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Abstract
Reflecting on the diversity of restructuring paths followed by national economies since
the 1970s and the increased importance of the supranational and subnational scales as
regulatory apparatuses, this article uses a third-generation regulationist approach to
explore the urban dimensions of the restructuring process and current traits of uneven
development in Europe. It looks at the local level in Greece and the ways in which
inherited scalar hierarchies are being shaken up under EU spatial policy. It focuses on
the city of Heraklion and local state efforts to institutionalize development processes
in line with EU urban policy. In the light of this, it underscores the path-dependent
character of urban restructuring and argues that urban restructuring, as conceptualized
by EU urban programmes, faces the problems generally encountered by a prescriptive
advocacy of policy. It operates as an external institutional shock that unsettles
established patterns of socio-political mediation and interaction, but falls short of
triggering the emergence of locally defined development paths.

Introduction
The literature approaches urban resurgence, marked by high growth rates and a distinct
process of population recentralization in selected European cities, as the spatial
manifestation of changes in the way in which production is organized (Cheshire, 1995;
Camagni, 2002). The selectivity of this process, in turn, is attributed to the increased
importance of local socio-institutional infrastructure in influencing urban growth
potential. The institutionalist perspective on the economy and its territoriality recognizes
the dependence of economic activity ‘on action or institutions that are non-economic
in content, goals or processes’ (Granovetter, 2005: 35). The ‘economic sociology’
(Granovetter, 1985) and ‘critical institutionalism’ (Hodgson, 2006) approaches, in
particular, acknowledge the social basis of economic behaviour and stress the role of
networks of interdependencies between local actors in development prospects (Amin,
1999). Place-specific ties of proximity and — primarily — association, it is argued, act
as ‘relational assets’; they materialize in reflexive and adaptable entrepreneurial
environments, enabling the corresponding localities to retain a competitive advantage
over future development opportunities (Storper, 1997; Cooke and Morgan, 1998; Amin
and Thrift, 2002). As Markey (2005) notes, however, local actors and organizations have
to deliver a degree of certainty and stability in development attempts, a requirement that
leads to a more systematic institutionalization of relevant actions.1 The concept of

1 Scott’s (1995: 33) definition of institutions as ‘cognitive, normative and regulative structures and
activities that provide stability and meaning to social behaviour’ captures the approach to
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‘governance’ provides the analytical framework for exploring local responses to socio-
economic restructuring processes. In addition to focusing on the horizontal nature of
local interdependencies, it also allows us to explore the influence of the state on the
construction of local relational assets (MacLeod, 2001).

‘Governance’ has emerged over the last two decades as a key term in the research
fields of urban politics and political economy. What the concept of governance addresses
at the local political level is the perception that the power of urban government to
influence local growth trajectories is increasingly conditioned by factors beyond formal
institutional capacities (Geddes, 2005). Local authorities, according to this approach,
moderate or initiate cooperation with a broader coalition of forces, their aim being to
attract financial resources into the area, thus decreasing fiscal dependence on the national
level and advancing economic development (Mayer, 1994; Harding et al., 2000).
‘Governance’ in other words, takes into account the processes through which formalized
government structures interact with ‘civil society’ actors and private sector interests, an
interaction which (potentially) allows these actors and interests a degree of influence
over urban policy (Keil, 2000; Le Galès 2002). The regulation school provides an insight
into the characteristics of local governance and elucidates the diversity of local
restructuring dynamics.

The ‘regulation’ perspective, based on the writings of Aglietta (1979), Lipietz (1987)
and Boyer (1990), is concerned with theorizing the dynamics and inherent contradictions
of market economies. Methodologically, it attempts to identify the core economic
(’regime of accumulation’) and socio-institutional factors and processes (‘mode of
regulation’) which, in particular historical periods, guarantee coherence and relative
socio-economic stability or lead to eras of stagnation, crisis and transformation.2

Regulation theory does not offer a predictive or prescriptive analysis of stability, but a
theory to understand what has already been initiated (Peck, 2000). In this line, ‘first-
generation’ regulation theory examined the post-war ‘Fordist’ era of high growth rates
and nationally constructed socio-economic compromises. More recently, ‘second-
generation’ regulation theory discussed vividly the internationalization of the economy
since the 1970s, and local-level transformations (Amin, 1994; Boyer and Durant, 1997).
This latter attempt, however, has attracted strong criticism. The analytical emphasis put
on the nation state influences an approach to local restructuring that rests heavily on a
theorization of transitions that take place at the macroeconomic scale. This limits
exploration of the role of individual local-level institutions and agency and does not
illuminate causal mechanisms at work, reducing theoretical inquiry to descriptive
elaboration (Clarke, 1992; Sayer, 1992; Friedman, 2000).

In an attempt to work out the place of uneven development, a number of ‘third-
generation’ regulation school writers have shifted their attention to more concrete levels
of analysis, exploring national trajectories, specific political factors and conjunctures as
well as the particular spatial manifestations of socio-economic transformation processes
(Jenson, 1995; Gilly and Pecqueur, 2002). The wider structure of (national and
international) accumulation and regulation influencing local modes of social regulation
is recognized. Local change, however, is not perceived as a by-product of change at
macroeconomic scales. The local level is approached as an effective restructuring arena
and the respective institutions as distinct agents of regulation (MacLeod, 2001). The
opening up of regulatory inquiry to different spatial scales constitutes recognition of the

institutions adopted in this article. For the purposes of this study, however, attention is focused
more on institutional performance rather than on the process of formation and change.

2 While acknowledging the differences in the level of emphasis with which particular methodological
concepts are applied amongst writers adopting the approach (Jessop, 2000), the ‘regime of
accumulation’ analytical level corresponds to a set of regularities in the whole of the economy that
form a coherent macroeconomic relationship capable of sustaining growth in both production and
consumption. The ‘mode of regulation’, in turn, is concerned with the historically and contingently
determined social/institutional context that guides and sustains accumulation, facilitating expanded
economic reproduction (Peck, 2000).
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weight of local influences in socio-economic restructuring processes (Tickell and Peck,
1995; Markey, 2005). Instead of simply applying ‘national filters’ to explain the variety
and uniqueness of local restructuring processes, it brings to the fore subnational
complexities, conflicts and struggles (Jones, 1997). The spatialization of the regulationist
research project opens up new avenues for understanding the place of uneven
development. It also opens up the Pandora’s Box of territorial distinctiveness and
contingency in development prospects.

