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Objectives (1)

» Empirical assessment of the impact of
subsequent policy reforms AND changes in the
EU budget composition on:

— coherence with the objective of territorial cohesion;

— coordination/synergies between policies

in terms of financial allocations at the territorial level for
Regional, Rural Development and Agricultural
Policies.

» Joint analysis of Regional, Rural Development
and Agricultural Policies of the EU;

» Regional (sub-national) level analysis;

Research hypotheses

Existing literature has suggested the implementation
of inappropriate policies as an explanation of the
weak impact of the EU ‘development’ funds on

regional convergence (Cappelen et al. 2003; Rodriguez-Pose and
Fratesi 2004; Schucksmith, Thomson, Roberts 2003)

BUT
a) Counterfactual scenario hard to construct

b) Hard to assess the impact of intrinsically different
policies (in terms of objectives, mechanisms etc.)
CONSEQUENTLY

We focus our attention upon the  a priori structure
of the policies rather than upon their impact




Objectives (2)

Investigate two potential factors that — in open
contradiction with the EU Commission ‘explicit’
objectives — may prevent different EU funds from
working in favour of territorial cohesion:

a priori bias in the geographical allocation of the
funds:
— undermines the principle of concentration;

— prevents the intervention from targeting the real
sources of competitive disadvantage of EU regions.

inconsistent\conflicting distribution of resources
under different EU policies.

Objectives (3)

By looking of the EU expenditure for Regional,
Rural and Agricultural policies (and its evolution
over time) the paper will test:

» Potential inconsistencies\conflicts in the regional
allocation of the funds
(correlation between regional expenditure under different policy
headings)

» Coherence with the principle of territorial
concentration
(spatial structure of the funding distribution)

« Capability to work pro-cohesion
(Correlation with structural disadvantage)




OUTLINE

Stylized facts, Research questions &
Objectives

Dataset:

— Data coverage and availability

— Units of analysis

Methodology

Empirical Results
Conclusions

Spatial Structure: Moran’s |

The spatial concentration of the EU
expenditure for the CAP and EU Regional
Policy is analysed (together with its
evolution over time) by means of the
Moran’s | index:

The spatial concentration of the funds is
contrasted with a specifically developed
Indicator _of Structural Disadvantage of the
EU regions;




The model: distribution of funds

Structural Disadvantage as driver for the observed pattern
of expenditure per capita under different policy headings.

The following model is estimated by means of H-C OLS,
and PANEL FE:

Vi, =+ 4+, + X+ B o+,
where
Y. is the level of per capita commitment in region | for policy A
a, IB’ y ae parameter vectors,
are the explanatory variables (Index of Structural
X Disadvantage) and a set of national dummy variables,
P is the level of per capita commitment in region i for EU policies
other than A,
,U, [ are the regional fixed effect and the time trend respectively,
& is the error term

DATASET: policy areas, spatial

scale, time span
*Policy areas:
» CAP:
* First pillar
» Second pillar
* Regional policy
*Geographical coverage: EU-15
Regional level:
* NUTS1 (Be, De, UK)

* NUTS2 (At, Fi, Fr, Gr, It, NI, Pt, Es, Se)
*Time span: 1994-1999; 2000-2006; 2007-2013




Programmi Tipo di fondo Programmi Tipo di fondo Programmi  Tipo di fondo

19041999 2000-2006 2007-2013

Potential inconsistencies\conflicts in the

regional allocation of the funds
Table 1 - corelaion Analysis- (GO ERIALIORDEbMe en Legional expenditure under different policy
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Reglonal Payment ps) e, H )
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Potential inconsistencies\conflicts in the

regional allocation of the funds
Table 1- Comrelaion Analysis: (G ORERIATIQRDEANREN Hagional.expanditure under different policy

