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SOMMARIO

The European Structural Funds (SF) were conceived ‘regional convergence,
competitiveness and cooperation’. However, givem ¢cbmplexity of the European multi-
level governance (MLG), the SF suffer an ‘econord@mocratic paradox’ because the
allocation of resources depends dramatically frbmn d¢apabilities of regional governments.
For this reason, lagging regions might not recdiveds proportionally to their ‘needs’.
Specifically, in a context of growing decentralipat regional governments become more
relevant as channels to collect these funds andefgional collective action, as required by
the EU Commission via the criteria of additionglipartnership and programming. In this
dissertation, the context and the challenges of Nh&5 of the SF will be discussed,
supporting the argument that regional governmeruasiged with stronger constitutional and
political legitimacy are able to attract more reses. This hypothesis will be tested in the
EU-15 where there were elective regional governstartthe Cycle 2000-06.



1 INTRODUCTION

“Poor conditions for development are, paradoxically

not sufficient to be highly favoured by EU regiopalicy.

This is the economic democracy paradox of the stracfund system”
(Olsson, 2003, p. 291).

The Structural Funds (SF) policy of the Europeanobn(EU) is conceived to support
territorial development in lagging regions, promgti‘convergence, competitiveness and
cooperation’ (EU-DGRegio, 2008). However, the ppliesign and implementation of the SF
are extremely complex, involving many tiers of gowaent from the EU Commission to
regional governmentsvia the agreement amongst national institutionscdmparison with
the other main pillars of the EU, like the ‘Commégricultural Policy’ (CAP) and the
‘Single European Market’ (SEM), the SF are the godjicy in which governments have to
coordinate themselves and play an active role, @dsefor both the CAP and the SEM the EU
Member States have just to define common rulessahdip regulatory institutions. Clearly,
the SF are not just a challenge for the institwioooordination, but also for regional
development. Specifically, the amount of resounfethe SF has grown significantly through
the past two decades, mainly after the Reform 801&or lagging and peripheral regions, the
SF may constitute a significant opportunity givée targe amount of resources available.
However, after two decades, the overall resulth®fSF are limited and controversial.

In order to analyse the results of the SF, mangistuhave been carried out considering both
economic and political aspects (Boldrin & Canov@)®, Cappelen, Castellacci, Fagerberg, &
Verspagen, 2003; Ederveen, de Groot, & Nahuis, 2Bdelfart-Knarvik & Overman, 2002;
Rodriguez-Pose & Fratesi, 2004). According to ma@@sn scholars, the SF have limited
impact on the reduction of regional disparities #mel support of regional growth, except in
some specific cases (e.g. Ireland). However, tleee almost three main limits in the
evaluations of the SF. Firstly, it is not cleathie amount of resources is proportional to the
goals of the policy. Secondly, there is no couaigtfal to show what would have happened
without the SF. Thirdly, there is little attentipaid to the link among the economic rationale
of the SF, the policy expectations and the instin&l constraints, in which this policy has
been implemented. In this paper, the third probhghnbe discussed.

The EU regional policy has been influenced by thNew Regionalism’ (Amin, 1999),
determining a general shift ‘from the political ecoy of regions to regional political
economy’ (Agnew, 2000, p. 101). Furthermore, sitime1970s, there has been a significant

1 The definition of ‘regional governments’ couldusal ambiguous because each country has its own
institutional architecture. Nevertheless, this nigifin includes the tiers of government below nagiblevel and
above local authorities, charged by the EU to immget the SF.



process of decentralization, changing dramatidhkyshape of states, whereas the effects for
territorial development are still unclear (RodrigtRose & Gill, 2003). However, in the field
of regional studies, there is a general lack oérditbn to the effects of the institutional
changes on regional development (Bennett, 1997%)erGihe fact that the SF are a regional
policy implemented across contexts with significdifterentiations in terms of institutions,
the EU regional policy becomes a significant oppaity to test the effects of these
differences for regional development.

First of all, the starting point of this dissertatiis the necessity to consider economic and
politico-institutional factors together because toenplexity of EU decision making affects
dramatically the allocation of the resources. Spely, it is necessary to identify the critical
knots of the Multi-Level Governance (MLG), as itshiaeen designed for the SF, taking into
account that this mechanism provides support fggifeg regions only if they have the
capabilities to carry out development policies. #as reason, resources are not allocated just
in proportion to the ‘needs’ of lagging regionsistls the so-called ‘economic democratic
paradox’ of the Structural Funds (Olsson, 2003Yhi§ assumption is confirmed, it will be
necessary to conceive a different mechanism ofrgavee to empower regional governments
in lagging areas.