This article aims to explore the dynamics of local restructuring and the ensuing traits
of uneven development. It draws on the ‘historical’ strand in institutionalist literature to
argue that previous urban policy choices — and the institutionalized commitments that
grew out of them — strongly influence the direction of current restructuring attempts
(Pierson and Skocpol, 2002). Regulation theory is used as a method of conceptual
penetration capable of capturing multiscalar relational sets of institutional forms and
their transformations (MacLeod, 2001). More importantly, the regulation school sheds
light on the particular socio-political conditions that shape the evolution of urban policy.

The article’s analytical focus is on the local (urban)3 level in Greece. The reasons lie
in the lagging development prospects of Greek cities in relation to the EU norm
(DATAR, 2003). In particular, the article presents the process and organizational
dimensions of local restructuring drawn from case study research. It looks at the local
state in the city of Heraklion and examines local governance attempts to respond to the
EU URBAN Initiative. Regulation school thinking allows us to approach the local state
as a site of political action, elucidating subnational variations in state structures and
uneven socio-spatial development trends (Keil, 2003). Moreover, regulationist analysis
captures the interplay between inherited configurations of state space, and emergent local
political strategies in Greece. For the purposes of this study, it underscores the ways in
which current restructuring choices in Heraklion reflect long-established patterns of
urban policy in the country, indicating a path-dependent process of change (Brenner,
2004; Peters, 2005).

At a second level, the article explores the impact of EU policies seeking to alter urban
economic trajectories. EU urban intervention, by ignoring the contextual diversity which
defines uneven development, risks failing to address the root causes of inter-urban
disparities. The article examines first the characteristics of EU urban policy, highlighting
the limited incorporation of the diversity of urban restructuring contexts in Europe into
the relevant programmes. The effect of this approach on the capacity of the lagging
Greek cities to participate and benefit from EU programmes is explored next. The second
section offers a regulationist account of the context in which the local state in Greece is
called to trigger urban governance restructuring processes. It explores the path-
dependent evolution of state spatiality in Greece in relation to changing modes of urban
governance since the post-war period. Finally, the article looks at the governance
responses of Heraklion to the EU URBAN Initiative in the areas of social policy and
economic development.

Cohesion, competitiveness and EU urban policies
The EU has recognized the importance of cities in the framework of structural policies.
During the 1990s a range of Innovative Measures (Urban Pilot Projects, RECITE) and
Community Initiatives (URBAN, INTERREG) were tested in an attempt to define the

3 The terms ‘urban’ ‘local’, ‘sub-national’ and ‘local authorities’ are defined with reference to
municipal and metropolitan urban-regions and political-administrative units. In terms of the EU
system of functional territorial classification, the Nomenclature of Statistical Territorial Units
(NUTS), the local level as defined here corresponds to areas of and below NUTS III level (CEC,
2005a).
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forms and targets of a European urban policy (CEC, 1997; 2002a). Two lines of argument
were developed in support of this shift. The first discussed the opportunities offered by
urban intervention to bridge the gap between policies fostering economic
competitiveness and those aiming to tackle social exclusion. The second stated the
advantages of a more spatially focused strategy in enhancing the effectiveness
(optimized use of resources, Funds’ synergy) and impact (project visibility) of EU
structural policies (CEC, 2004).

The urban dimension of EU intervention was further upgraded in the current
programming period (2007–13) through the introduction of explicit urban schemes in the
‘convergence’ and ‘regional competitiveness and employment’ objectives (CEC, 2006a:
47). An attempt to explore the impact of EU action on urban disparities entails a critical
examination of the policy perception and objectives of this involvement. The
mainstreaming of urban policy was based on URBAN (CEC, 2006b: 2). A look at this
Community Initiative, therefore, will elucidate the EU conceptualization of the ‘urban
problem’.

URBAN (1994–2000 and 2000–06) consisted of six-year programmes financially
assisted by the EU but constructed and implemented by local authorities. Thematically,
the initiative aimed to facilitate the emergence of a locally defined developmental
strategy and supported a wide spectrum of infrastructural, entrepreneurial and job-
creation projects (CEC, 2003). The policy framework that promoted these targets was
structured by the concepts of ‘subsidiarity’ and ‘networking’.

‘Subsidiarity’ aims to address the lack of a mandate for European urban policy in the
Treaties. The EU sets out the broad outline of objectives and participation eligibility
criteria, authorizing national authorities to accommodate the initiative. EU intervention
adapts to national administrative structures, licensing a variety of local-level responses in
Europe (CEC, 2002a). The recognition of urban differences, in other words, stops at the
national level. ‘Subsidiarity’ approaches European cities without distinguishing between
urban areas with a high degree of financial autonomy in decentralized administrative
structures and those with limited room for manoeuvre under rigid national controls. Such
differences, however, influence local capacity to approach and apply EU development
support.

The ‘networking’ principle, in turn, encourages interaction between local state, private
and civil society actors in all phases of the programme (CEC, 2005b). The flexible and
non-hierarchical aspects of the networking form promoted by the EU suggest that
collaboration consists of an attempt to unlock the local relational dynamic through the
support of governance structures and entrepreneurially oriented policies (Leitner and
Sheppard, 2002). This approach builds on the emphasis that the institutionalist literature
places on local synergies in explaining successful examples of urban restructuring. The
institutionalist perspective on policy initiatives, however, also stresses that actions have
to be bottom-up and place-defined. Yet EU networking policy does not differentiate
between urban areas with experience of interest group cooperation and ones
characterized by a hierarchical mode of government administration. The only provision
that the EU framework makes for the dissimilarity of European urban contexts is the
lower co-financing requirements demanded of lagging urban areas — channelled,
nevertheless, through the national authorities first (CEC, 2002a). The fundamental
assumption of this approach is that at the heart of urban economic restructuring lies a set
of common ‘networking’ factors and processes that can be universally applied to all types
of cities by top-down policies (Amin, 1999).

