 
competitiveness level. In confirming the previous statement, Prisecaru (2013) 
highlights the fact that macroeconomic models applied to central and south-eastern 
European states target the fundamental factors of the offer, being connected to the 
long-term dynamics of economy and do not rely on short-term macroeconomic 
developments. 
In addition, from a personal point of view, there are a series of limitations and 
difficulties with regard to the availability and validity of data used in macroeconomic 
simulations, the relevancy of the indicators used for the transition states, the group 
heterogeneity and the analysis of often irrelevant conclusions. 
 
4. Impact evaluation methodology for Structural and Cohesion funds 
 
4.1. Macroeconomic models  
  
4.1.1. HERMIN model 
HERMIN model was constructed in 1989 by J. Bradley and was developed 
subsequently by other authors, being one of the most used attempts of 
econometric simulation of European funds impact on the economic processes, 
including, according to Zaman et al (2014), the adaptation of this model for specific 
country cases (Ireland, Poland, Hungary, Romania, etc.). 
From the analysis of Romanian Centre for Economic Policies (2003), it is deducted 
that the HERMIN model is a multi-sector growth model, in which the Structural and 



 

110 

 

Cohesion funds are assimilated to infrastructure, human capital, industry, 
agriculture and market services investments, estimating their impact on some 
aggregate macroeconomic variables: Gross Domestic Product, employment, 
productivity, external trade, etc. 
It is found that, in practice, is it very difficult to individualize the financial flows of 
Structural and Cohesion funds, because they are „broadcasted” on multiple 
economic channels, within different projects on different execution stages and by 
complex financial circuits. 
According to Romanian Centre for Economic Policies (2003), HERMIN model’s 
screenings were constructed on the simple hypothesis of the alternative scenario: 
with funding and without funding. Zaman et al (2014) also indicates a particularity 
of the model, which lies on the simulation of the „n+2” rule: in the case of not 
applying this rule, there were estimated cumulated growths of Gross Domestic 
Product of 30-40% for the 2007-2013 programming period for Bulgaria, Hungary, 
Poland, Romania and approximately 60% for Czech Republic and for the case of 
applying this rule, similar cumulated growths, but for the 2007 – 2015 period. 
From a personal point of view, if can be stated that this screening are totally 
infirmed, the error degree being determined by the questionable hypothesis of the 
model for the „with funding” scenario, which is the unrealistic assumption of a 
100% absorption rate of the European funds for the European countries recalled, 
which, in a previous study of the author (Popescu, 2015) was demonstrated that, 
by the end of 2014, most absorption rates of the Central and South-Eastern 
European countries were ranging from 52% (Romania) to 88% (Lithuania). 
 
4.1.2. GIMF model 
GIMF (Global Integrated Monetary and Fiscal) model was adapted to reflecting the 
convergence process in the new Member States. According to Soviani (2014), this 
model shows the way which increased capital flows boosts convergence and 
shows the consequences of the resources reallocation. Zaman et al (2014) states 
that GIMF model applying in the case of new Member States has showed a weaker 
impact of European funds than the HERMIN model. We cannot refer to Romania’s 
case, because, as Zaman et al (2014) explains, this country was excluded from the 
calculations because of the high inflation rate between 1995-2005 periods. 
 