FRegional Paile o Reglonal ezl h m ud PAC el oA st AC 5t
o Pm 005 Pm:rgy 0713 ’?'_ff_;g"m & i g§€_‘:ﬁ?“ Fllar 3-89 FUF 0006 P 07-13
Reglonal Policy 34-29 (Per
Capka Expendzure)
Ragionat Pecy .16 Pes aeser High time-persistency in regional
Capha Sxpendture) . . . .
(0.0 financial allocations for Regional
Reglona Potey 3713 e LEEEN LT 1 POlICy and CAP 1st Pillar
apka Expendzure)
{0000 {0000
0.8080* 0.7884" L.74E4" 1
(0.000) {0.000) 10.000)
05553 0.5945* [.5645" oearr
oo ooy oy | 0050 Most ‘dynamic’ policy area is
passe e osmee [ o | omf 1 Rural Development
{0005 (0-000) fi.000) (0.000) {0005
SAC tet Pilar 4433 (Teral 0412 0.4475" [.4156" 04755 038w 0330
Reglonal Payment p)
{0.000) {0.000) (.00 {2.000) 10000 (6005
PAC 1gt Pilar 00-05 (Tatal 03537 0.4315 DA 0.4760° 04545 04951 0.9374"
Reglonal Payment pc)
{0000 {2.000) 0.050) {0000) {0.000) (0000 10.005)
0.335" 0.2126" 0.3800 o.4eET o415z 0.4155° 0.5438" 0.5
PAC 1gt Pllar 07-13 (Tatal
Reglonal Payment pe)
(0.000) 10.000) (0.000) {0.000) {0.000) {0.000) (0.000) (0.000)

*Coherence with the principle of
territorial concentration
(spatial structure of the funding distribution)

Regional Policy: Rural Development: CAP 1¢t Pillar: Limited

spatial concentration spatial concentration spatial concentration
of expenditure relatively more limited
significant and stable but increasing in 2007- Structural Disadvantage
over time 2013 significantly more
) ) concentrated
Tab.2 - Measures of global ial autocorrelation
‘Iark z p-value®

Regional Policy &4-85 O 5873 OO0

Regional Policy 00-08 o{ps B.) C.000

Regional Policy 07-12 ol/5a 7305| O

Y

Fural Development 84-20 013 3.254 oo

Rural Development 00-06 011 I | 2832 ooz

Rural Development 07-13 0201 i 2 5.01 0.000

PAC 1st Pillar 34-20 0.118 / -0.007 0.042 2822 ooz

PAC 1st Pillar 00-05 01z -0.00 0.042 3.03 oo

PAC 1st Pillar 07-13 0.105 D47 D.042 2,675 C.004

Index of Structural Disadvantage (PCA) 0.338 -0.007 D.042 8.202 0000

"l-tail tact




Capalbility to work pro-cohesion

(‘Reward’ for structural disadvantage)

After controlling

Table 3 - Cross Section Analysis with country dummies for national
1y @ ) ) 6] E] i} &) @ factors -

VARIAELES Regicral Regional Regional _ Rural Rural Rual  PACTst PACTst PAC st '

v Polcy  Poicy  Poicy Development Deuelopment Development Filari Filar1  Fisar 1

1004-00 200006 2007-13 Regional POliCy .

1004-00

100409 2000-06

Ind=x of Structural Disadvantage (PCA) 54058 580" 21.02°

o e | ePositive and

187.28)

= statistically

- aa significant ‘reward’
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Capability to work pro-cohesion

(‘Reward’ for structural disadvantage)