The following part of the article discusses the relevance of the EU conceptualization
of urban intervention to the ability of Greek cities to trigger urban restructuring
processes. It illustrates the key features of the restructuring context of Greek local
governance and is divided into three sections corresponding to the three periods of state
spatial reorganization. The first section explores the role of the local level in the post-war
period of rapid urban growth and authoritarian rule (1950–1974). The second looks at the
modification of state structures that accompanied the transition to democracy (1975), and
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comments on current local authority characteristics. The reworking of the geographies of
statehood in the post Maastricht period is explored last. The introduction of EU urban
initiatives unsettles existing scalar arrangements and the relatively stabilized framework
of state regulatory activities. Moreover, it provides the opportunity for the reorganization
of the institutional structure and functions of subnational administrative units.
Understanding the historical configuration and evolution of national regulatory structures
and urban spatiality brings into perspective the constraints and opportunities local actors
face in their attempt to articulate, mediate and renegotiate the problems of the concrete
place.

Peripheral Fordism (1950–74)
The post-war wave of urbanization in Greece was substantial and extensive, with cities
exhibiting annual population increases of more than 3% on average well into the 1970s
(CEC, 1992). Urbanization was part of a wider process of modernization characterized
by a shift in economic orientation from a dominant and underdeveloped agrarian sector
towards urban-industrial economies. However, in contrast to the European urbanization
paradigm (Hall and Hay, 1980; Berg et al., 1982), industrialization was not the key factor
behind the trend towards urban concentration (Leontidou, 1990). When the urban
population and employment explosion occurred in the post-war period, the part of the
working population engaged in services surpassed the part engaged in industry (World
Bank, 1984: 221). There are few signs of internal economies of scale in industrial firms
(see Figure 1) and of economies of localization affecting the spatial pattern of industrial
development. This points to urbanization being the major factor in industrialization.4 As
a result, the wave of deindustrialization noted in Northern European cities during the
1970s did not appear in the Greek urban system (Cheshire, 1995). More importantly, the
majority of urban centres in the country have shown continuous population gains ever
since, suggesting an urban economic structure that differs substantially from the typical
manifestations of urban industrial restructuring (Petrakos and Mardakis, 1999). The key
socio-political attributes of the post-war era indicate an equally distinctive regulatory
environment that reflects (and influenced) this particularity.

Politically, the civil war (1945–9) and military coup (1967–74) frame an era of
authoritarian administration and civil rights curtailment. In a context of narrow urban-
industrial economies and limited trade union liberties, growth in social demand for
consumer durables was neither institutionally regulated at the national level nor adjusted
to productivity gains in industry (Lipietz, 1987). The primary responsibility of national

4 Urbanization economies reflect benefits from a larger labour market and service sector. In this case,
the extent of economies of scale relevant to a particular industry is affected by the size of a city and
not its industrial composition (Louri, 1988: 433–7).
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and Lewis, 1984: 200; CEC, 1997: 13)
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authorities was directed towards the provision of the minimum conditions that would
prolong societal consensus. Hence, despite a prohibition on trade union representation
(1967–73), the average annual increase in real wages was higher in Greece than in the EC
countries of the time (Maravall, 1997: 52). Moreover, the regulatory distinctiveness of
the era is noticeable in the toleration by the authorities of informal economic activities,
estimated at 25% of GDP at factor cost throughout this period (Ioakimidis, 1984: 42–3).
The key spatial manifestation of this compromise took the form of unordered urban
expansion, culminating in the relaxation of planning controls and the proliferation of
illegal housing constructions on the urban fringe.5

The acceptance and active tolerance by the national authorities of informal economic
activities and unordered urban expansion are part of a reproducible arrangement in the
medium term where political legitimacy was claimed on the basis of urbanization, high
growth rates and industrialization along mass production lines. The particularity of this
regulatory type has been described as ‘peripheral Fordism’ (Lipietz, 1987). Economic
development, however, revealed the limits of this model. The introduction of a narrow
form of collective bargaining (1964) resulted in the reorganization of the labour
movement, generating a social dynamic that questioned authoritarianism (Tsoukalas,
1981). Later on, the economic recession of the early 1970s affected the country’s
economic efficiency and weakened the legitimizing ideology of the regime, contributing
to its fall in the middle of the decade (1975).

Local administration (1950–74)

The ideal-typical profile of activity by the Fordist local state consisted of a series of
actions that underpinned the social and political ‘compromises’ reached at national level.
Local public service provision and the emergence of local collective bargaining
structures, for instance, is seen in the literature as operating in line with the national
consensual wage-relation and corporatist politics of the era (Painter, 1991: 28–9). In this
light, the representative functions of the local state spatialized and supported the national
‘compromises’, creating local spaces of regulation (Goodwin et al., 1993). As noted,
however, the social and political processes of ‘peripheral Fordism’ diverge significantly
from this regulatory type. The following three reasons explain why regulatory processes
at the local level remained underdeveloped in Greece during the post-war period.

1 The presence of a development model in which national objectives arrested the
emergence of local interests. The centralized nature of political administration does
not conform to the ideal-typical post-war (Fordist) pattern of the organization of
production in which the economy is managed at the national level (Garofoli, 1992).
Centralization was the outcome of authoritarianism, combined with political
repression and limited organized representation of interests. Control by national
authorities over local-level polity and policy was achieved through the appointment of
mayors and public sector officials (Chlepas, 1997).

2 The narrow financial and technical resources at the disposal of the local level, and the
constrained local authority leverage to utilize sources of revenue in accordance with
local needs.6 In the framework of a hierarchical national administration this local
authority characteristic indicates the limited capacity of the local state to participate in
and influence growth trajectories.