4.1.3. QUEST III model 
This model starts from the Herve’s & Holzmann’s study from 1998, which analyzed 
in what extent the European funds contributed to the production capacity growth in 
the beneficiary countries, assimilating a series of risk factors for the unfulfillment of 
convergence, as they were presented in Soviani’s (2014) paper: waste of transfers, 
administrative costs, rent seeking activities and the reallocation of funds for 
consumption, detrimental for investments. According to Soviani (2014), the 
suboptimal use of European funds is also generated by the long period of refund, 
the high opportunity costs and the subjective considerations in projects evaluation.  
From this consideration, Soviani (2014) found that the model uses four regions: the 
new Member States block; the Euro Member States block; older Member States 
block, which are not part of Euro zone; rest of the world. Also, Soviani (2014) 
indicates the allocation percentages of investments by sector: infrastructure (62% 
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of total); industry and services (9.1% of total); research and development (10.1% of 
total); human resources (15.3% of total); technical assistance (3.4% of total).  
Varga et al (2009) describe the main channels through which the model reflects the 
impact of different type of financial interventions: the households, manufacturing 
companies of final goods and intermediaries, research industry, monetary and 
fiscal authorities. The impact of European funds is simulated through QUEST III 
model in Varga’s et al (2009) paper, which observes a significant growth of 
governmental spending, particularly investments, and a gradual accumulation of 
public capital, for the new Member States block. 
 
4.1.4. GIMF modified model 
In contrast to the standard GIMF model, which works with the hypothesis that all 
the countries have the same development level, from the Soviani (2014) paper it is 
deducted that the GIMF modified model hypothesis is that Gross Domestic Product 
/ capita in the new Member States will gradually rise from 60% of the Euro Member 
States’ level of 2003 to approximately 75% of their level in 2023, by productivity 
growth. From a personal point of view, this model is not relevant for the estimation 
of Structural and Cohesion funds. 
 
4.1.5. Crowding in and crowding out effects 
The researches of some authors have not been focused only on the Structural and 
Cohesion funds impact analysis; the effects of co-financing through public budgets 
were the study objects for a linear model, based on the data from 1995-2003 
period, for 15 Member States, which according to Zaman et al (2014), has shown 
that only 60% of the European received by governments were used for the growth 
of public investments (crowding in effect), while the rest of the transfers were 
oriented towards public expenses (crowding out effect). 
 
4.2. Impact evaluation: counterfactual method. 
A definition of Romanian Ministry of Public Finance (2007) presents evaluation as 
an independent analysis of an intervention, based on the results, impact and needs 
of which the respective intervention intends to satisfy. 
Evaluation methodologies proposed by the Romanian Ministry of Public Finance 
(2007) include polls for the beneficiaries and program managers, case studies, 
consulting of stakeholders, cost-benefit analysis, econometric analysis, 
macroeconomic modeling and regressive analysis. 
According to a definition given by the Romanian Ministry of Regional Development 
and Public Administration (2015), impact evaluation seek to identify the changes 
and results which can be directly assigned to a program, a project, or a policy 
(namely, interventions). According to the same ministry (2015), there are two 
methodologies for impact evaluation: counterfactual evaluation and theory-based 
evaluation. 
In the case of counterfactual evaluation, it is deducted that its scope represents the 
determination of differences produced by the intervention, based on the causal 
effects, and in the case of theory-based evaluation, it is deducted that its scope 
refers to the theory of change which lies behind the intervention and it’s correlation 
to the effective implementation. 
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Based on the econometric instruments, counterfactual evaluation gives valid 
statistics with regard the intervention’s result on an observable indicator or a target 
group’s characteristic. From a personal point of view, it is deducted that the impact 
of an intervention is the difference between the observed result after the 
intervention took place and the result which would have been observed if the 
intervention would not have taken place (counterfactual situation). 
In Romania, the first impact evaluation were done during 2014 – 2015 period, at 
the request of the Ministry of Regional Development and Public Administration, 
being implemented by private consultancy firms, on five key intervention fields of 
the Regional Operational Program 2007-2013: urban development integrated 
plans, social infrastructure, educational infrastructure, microenterprises and 
tourism.  
As deducted from one evaluation report, the state of the art was represented by the 
use of counterfactual method, in order to identify the effects generated by the 
implemented projects and to define generic aspects for the 2014-2020 multiannual 
frame of the Regional Operational Program. 
By analyzing one evaluation report, the authors identified well known research 
methods, like data collection methods (literature review, information collection from 
administrative and secondary resources, individual interview, focus group, case 
study, field investigation), as well as qualitative analysis methods (panel of experts, 
benchmarking, nominal group), but also research methods less known and used, at 
least in the Romanian scientific field, namely, quantitative analysis methods 
(counterfactual evaluation: difference of differences method, propensity score 
correlation, regression discontinuity design). 
From the Ministry of Regional Development and Public Administration (2015) 
impact evaluation report, it is deducted that the difference of differences method is 
based on the fact that the result variables are available for beneficiaries and non-
beneficiaries, before and after the intervention. From the same report (2015), it is 
found that the effects are obtained by eliminating the difference in results.There are 
presented the phases of the method: defining of the result variable(s) è defining 
the time dimension è calculation of the double difference è regression rolling. 
The same ministry’s report (2015) defines the propensity score method, which is 
based on the selection of non-beneficiaries group, similar to the beneficiaries, 
aside receiving financial support. The method comprises the following phases: 
identification of all relevant variables for performance è propensity score 
estimation è propensity score matching è estimation of net medium effect. 
Finally, the ministry’s report (2015) also presents the discontinuity regression 
method, which is based on the idea that a treatment discontinuity takes place 
among a certain threshold. It is explained the fact that the two compared groups 
(beneficiaries and non-beneficiaries) are similar in other ways, except their position 
in relation with the defined threshold. There are also described the methodological 
phases: defining the result variable(s) è specification of the selection variable and 
relevant threshold è choosing the interval of the threshold è effect estimation. 
 