Tab. 4 - Panel Data Analysis (Fixed Effect Two-Way): Regional Policy, Rural D p Policy, PAC 1st Pillar 1994-2013
th (2 (3) (4) (£) (8) U] {B) ()
- R Regionsl Regional Rura Rural Rural Rural Rural BAC 1t
VARIABLES eglonal - Regional  R2gonal  navelopmen Developmen Developmen Oevslopmen  Developmen it
ey  Polcy  Policy N _ . : Pillar 1
T8 7054~ T8
2013 2012 203 1984-2012  1894-2013  1984-2014  1894-2013 1994-2014  1984-2012
Index of Structural Disadvantage
(PCA) Panzl 4427 47710 3047 27400 32.08™ 44,55 24,31 28.82° -54.54
(27.45)  (28.08)  (30.00) (14.32) (12.78) (14.25) (12.51) (14.26) (50.52)
PAC 1st Pillar 00627  0.0820 D.0845° 0.0847" 0.0748"
(0.0585) (0.0578) {0.0328) {0.0318) (0.0204)
Regional Policy 0157
(0.0200)
Interaction Term
DisadvantagePAC 1st Pillar 0.0153 -0.0108
(0.0125) (0.00288)
Interaction Term
Disadvantage"Regional Poficy -0.00472
(0.0101)
TCOD 0602 8025 EQ.14M" -18.80 -20.08" -28.08™ 42827 42307 108.07
(27.00) (25.89) (26.03) (13.89) (12.72) (12.81) (1282) (12.80) (42.17)
TOD94 1606 158.3" 1558 qmaT 14577 14847 1215 R L [
(34.05)  (36.18)  (3B.57) {20.28) (20.09) (20.09) (21.28) (21.32) (60.81)
Caonstant 557177 4B37C 43087 Z22.3 1366 1417 g1.53 61.01 1,010
(20.35) (8410}  (68.32) {10.04) (34.12) (32.82) (40.02) (40.33) (38.52)
Observations 417 417 417 417 417 417 417 417 417
R-squared 0.281 0.267 0298 0.325 0.354 0.358 0402 0.404 0.277
Mumber of id 132 128 138 128 128 128 129 132 132
Robust standard emars in
parentheses

e p< 04, ™ peD.05, * pel.1
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(‘Reward’ for structural disadvantage)
Tab. 4 - Panel Data Analysis {Fixed Effect Two-Way): Regional Policy, Rural Develop Policy, PAC 1st Pillar 1934-2013
m 2 (3) (4) (5) () 4] () ®
- _ Regional Ragional Rura Fural Fural Fural Fural BAC st
VARIABLES eglonal Regional  Regonal | navelopmen  Developmen  Developmen Oevslopmen  Developmen it
Poicy  Policy  Policy N : N ° : Pillar 1
[ [ " S | T
2013 2012 2013 | 1994-2013  1994-2013  1994-2014  1894-2013  1984-2014  1984-2013
Index of Structural Disadvantage
{FC&) Panel 4427 4771 3047 274D 32.08™ 44,557 28.82° 54,34
(27.45) (28.08)  (30.0D) (14.32) (12.73) (14.25) (14.28) (50.52)
PAC 1st Pillar 00627 0.0820 0.0848°™ 0.08477 0.0748™
(D.0565)  (0.057%) {0.0328) {0.0313) (0.0304)
Regicnal Policy 057"
(0.0280)
Interaction Term
Disadvantage"PAC 1st Pilar 0.0183 -0.0108
(0.0185) (0.00385)
Interaction Term
Disadvantage"Regional Poiicy -0.00472
(0.0101)
TDOO 0E02™  BO2E™T  ED.14M 28 08" 4262 42307 e.oT
(27.00)  (25.89)  (28.03) (12.81) (12.82) (12.80) (42.17)
TD24 1686 158.3"" 1558 -145.47 1215 R L [
(34.05)  (30.13)  (36.57) (20.09) 21.29) (21.39) (60.81)
Canstant BST.TT 4837 450.6" 14T 61.53 61.01 1,010
(20.38)  (84.10)  (86.82) (32.82) (40.02) (40.33) (28.52)
Observations 417 a7 417 417 417 417 417 417 417
F-squared 0.281 0267 0288 0.325 0.354 0.358 0.403 0.404 0.277
Mumber of id 13g 128 138 128 128 138 139 138 138
Feobust standard-errors-im
parentheses
™ pell 01, ™ pe0.05, * p<D.1