5 In the absence of a housing policy that could address the urgent housing needs, authorities turned
a blind eye to the popular colonization of urban hinterland. The majority of settlers who lacked
building permits, however, did have the corresponding land ownership rights. Official reassurances
on the future incorporation of these areas into the formal urban plan tied the loyalties of the settlers
to the state and limited the emergence of urban social movements (see Leontidou, 1990).

6 Local revenue was collected on behalf of the local state by the Ministry of Finance in the form of
taxes, an administrative arrangement that permitted strict controls on local spending (Chlepas,
1997).
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3 The fragmentation of local labour markets into formal and informal employment, a
feature of local societies with distinct economic and political causes. The main
economic reasons relate to the non-generalization of ‘wage-relations’. This reflects
both the structural traits and significant role of agriculture as a provider of
employment, and the large proportion of the urban population involved in informal
economic activities (CEC, 2002b).7 Political reasons include underdeveloped
unionization during the years of authoritarian administration (Lavdas, 2005).

Subsequently, the re-establishment of democracy (1975) and the emergence of a new
political infrastructure did modify the nature of central–local interaction. Still, despite
political adjustments and the increased responsibilities reserved for local administration
in the new constitution, the regulatory capacity of the local level presents path-dependent
constraints.

Democracy and the local level: the path-dependent
character of state spatial restructuring
The new constitution (1975) reintroduced local elections and established democratic
administration. This was followed by a range of changes regarding the legal framework
for local authority action, the relationship between levels of government and the
consolidation of local finances (EETAA, 2002). Beyond the decentralized form of new
institutions, however, the economic and socio-political characteristics of the new regime
shed light on the limited capacity of Greek local authorities to trigger local governance
restructuring processes.

Local financial dependence
The prospect of a financially viable local administration was held back by political
considerations that postponed structural reforms in an era of severe economic downturn.8

With a hesitant agenda for economic experimentation, the devolution of financial
competences did not emerge as a dominant political priority. Subsequent attempts to
control public spending in the framework of the EU stability pacts further suspended
actions towards local financial autonomy. A closer look at the sources of local revenue
illustrates the dependent characteristics of the local financial profile. Local authority
revenue in Greece derives primarily from three main sources, portrayed
diagrammatically in Figure 2.

1 Central government grants and financial transfers to local authorities. These resources
are fixed, levied centrally and distributed to the local level on the basis of a number of
population and developmental criteria.

2 Taxes defined by state law with fixed rates, levied by local authorities.
3 Revenue from fees and charges in return for the provision of services. Income from

fees and charges has to strike a balance with future expenditure on the relevant
service.

Municipalities do have the right to raise loans and to get involved in entrepreneurial
activities. The overall rigidity of the budget structure, however, allows limited room for
influencing the investment layout of local income and inhibits such endogenous

7 In 1961, agriculture’s share in employment reached 54% per cent of the total. Only 15% of farm
workers, however, were in contract-based employment. Agricultural farms were predominantly run
by the families that owned the plots (OKE, 1997). The weight of agriculture (and of informal
activities) in the national economy at the time suggests that the majority of the working population
was not participating in the formal labour market and was thus not tied by collective agreements.

8 In 1974, for example GDP growth rate per annum dropped to –3.6 (see Maravall, 1997: 50, 75–78).
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development endeavours (Council of Europe, 2001). As a result, the financial activity of
the local state in Greece ranked last in the EU 15 (Petrakos and Psycharis, 2004: 402).
In the attempt to understand further the reasons behind the ineffective articulation of
local claims for financial autonomy, the next part of the article explores the evolution of
local authority political structures and characteristics since the mid-1970s.

Political structures
In an era marked by political instability and a series of failed military coups (1975,
1980), the new political dispensation’s search for legitimacy was expressed primarily
through redistributive measures and the utilization of the local-level resources at the
disposal of political parties (Ioakimidis, 1984). Although this trend partly reflects the
comparatively recent move of the state into areas of collective provision, it is primarily
associated in the literature with the development of clientelistic relations with their
electoral support on the part of political parties (Gillespie and Gallagher, 1989). These
clientelistic patterns of political interaction do not, however, reflect a continuation of the
dyadic ‘patron-client’ relationship of the authoritarian administration (Mattina, 2007).
Due to the novelty of democratic structures and the non-proportional electoral system,
the process of expanding local-level bureaucracy was organized and controlled from the
very beginning by the new mass political parties, and in particular the main governing
parties (Ignazi and Ysmal, 1998).9 Moreover, as political parties assumed the entire
responsibility for the consolidation of democracy, they became the sole structure for
political mobilization. Therefore, a depersonalization of traditional patronage structures
occurred and ‘mass’ or ‘party-machine’ clientelism emerged (Lyberaki and Tsakalotos,
2002). The emergence of state/bureaucratic forms of clientelism (Mouzelis, 1986: 77)
and vertical networking dependencies had direct consequences on the nature of local-
level policy-making and administration. Clientelism is typified by the preferential
treatment given to party supporters and the promotion of favouritist requests in the local
policy agenda (Giannakourou, 2004). Such patterns distort the representational role of
local authorities and result in fragmented and incoherent urban policy regimes
(Chorianopoulos, 2002a).

The local level in Greece, therefore, takes part in EU restructuring programmes from
a distinct position. As Greek cities have not experienced disurbanization trajectories, EU
calls for the reversal of urban fortunes are primarily directed at strengthening responses
to increased competition. The key responsibility for such an endeavour is assigned to the
local authority. The role of local authorities in the construction of place-specific

9 In 1994 an independent body (ASEP) was created at the national level aiming to run procedures for
the appointment of public sector servants. ASEP constitutes an attempt to detach public sector
hiring procedures from the control of political parties. Local authorities were excluded from this
scheme.

Figure 2 Breakdown of sources of finance of Greek local authorities (source: Lalenis and
Liogkas, 2002: 443)
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competitiveness-oriented responses, however, is one that is characterized by limited
regulatory experience amidst financial and socio-political constraints.