4.3. Cost-benefit analysis 
The Romanian Ministry of Economy and Finances (2008) presents cost-benefit 
analysis as an analytical instrument used to estimate the socio-economic impact 
generated by the implementation of specific actions / projects, from the benefits 
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and costs point of view. Similarly to the other evaluation methods, the costs and 
benefits are evaluated through the analysis of the difference between the „with 
project” and „without project” scenario. 
The European Commission requires the making of cost-benefit analysis as a 
prerequisite for the approval or rejection of financing project through Cohesion 
Fund and European Regional Development Fund, following two eliminatory criteria: 
economic and financial rentability. 
First of all, the evaluators establish if the project deserves to be co-financed, on the 
basis of economic analysis, in which net benefits (benefits minus costs) must be 
positive. 
Second of all, the evaluators establish if the projects needs to be co-financed, on 
the basis of financial analysis, in which the financial value of the investment (the 
income of the project minus the cost of the project), without the European funds co-
financing, must be negative. 
According to the Romanian Ministry of Economy and Finances(2008), the following 
phases were set, in order to make a cost-benefit analysis, in the context of 
preparation of investment projects: investment opportunity identification and 
definition of objectives è options analysis è financial analysis è economic 
analysis è sensitivity analysis è risk analysis è results presentation. 
From the perspective of options analysis, the same ministry and Finances (2008) 
provides that a minimum of three options must be taken into account: zero option 
(without investment); medium option (minimal investment); maximum option 
(maximum investment). 
The object of financial analysis refers to the long-term financial stability, through 
the financial performance indicators. More precisely, according to the above cited 
ministry (2008), the financial analysis must meet the following phases: income and 
cost estimation of project and their implication from the cash flow point of view è 
determination of financing difference for the selected option and calculation of 
eligible expenses which can be co-financed from Structural and Cohesion funds è 
definition of financing system of the project and its financial profitability è checking 
of planned cash-flow capacity in order to assure the adequate functioning of the 
project and fulfilling the investment obligations. 
From the perspective of economic analysis, the costs of economic project must be 
measured from the resource or opportunity costs point of view; this represents the 
benefit which can be predetermined by using limited economic resources in the 
project in alternative to using those funds in other scopes. Similarly, the economic 
benefits of the project can be measured from the avoided costs point of view, as a 
result of project implementation, or from the external benefits point of view, which 
are not included in the financial analysis (Ministry of Economy and Finances,2008). 
The objective of sensitivity and risk analysis is to evaluate the performance of 
profitability indicators of the project. In this matter, according to the indication of the 
above cited ministry (2008), sensitivity analysis follows the identification of critical 
variables and their potential impact in changing the profitability indicators, while the 
risk analysis follows the estimation of the probability of these changes, the results 
of this analysis being expressed as an estimated average and standard deviation 
of the mentioned indicators. 
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4.4. Performance indicators 
According to a definition of the Romanian Ministry of Public Finances (2007), the 
performance indicators allow the program managers, as well as monitoring experts 
or evaluators, to measure the program progress, at its different implementing 
stages. At international level, the author identified, in the evaluation practice and 