Capability to work pro-cohesion

(‘Reward’ for structural disadvantage)

After controlling for ‘time invariant’ Tab. 4 - Panel Data Analysis {Fixed Effect Two-Way): Regional Polic]
regional factors (structural m @ @)
characteristics, sectoral VARIABLES Fpdonel Rl Regenl
composition, institutional quality e T
etc.) AND time trend (general Inder of Struchural Disadvantage

(PCA) Panel 017

evolution of the EU regions)
Regional Policy :

PAC st Fillar

« Very weak association between R
Structural Disadvantage and Per Dissdvantage-ps
Capita Expenditure;

*No compensatory mechanisms
with PAC 1st Pillar (i.e. no

EED2™  BO.2ET 5014
(27.00) (25.89) (28.03)

counter-treatment) S oo 1503 asE g
. 3 . (34.05)  (38.18) {3857
*No synergies in disadvantaged Constant 5571 4mATT 4386
(20.38)  (B4.10) {geED)
areas
Observations 7 47 417
R-squared 0.201 0.287 0.2¢8

Mumber of id 138 128 138




age .
Capability to work pro-cohesion
‘ 1 R
(‘Reward’ for structural disadvantage)
Tab. 4 - Panel Data Analysis {Fixed Effect Two-Way): Regional Policy, Rural Development Policy, PAC 1st Pillar 1994-2013
m 2 () (4) i () Q) (8) ®
- _ Regional Ragional Rura Fural Fural Fural Fural BAC st
VARIABLES eglonal Regional  Regonal  hevelopmen Developmen Developmen Oevslopmen  Developmed it
Poicy  Policy  Policy N : N ° : Pillar 1
[ [ " S | T
2013 2012 2013 |1994-2013  1994-2013  1994-2014  1894-2013 1884-2014 19842013
Index of Structural Disadvantage
{FC&) Panel 4427 4771 3047 274D 32.08™ 44,557 54,34
(27.45) (28.08)  (30.0D) (14.32) (12.73) (14.25) (50.52)
PAC 1st Pillar 00627 0.0820 0.0848°™ 0.08477
(D.0565)  (0.057%) {0.0328) {0.0313)
Regicnal Policy
(0.0280)
Interaction Term
Disadvantage"PAC 1st Pilar 0.0183 -0.0108
(0.0185) (0.00385)
Interaction Term
Disadvantage"Regional Poiicy -0.00472
(0.0101)
TDOO 0E02™  BO2E™T  ED.14M -20.08™ 28 08" 4262 42307 e.oT
(27.00)  (25.89)  (28.03) (12.72) (12.81) (12.82) (12.80) (42.17)
TD94 1686 1503 1S5E 145,77 -145.47 1215 SzaTt | ciesz
(34.05)  (30.13)  (36.57) (20.08) (20.09) 21.29) (21.32) (60.81)
Canstant BST.TT 4837 450.6" 138.67" 14T 61.53 61.01 1,010
(20.38)  (84.10)  (86.82) [34.12) (32.82) (40.02) (40.33) (28.52)
Observations 417 a7 417 417 417 417 417 417 417
F-squared 0.281 0267 0288 0.325 0.354 0.358 0.403 0.404 0.277
Mumber of id 13g 128 138 128 128 138 139 138 138
Fobust standard errars in
parentheses
™ pell 01, ™ pe0.05, * p<D.1

Capability to work pro-cohesion

(‘Reward’ for structural disadvantage)

Tab. 4 - Panel Data Analysis (Fixec
(4] (5} (&) (7) (&)
Rura: Rural Rural Rural Rural
WARIABLES Developmen  Dewslopmen  Developmen  Developmen  Developmed
t t t f t

Rural Development :