EU spatial policies: unsettling scalar arrangements
The relevance of the EU mode of urban intervention to the particularities of Greek local
governance has been assessed critically from the very launch of such initiatives.
Leontidou (1996), for instance, stressed that EU networking policy was based on the
experience of the most developed European urban areas, while Hadjimichalis (1994: 20)
argued that the EU perspective had ‘a north-central European socio-economic “bias”
incapable of appreciating southern peculiarities and of formulating appropriate policies’.
More recently, detailed studies exploring the governance responses of Greek cities to the
URBAN Initiative highlighted the underdeveloped articulation of local interests and the
strong interference of national authorities in local programmes to suggest the limited
relevance of EU involvement to the restructuring attempts of Greek local governance
(Chorianopoulos, 2002b; Getimis and Grigoriadou, 2004).

At the same time, however, structural funds’ requirements for political-administrative
structures capable of effectively administering EU programmes created pressures for
adaptation that triggered two devolution reforms. The first concerned the transformation
of the country’s 54 prefectures from an administrative arm of the state apparatus into a
political entity with prefects and councils directly elected by universal suffrage. The
second was the process of municipal amalgamations that took place in 1997 and
decreased the number of local authorities from 5992 to 1033 (Council of Europe, 2001).
In the discussions preceding the reform, the focus was on the urban level and the
emphasis was placed on the way administrative boundaries relate to local spatial patterns
of socio-economic activity. Such considerations suggest that local authority territorial
reorganization constitutes more than an attempt to facilitate efficient service provision. It
also aims to act as a stimulus to institution building and innovation in policy-making.
These developments operate in parallel with EU policy initiatives and introduce a
number of challenging prospects to the local tier:

• Its endowment with previously unavailable resources for promoting development and
tackling social exclusion, albeit only in those cities chosen to take part in EU projects.

• The adoption of integrated planning approaches, marking a shift from the dominant
local authority preoccupation with infrastructure provision.

• The prospect of long-term planning actions enabling the formation of a detailed and
comprehensive vision of future development.

• The opportunity to embark on coordinated activities in partnership with the new tier
of administration at the prefectural level.

• The encouragement of endogenous development trajectories that involve private and
voluntary sector interests (Paraskevopoulos and Leonardi, 2004).

Such challenges open the way for the redefinition of the local politico-institutional
arena. As noted in earlier rescalings of state spatiality in Greece, however, changing
geographies of local regulation do not occur in a void. Instead, they bear with them ‘the
unmistakable . . . markings of previous regulatory projects, institutional compromises
and political struggles’ (Brenner, 2004: 455). In light of the path-dependent character of
state spatial restructuring, the next part of the article explores the (conflictual) interaction
between the emerging local regulatory prospects and the nationally configured regulatory
practices ‘inherited’ from the mid-1970s transition to democracy period. The case study
is Heraklion, the largest city in Crete and one of the four medium-sized cities in the
Greek urban system with approximately 150,000 inhabitants. Heraklion is looked at as a
contextually specific example of the ongoing spatial rearticulation of state regulatory
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practices in Greece, giving substance to the reasons behind the lagging development
prospects of Greek cities.

Heraklion
Heraklion’s local authority is particularly active and has a rich record of successful
attempts at promoting local development. Examples of this mobilization range from the
pursuance of one-off funding opportunities, to the launch of longer-term development
strategies. Heraklion, for instance, successfully lobbied the International Olympic
Committee and hosted a number of ‘Athens 2004’ Olympic events, also benefiting from
the infrastructure investment that accompanied the games. Longer-term planning
interventions include investment in Information and Communication Technologies
(ICTs), and the participation of the city in two ICT-related EU networks.10 This pro-
activeness has borne fruit. Recent rankings of intermediate Greek cities in terms of their
capacity to attract investment in the areas of ICTs and Advanced Producer Services
suggest that Heraklion is one of the most dynamic places in the country with a promising
restructuring record (Asprogerakas, 2004). Similar achievements are not to be found
among the physical planning interventions in the city, however.

Until recently, town planning in Greece consisted in defining and controlling land use
in built-up urban areas, and the placement of restrictions on the size of new buildings in
the urban outskirts. Local authorities, therefore, were not in a position to influence the
way the city was developing; they could only intervene post hoc and incorporate
haphazardly developed land into an expanded town plan. In Heraklion, the dynamism of
the local economy during the last decades resulted in significant development pressures
on the urban outskirts. The increase of activity in areas not regulated by the town plan is
reflected in the number of constructions erected there without a building permit,
currently estimated at 30,000 (Zacharakis et al., 2003).

Soon after new national regulations permitted planning intervention by the local
authority in the urban outskirts (1997), the local authorities in Heraklion prepared a
comprehensive land use plan covering most of the functional urban region. Heraklion,
however, is the only medium-sized city in Greece whose new town plan has not yet been
approved at the national level. According to the local press, the reasons behind this delay
lie in the political enmities that exist between the socialist city government and the
conservative national one (Philopolis, 2007). Local people responded to this stone-
walling. In an attempt to press for a post hoc ‘legalization’ settlement, the ‘out-of-town-
plan home owners’ formed a political party that gained third place in the 1998 local
elections and still has a strong political presence in the city. The local physical planning
agenda, in other words, is strongly influenced by the obstacles faced by the local
authority in defining the direction of its interventions. Integrated development policies in
inner-city areas are subject to similar constraints.

National regulations introduced in 1999 restrict the responsibilities assumed by the
private sector in integrated urban development schemes, permitting only public sector
bodies to run the projects (Local Authority Institute, 2006). As a result, there are no
examples of integrated interventions in Greek cities that involve public–private sector
synergies. In this respect, the URBAN Community Initiative presented a refreshing
change. URBAN bypasses the context of regulatory rigidity, political mistrust and
hierarchical decision-making and provides local authorities with an opportunity for a
clean start in urban land-use and socio-economic planning. In the case of an active local
authority such as Heraklion, URBAN offers the prospect of synergies with local interest
groups for the promotion of a locally defined vision of development. For the purposes of

10 Heraklion is an Associated Partner of ‘Eurocities’ and participates in the ‘Knowledge Society’
network. It is also a member of ‘Eurotowns’, participating in the ‘Capture’ network.

