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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 à 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:

• à 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)



• Stylized facts, Research questions & 
Objectives

• Dataset:
– Data coverage and availability 
– Units of analysis

• Methodology
• Empirical Results 
• Conclusions

OUTLINE

• 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 I index;

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

Spatial Structure: Moran’s I



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

The model: distribution of funds

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

iy is the level of per capita commitment in region I for policy A, 

γβα ,, are parameter vectors, 

iε is the error term

X

where

are the explanatory variables (Index of Structural
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,

τµ, are the regional fixed effect and the time trend respectively,

•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, Nl, Pt, Es, Se)

•Time span: 1994-1999; 2000-2006; 2007-2013

DATASET: policy areas, spatial
scale, time span



Potential inconsistencies\conflicts in the 
regional allocation of the funds

(correlation between regional expenditure under different policy
headings)

Correlation in regional financial 
allocations between Regional Policy 

and Rural Development has 
decreased over time

Correlation between PAC 1st Pillar 
and Rural Development has not 

changed significantly. The same is 
true for PAC 1st Pillar and Regional 

Policy



Potential inconsistencies\conflicts in the 
regional allocation of the funds

(correlation between regional expenditure under different policy
headings)

High time-persistency in regional 
financial allocations for Regional 

Policy and CAP 1st Pillar

Most ‘dynamic’ policy area is 
Rural Development

•Coherence with the principle of 
territorial concentration

(spatial structure of the funding distribution)

Regional Policy: 
spatial concentration 

of expenditure 
significant and stable 

over time

Rural Development: 
spatial concentration 
relatively more limited 
but increasing in 2007-

2013

CAP 1st Pillar: Limited 
spatial concentration

Structural Disadvantage 
significantly more 

concentrated



Capability to work pro-cohesion
(‘Reward’ for structural disadvantage)

After controlling 
for national 

factors :

Regional Policy :

•Positive and 
statistically 

significant ‘reward’
for Structural 

Disadvantage;

•Increasing after 
2000

Rural 
Development:

•Positive but 
decreasing  
‘reward’ for 
Structural 

Disadvantage;

Capability to work pro-cohesion
(‘Reward’ for structural disadvantage)



Capability to work pro-cohesion
(‘Reward’ for structural disadvantage)

Capability to work pro-cohesion
(‘Reward’ for structural disadvantage)

After controlling for ‘time invariant’
regional factors (structural 

characteristics, sectoral
composition, institutional quality 

etc.) AND time trend (general 
evolution of the EU regions)

Regional Policy :

• Very weak association between 
Structural Disadvantage and Per 

Capita Expenditure;

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

counter-treatment)

•No synergies in disadvantaged 
areas



Capability to work pro-cohesion
(‘Reward’ for structural disadvantage)

Capability to work pro-cohesion
(‘Reward’ for structural disadvantage)

Rural Development :

• Some (still limited) 
‘reward’ for Structural 

Disadvantage;

•‘Cumulative effect’
with Regional Policy 

and PAC: ‘hybrid 
policy’

•No synergies in 
disadvantaged areas



Capability to work pro-cohesion
(‘Reward’ for structural disadvantage)

CAP 1st Pillar :

• NO association with 
Structural 

Disadvantage.

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