° Some (St|” ||m|ted) Index of Struciural Disadwantage

1004-2013 10042073 1004-2094 1894-2013 10642014

[PC# a4 55 24.51" 28.92"
‘reward’ for Structural (14.25) (16.26)
0.0pgFs 0.074g%

PAC 1=t Pillar

Disadvantage; (0.0218)
Regional Pgli
*'Cumulative effect’ %_"/77
with Regional PO“Cy ::)Witsacvan':ge‘PAC 1=t Pillar I

and PAC: ‘hybrid

policy’

(0.02a0)

Interaction Term
Disadvantage"Regional Polic

-20 05"

R . . -
. No synergies in (13.58) (13.72) {13.31) [12.82) (12.80)
disadvantaged areas  _

Da4 -158.7 -145.7" 14847 -121.5 12117

(20.28) (20.09) (20.09) (21.28) (21.39)

Constant 22,3 138,68 1417 61.53 61.01

(10.04) (34.12) {32.82) [40.02) (40.93)

Observations 417 417 417 417

R-squared 0.354 0.358 0.403 0404

Mumiser af id 120 130 130 130

Dokt ciaodod




Capability to work pro-cohesion

(‘Reward’ for structural disadvantage)

Tab. 4 - Panel Data Analysis (Fixed Effect Twd

icy, PAC 1st Pillar 1924-2013
e =

) CAP 1st Pillar : @ @ @
_ Rural Rural Rural BaC st
VARIABLES ;g"i’;f o i Developmen  Developmen  Developmen |- | 15
—— *NO association with ‘ t t
201 1 042012
_ 12 Structural | 10042013,
Index of Structural Disadvantage .
flereied - e
(PCA) Panel pasid Disadvantage. e
PAC 1st Pillar 0.0827 0.0620 C.0p4a™™ 0.0847 C.GTES"‘ CI.EI?AE"‘ .
(0.0565) (0.0578) (D.0328) {0.0218) (D.0206) (0.0204)
Regional Paolicy 0.152" 057
0.0241 (0.0200
Interaction Term
Disadvan tage*PAC 1st Pillar 0.0183 -0.0100
(0.01285) (0.00288)
-0.00472
(0.0101)
TDOO g6.02** 80.25"™ 2014 -18.80 -20.06™ -28.88™ 4282 -42.30m 102.0"
(27.00)  (26.89)  (28.0%) {12.80) (13.72) (13.81) (12.82) (12.80) (4247}
TDo4 160.6™ 158.3"" 1558 =157 -145.7 -143.4" -121.5™ 1211 -164.27
(34.05) (36.13)  (36.57) {20.26) (20.08) (20.08) 21.26) (21.39) (80.81)
Constant 557.1™ 4@3.7™" 4808 222.3™ 130.6** 4.7 61.53 81.01 1,010™
(20.38)  (84.10)  (86.82) {10.04) (34.12) (32.32) 40.02) (40.33) (28.53)
Observations 41 17 417 417 47 417 417 4117 417
R-squared 0.281 0.287 0.2e8 0.325 0.254 0.358 0403 0.404 0.277
MNumber of id 138 138 138 138 138 138 138 139 138

Robust standard errors in
parenths

arentheses
" pel) 01, ** peD.05, * pel.1

Conclusions (1)

» Notwithstanding the emphasis placed on
coordination, synergies and concentration the
improvement produced by subsequent reforms
is still limited,;

» Changes in the ‘composition’ of the EU budget
are likely to impact upon its regional
convergence / divergence impact but the
direction of this impact remains unclear;

» Territorial concentration remains limited;




Conclusions (2)

» Some ‘reward’ for structural disadvantage
HOWEVER
After controlling for time invariant factors this
correlation is significantly weakened.

» Changing the composition of the EU Budget is
not per se able to improve the compatibility
between EU spending and Territorial cohesion;

» This crucially depends on the design of
appropriate allocation mechanisms and policies
‘tailored’ to local conditions