Institutional responses to EU challenges in Greece 333

International Journal of Urban and Regional Research 32.2
© 2008 The Author. Journal Compilation © 2008 Joint Editors and Blackwell Publishing Ltd.



the study, Heraklion URBAN offers the chance to explore local institutions as distinct
agents of regulation, and to bring to the fore the dynamics, difficulties and struggles that
local restructuring entails. Moreover, it provides an analytical window through which to
explore the effectiveness with which the EU conceptualization of urban policy promotes
‘competitiveness and cohesion’ targets.

Heraklion URBAN
The Heraklion programme was one of the three URBAN initiatives in Greece over the
2000–06 period. Heraklion-URBAN was situated in the north-west part of the city and
focused on three adjacent districts with a population of 20,000: Agia Triada, Kaminia,
and Agios Minas. The area was dominated by port-related industrial activities that were
in decline, the decline being manifested in a deteriorating urban environment and
unemployment rates of 18%, twice the city average. Moreover, a concentration of
blue-collar workers with low levels of educational attainment and the recent arrival in the
area of a large immigrant population exacerbated problems of socio-economic exclusion.
Rather than dealing solely with issues of social cohesion, the programme approached the
regeneration of the city’s main industrial site as an attempt to avoid urban sprawl, thereby
helping to create the conditions necessary for sustainable growth. Heraklion-URBAN
constitutes the first integrated urban policy attempt in the city and promoted three
categories of target:

1 Physical and environmental regeneration building on the architectural heritage of the
old industrial port. Measures included a combination of brownfield land reclamation
and the restoration of industrial heritage buildings in an attempt to reintegrate the
city’s industrial seafront with the urban fabric.

2 Job creation initiatives aimed primarily at improving the employability of local
workers through vocational training schemes. Emphasis was also placed on
supporting small local enterprises (access to finance, assistance in the adoption of new
technologies), while a relocation support scheme guided new investment to the
redeveloped buildings.

3 The reorganization of social services aimed at tackling social exclusion (Fieldwork
Files, 2004).

Research was based on two fieldwork visits to the case-study city towards the end of the
programming period (2004 and 2006) and on a visit to the Brussels Office of the
Heraklion Development Corporation. The aim was to conduct documentary research and
in-depth semi-structured interviews with local authority URBAN coordinators and key
members of partner organizations and associations. Interviews, based on a flexible
interview guide, explored:

• The degree of local control over URBAN, in light of the centralized national
governmental structures.

• The capacity of the local state to trigger networking responses and use the programme
as a lever to launch an integrated developmental strategy.

• The effectiveness of the EU urban development approach in light of the limited
provisions in the programme’s structures for the diversity of local governance
contexts.

Local governance responses
Empirical research in Heraklion revealed indications of a mobilization towards a mode
of local governance keen to exploit the development prospects at EU level. This
dynamism also shifted the rigid relations between the national administration and the
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local level towards a more flexible and interactive framework. The particularity of the
national and local regulatory context, however, shaped a path-dependent process of
change. This was noted in the weak involvement of interest groups in the implementation
of the programme. More importantly, it was noted in the uncertain prospects of the
restructuring effort, as key local attempts to change relied on (time-framed) URBAN
policy platform and funds. The following areas support these arguments:

• The selection process and administrative structures of the Initiative
• The policy focuses and the ‘day after’ of URBAN interventions
• The ways in which local interest groups participated.

The selection process and administrative structures
The only common (EU-defined) criteria amongst member states that regulated the
participation of cities in URBAN were the 10,000 population eligibility threshold and a
loose emphasis on socio-economic characteristics that indicated a disadvantaged area
(CEC, 2002a: 9). It was up to the respective national or regional government departments
to choose the procedures for selecting amongst the eligible cities in the country. The
relevant Greek authorities (Ministry of Planning and Ministry of Finance) launched
an ‘open call’ for all cities in the country to put forward their proposals. In total,
40 applications for participation were submitted. The subsequent approval of three
programmes for the period 2000–06 was based on a range of qualitative and quantitative
criteria (interview with K. Manola, chief executive of the ‘Hellas URBAN’
Administrative Unit, Ministry of Environment, Planning and Public Works, 16 July
2004).

This selection method marks a stark change from the centralized course of action that
regulated the participation of cities in the first phase of the programme. In URBAN-I
(1994–9), the Ministries did not put out a call for submissions that involved competition.
The six participating cities were invited to submit an action plan, a process that excluded
the majority of eligible cities in the country from applying. As regards the reasons for
such a radical change in the selection process, the interviewee from the Ministry of
Planning stressed ‘the administrative experience gained from the first phase of the
Initiative’ (interview with K. Manola). Interviewees at the local level, however, also
commented on the ‘pressures for transparent procedures exerted by Greek local
authorities on institutions at the national level’ (interview with G. Fournarakis, chief
project manager, ‘URBAN Office’, Heraklion Municipality, 14 July 2004). This latter
comment suggests the high degree of local interest in development opportunities offered
by EU programmes, reflected also in the number of applications.

In the quest for flexible and effective administrative structures two key innovations
were introduced in the second phase of the programme, replacing the strict allocation of
tasks between different administrative tiers in URBAN I. As seen in Figure 3, the
day-to-day supervision of URBAN II at the national level became the responsibility of
the Steering Office, an independent and accountable authority with coordinating and
decision-making powers. Moreover, at the local level, the URBAN Office was set up by
the municipality in order to achieve a single-purpose management unit. As both units had
vested interests in the smooth operation of the programme, interaction between them
helped build a degree of trust that speeded up problem solving and implementation
(interview with M. Giatromanolaki, chief project manager, ‘URBAN Office’, Heraklion
Municipality, 14 July 2004).