theory, the following subcategories: output indicators, result indicators, impact 
indicators. 
From another point of view, Droj (2013) respectively, a category of performance 
indicators reflect the technical performance of the project, while another category 
measure its economic eficiency. At this second category, Platon (2012) identifies 
static and dynamic indicators, which are also used in the cost-benefit analysis of 
the project. 
In this aspect, we can determine if a project generates net benefit by using the Net 
Present Value indicator, which must be positive and represents the sum of annual 
present cash flows. Another indicator which can be used is the Benefit Cost Ratio, 
which must be positive. When talking about the efficiency of the project investment, 
the Internal Rate of Return brings to zero the Net Present Value, according to 
Platon’s (2012) explanations. 
The financial profitability of the project is given by a series of indicators above 
presented, but calculated from a financial perspective: Net Present Financial Value, 
according to Platon (2012), calculated using a discount rate equal with the 
weighted average cost of the capital, respective the Internal Rate of Financial 
Return, which must be bigger than the capital cost used. 
For determining if the project actually need financial assistance, there are used the 
investment profitability indicators, which are calculated taking in consideration all 
the investment costs of the project, indifferent of its financing sources. If it is 
necessary to determine the beneficiary contribution, aside the European Union 
contribution, then there are used the capital profitability indicators (Platon, 2012). 
The measure up to which a project is beneficial for the society is determined by the 
economic analysis indicators, which, according to Platon (2012), are calculated 
with the same mathematical formulas of the financial analysis, but with some 
corrections added upon the financial flows. 
Project sustainability can be determined by analyzing indicators as: the Cumulative 
Net cash flow, the Debt Rate (total debts divided by total assets), Debt Service 
Coverage Ratio (earnings before interest, taxes, depreciation and amortization, 
divided by debt service).  
Platon (2012) identifies other performance indicators which can be used in the 
selection / approval of investment projects: total cost of investment; specific 
investment (total value of project divided by production capacity); dynamic unit cost 
(total cost of investment divided by production present value); investment recovery 
period (payback period). 
    
5. Conclusions 
Each evaluation instrument presented in this article has its own well-established 
role: a cost benefit analysis, with its performance indicators can make the truly 
difference in a project being accepted or rejected.  
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Evaluation studies of Regional Operational Program in Romania show a positive 
impact for the intervention beneficiaries, although it is necessary to acknowledge 
that the propagation effect in the whole community is too generalized and needs 
further investigation.  
The counterfactual evaluation has its expected effect on macroeconomic level, 
when it is applied on urban development policies, education infrastructure and 
business environment. It is a bit difficult to quantify the impact of investments made 
in tourism and social infrastructure.  
In the macroeconomic modeling sector, further researches can be of great 
relevance, because of the generalization tendency and overestimation of spillover 
effects of the European financing assistance in the Member States economies.  
The truth is that these three multilevel evaluation instruments should influence the 
national and international authorities responsible with the making and approving of 
national / regional development plans, operational programs objectives and even 
call for proposals and applicant’s guides; needless to say that counterfactual 
evaluations and macroeconomic models should stand for multiannual programming 
periods planning and implementation, in order to shape the absorption rates. 
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