What is also visible in Figure 3 is the supervisory responsibility of the Monitoring
Committee for all three URBAN programmes in the country. This arrangement rendered
local programmes sub-schemes in a single national initiative. National involvement
reflected the financial obligations of the respective Ministries to URBAN in the light of
the non-participation of the local level in the co-financing share-out. The dependency on
national sources of funding did not impact the range of innovative policies launched
locally through URBAN. It did, however, hold back the progress of particular projects,
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as their implementation required the approval of the national authorities. Moreover, local
financial dependency cast doubt on the viability of the follow-up stage, and on the
capacity of the local level to sustain policies already initiated.

Urban policy and competitive governance
Support for SMEs in Heraklion consisted primarily of improved access to capital funds
and aimed to stimulate entrepreneurship in the area. While the success of this measure
was approached as key to the overall regeneration attempt, its implementation was
considerably delayed. The national URBAN authorities decided to organize actions in
respect of SMEs centrally, and assigned management to a single financial body, common
to all three URBAN cities in the country. Despite calls from Heraklion to speed up the
process, the comparatively slower progress of projects in the remaining URBAN cities
resulted in the launch of relevant actions only in May 2007 — a year after the end of the
official programming period. The externalities expected to materialize in the old port
from the multifaceted approach to intervention, therefore, did not occur, regardless of the
fact that in policy areas that relied solely on local initiative actions were more efficient.

Key changes in the fields of social provision and vocational training, and a radical
shift in the effectiveness with which the local level pursued and administered EU funding
opportunities were noted during URBAN. The vocational training schemes supported by
the Initiative, for instance, were devised in a way that reflected both the residents’
existing skills and the ongoing projects in the area. Moreover, the vocational training
schools used for this purpose are run by the local Chamber of Commerce and Industry,
activating an opportunity for future collaboration between local bodies on this issue
(interview with M. Katharakis, chairman of the ‘Centres for Vocational Training’
Organization of the Heraklion Chamber of Commerce and member of the URBAN
Monitoring Committee, 12 April 2006). This typical example of an integrated area
development scheme differs substantially from the approach to vocational training

EU

National Monitoring Committee 
- 2 National Ministries 
- National Sectoral Associations 
- European Commission
- 3 Local Authorities
  (Heraklion, Komotini, Perama)

URBAN Steering Office
(MINISTRY OF PLANNING) 

Heraklion URBAN Office 
(MUNICIPAL LEVEL) 

Local Steering Committee 
- National Ministries 
- Municipal Council 
- Development Corporation 
- Interest Groups

Day-to-day
decision
taking

Figure 3 Administrative structure of Heraklion URBAN
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adopted in Greece in the first phase of URBAN. In that case, the policy coordination
required between regional and local tiers when administering different Community
programmes with similar targets resulted in the absorption of URBAN vocational
training actions into the respective frame of the Regional Operational Programmes
(Monitoring Committee of Greece-URBAN, 1995: 1).

The range of social services provided by Greek local authorities is very narrow,
confined primarily to a number of support schemes for the elderly. Social welfare is
delivered locally through a network of services, the financial responsibility for which lies
with the national and regional authorities (Chorianopoulos, 2005). In Heraklion, the
programme acted as a lever for a complete reorientation of municipal social services
(interview with A. Neonakis, Deputy Manager, Department of Social Policy, Heraklion
Municipality, 14 July 2004). New building infrastructure created by URBAN will serve
as the core unit in a network that covers the whole municipality. Services will include,
among others, improved provision of nursery and crèche facilities, customized
counselling for the young and the elderly, a home-care unit, a language training centre
specifically oriented to the needs of minorities, a hostel for the homeless and a drugs
rehabilitation centre. The local authority has stated its aim of supporting the new
structure financially at the end of the programming period. This commitment, however,
is dependent upon a more flexible use of local income, and requires the mitigation of the
rigid national controls that predetermine local spending. As this is ‘unlikely to happen’
according to H. Kokori the chief executive of the newly founded Department of Social
Policy, ‘funding will be looked for elsewhere and primarily in the EU’ (interview, 15 July
2004).

The establishment in 2001 of the Brussels Office of the Heraklion Development
Corporation is indicative of a broader local governance shift towards capitalizing on the
EU (interviews with N. Gavalas and H. Papadogiannaki, chief executive and deputy
manager, respectively, of the Office for European Programmes, Heraklion Municipality,
13 July 2004). Heraklion is the only Greek local authority with an independent presence
in the EU headquarters, a move that reflects ‘the need to rely less on the time-consuming
and cumbersome approach of national authorities to European programmes of local
interest’. The main duties of the Office are to ‘inform, negotiate, network and lobby
directly in Brussels on behalf of the prefecture’s municipalities’ (interview with H.
Iniotaki, chief executive, Heraklion Development Corporation, Brussels Office, 1
October 2004). This mobilization, however, does not actively involve the broader
spectrum of local interests. The Office is funded and run by the Development
Corporation and acts on issues that reflect current municipal obligations and future
funding opportunities. Interest groups see indirectly the benefits of this activity, through
the improved efficiency with which EU programmes run at the local level. The role of
interest groups in influencing the direction of URBAN is explored next.

The role of interest groups
Interest groups were invited to join the discussions that formed the URBAN action plan.
At subsequent stages, the local Chamber of Commerce and Industry, the Association of
Trade Unions, the University, as well as the local residents group, took part in scheduled
meetings that monitored the progress of the programme. More characteristically, the
University of Crete has assumed responsibility for organizing and implementing a key
project: the conversion of an old warehouse into the city’s natural history museum. The
University directly administered the funds set aside for this project (25.8% of the total
URBAN budget). It was also in charge of a specific vocational training scheme that
prepared residents to be employed in the museum.

A closer look into the allocation of responsibilities regarding the rest of the partners,
though, questions the horizontality of the newly-formed collaborative relations. The
Chamber of Commerce and Industry participated in vocational training provision
through the contracting-out of its services, and not as a partner in the project with
organizational and implementation responsibilities (interview with Katharakis).
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Similarly, the local community association was not involved in implementation duties.
Asked about the residents’ arms-length involvement in URBAN, S. Kotsifos the
chairman of the Kaminia Cultural Association commented on ‘the lack of experience
[and] inability of lay people to follow such technical issues’. Also, the Trade Unions’
delegate to the Steering Committee described his role as ‘ceremonial’, pointing to the
Ministry, the local state and the University as the key agenda setters (interview with G.
Skoulatakis, vice chairman of the Heraklion Workers’ Trade Union and member of the
URBAN monitoring committee, 14 March 2006). The jigsaw of interest groups with
peripheral involvement includes the recently arrived migrants who, due to their semi-
legal status (Fakiolas, 2000), do not have the capacity to formally participate and
influence the course of action. Social policy measures targeting this category of local
population are negotiated informally on a person to person basis (interview with Kokori).

The limited involvement and diversity of stakeholders brings to the fore elements of
path-dependency that cast doubt on the commitment to transparency and local
participation. The moves towards more diffused decision-making structures noted in
Heraklion URBAN resemble more the substitution of a centrally dependent mode of
local government with a coalition that incorporates local elite actors, namely the local
authority, the Development Corporation and the University. As the ‘dialogic rationality’
of governance is absent, development goals will not be modified through negotiation and
reflection risking an ineffective restructuring endeavour (Jessop, 1998). The key lesson
from Heraklion is that conceptualizing the dependence of institutions on their
environment and their embeddedness in society and economy is a prerequisite of any
attempt to reorient local development trajectories (Peters, 2005).

Conclusions
This article has explored formal local state structures as an instrument of policy
implementation and a key arena through which actors contend with the form and
functions of local governance (MacLeod, 2001). Institutions, it has been argued, by
mediating relations of cooperation and conflict structure political situations and leave
their own imprint on political outcomes (Thelen and Steinmo, 1992: 9). The impact of
institutional choices across time at the Greek local governance level was approached
through the regulationist perspective, illustrating path-dependency in operation. EU
initiatives in Greece disrupted a course of urban policy evolution based on limited local
autonomy and interest group participation. In this light, Heraklion elucidated the
importance of a deep assessment of local socio-institutional specificities in any EU urban
intervention attempt.

The unpreparedness of the national and local institutional infrastructure to
accommodate the first phase of the URBAN Initiative in Greece is well documented.
More recently, the institutional framework of central–local interactions has been
significantly decentralized. In this process of change, Heraklion has been particularly
active in jostling for influence at the national and European levels and used URBAN as
a driving force to promote an innovative set of rules and practices. The ‘hard’
participatory structures created through URBAN were novel and groundbreaking for the
Greek tradition of local governance. Moreover, external innovation in the form of
URBAN resulted in new initiatives in the areas of social policy, vocational training and
EU relations. In that sense, URBAN provided a networking opportunity that placed a
locally defined vision of development (albeit with limited participation) within the
context of the broader national and European economy. To that extent, it constitutes a
localist regulatory attempt (Markey, 2005), and the dynamism of the process set in
motion is acknowledged. As Boyer (2000) notes, the role taken on by institutions only
rarely explains their origins. The institutional environment, however, did not suddenly
become pluralistic and politically interactive. Institutional change took place in response
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to past experiences. Ties of hierarchy and dependency are still present. Interest group
participation did not result in synergies, while the subjection of local state to national
authorities remains largely the key characteristic of local institutional infrastructure,
framing the regulatory attempt. This is manifest in the perceptions of actors on the ‘day
after’ the Initiative. The necessity of safeguards regarding the role of cities in the coming
Operational Programmes (OPs) in light of the mainstreaming of URBAN was a key point
stressed by interviewees at the local and national level. As the chief executive of the
URBAN Administrative Office in the Ministry of Planning noted, ‘the new OPs have to
uphold the active involvement of the local socio-political milieu in the prospective urban
programmes. Otherwise, what we are just starting to see happening at the local level
might easily revert to what we are used to in this country: an urban policy with strings
attached and limited input by local actors’ (interview with Manola).

EU urban programmes aim at bridging the targets of ‘competitiveness’ and ‘cohesion’
by applying the same networking principle to both developing and lagging cities. Yet as
Heraklion illustrated, the form and functions that European policies acquire locally is
contingent on a particular combination of politics, agents, institutions and economic
geography (Jones, 1997). The success with which EU urban policy promotes its targets
is conditioned upon its response to the diversity of urban Europe. Ideal typical urban
restructuring profiles do not adequately serve as policy-guiding models.

Ioannis Chorianopoulos (ichorian@geo.aegean.gr), Department of Geography, University
of the Aegean, University Hill, GR-81100 Mytilene, Greece.
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Résumé
En s’arrêtant sur la diversité des voies de structuration qu’empruntent les économies
nationales depuis les années 1970 et sur la place grandissante des échelons
supranationaux et infranationaux en tant que dispositifs régulateurs, cet article applique
une approche régulationniste de troisième génération afin d’explorer les dimensions
urbaines du processus de restructuration et les caractéristiques actuelles d’un
développement inégal en Europe. Il observe le niveau local en Grèce, ainsi que les
manières dont les hiérarchies d’échelons héritées du passé sont bouleversées par la
politique spatiale de l’UE. En étudiant la ville d’Héraklion, il s’intéresse aux efforts de
l’État local qui visent à institutionnaliser les processus de développement en adéquation
avec la politique urbaine de l’UE. Sur cette base, il souligne ‘le sentier de dépendance’
de la restructuration urbaine tout en affirmant que cette restructuration, telle que la
conçoivent les programmes urbains de l’UE, est confrontée aux problèmes rencontrés
généralement par une action normative de politique publique : elle agit comme un choc
institutionnel externe qui déstabilise les schémas établis d’interaction et de médiation
socio-politiques sans susciter la détermination locale de voies de développement.
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