From a theoretical perspective, the mechanism efSk makes explicit the capability of
regional governments to overcome the limits oflective action’ (Cheshire & Gordon, 1996;
Olson, 1965), designing adequate development psliagind lobbying decision makers to
access these funds. This regional capability ofdioation constitutes an ‘asset’ for territorial
development, specifically in the light of the retestudies about the ‘territorial capital’
(Camagni, 2007). These arguments will be testetherCycle 2000-06 using a model of two
simultaneous equations on a sample of regionseoEtl+-15 where regional governments are
electives.

In section 2, the rationale and the main resulthefSF are presented, starting from the rise in
importance of territories for economic developmand the new context of decentralization.
In section 3, the challenges of the Multi Level @mance (MLG) are discussed, considering
the theories of the ‘joint-decision trap’ (Scharp888) and the empirical evidences for the
Cycle 2000-06. In section 4, the regional collextaction will be presented and discussed,
using an empirical model. Finally, in the last sattthere are conclusions and remarks for
further developments.



2 THE REGIONAL EUROPE

2.1 The rise of the ‘New Regionalism’ and the decersiaéibn of public powers

In the last decades, there has been a significaet in interest for local economic
development (cf. Pike, Rodriguez-Pose, & Tomane®062. The so-called ‘New
Regionalism’ (Amin, 1999) has been developed stheel980s, starting from the first studies
on the Industrial Districts of the ‘Third Italy’ (e & Sabel, 1984; Trigilia, 1992) and the
‘Silicon Valley' in the US (Saxenian, 1994), deténming a large interest for the spatial
agglomeration of economic activities (Krugman, 1,99ftaviano & Puga, 1998) and then for
cluster policies (Porter, 1990). Specifically, gesgghical proximity (Boschma, 2005)
facilitates the management of the most uncertaitivides, like innovation, access to
information, research and development, inter-ogtion coordination, and management of
externalities (Storper, 1997a, 1997b; Storper & atdes, 2004).

Given the enlarged context of competition, flextigiland coordination have become more
relevant to manage uncertainty. Furthermore, utigerinfluence of the New Regionalism,
there has been a shift in the development polifies sectoral to territorial approaches
(Martin, 2000), involving also many aspects noictir linked with the economic paradigm,
like institutions or social capital (Aron, 2000; iBo& Posner, 1998; Fukuyama, 2000;
Heydemann, 2008). Finally, there is also a tremeatds decentralization of powers in favour
of sub-national governments, supported specifiip by the EU regional policy.

Drawing from the rise in interest for local econondievelopment policies since the 1970s
there is a general trend of decentralization of g@mwfrom national to sub-national
governments, which implies almost three differeqpies of reforms (Donahue, 1997). The
most relevant of them is the ‘devolution’, whichaigransfer of public powers and legitimacy
from a tier of government to another one, genetallyer; whilst, the ‘deconcentration’ is just
a spatial relocation of public functions far frohetcapital city, and the ‘delegation’ is the
transfer of competences toward lower agencies dalgperon the same central government.
Nevertheless, the decentralization of powers, messu and legitimacy may be not
implemented at the same time (Rodriguez-Pose & 203, 2004, 2005).

Recently, the arguments in favour of decentralmathave shifted from ‘identitarian’ to
‘economic’ reasons (Rodriguez-Pose & Sandall, 2008 main argument put forward is
that there is a growing need for strategic planranghe regional level and that regional
government would deliver accountability and demogréo regional governance” (Hulst,
2005, p. 99). Accordingly, lower tiers of governrhane assumed to be more able to tailor
public policies, adapting them to local needs (©a1®99; Tiebout, 1956). From a political



point of view, lower tiers of government should bagasier access to local information,
mobilize local resources, and generally be ‘morenalgatic’, as Tocqueville (1836)
suggested since the XIX century. All these arguseniggest the idea that an ‘economic
dividend’ of decentralization exists (Rodriguez-€8&sGill, 2005).

Against decentralization, the main argument is ttie central provision of public goods and
services may be more efficient if economies of escahd/or economies of scope exist”
(Rodriguez-Pose & Bwire, 2004, p. 1910). Specificalhe multiplication of governments
constitutes a serious risk for the control of thablg budget, ‘jeopardizing’ the
macroeconomic stability of the country (Prud’homr@95). Furthermore, there is also the
risk of a ‘hidden’ privatization because sub-nasibgovernments might not receive adequate
resources to assure public services (Prud’hommegibp Furthermore, in terms of policy
design, the lower tiers of government “may not h#we skills and knowledge to manage
large projects and budgets or to coordinate paiigylementation” (Azfar, Kdhkdnen, Lanyi,
Meagher, & Rutherford, 1999, p. 24). Finally, ifoeirces and competences are decentralized,
it becomes harder to provide redistributive poBaeross regions (Ezcurra & Pascual, 2008).
Considering the general impacts of decentralizadioross countries, the results of these
changes are almost controversial (Calamai, 2008uita & Pascual, 2008; Gil Canaleta,
Pascual Arzoz, & Rapun Gérate, 2004; Martinez-Vazg& McNab, 2003). From the point
of view of the regional economic theory, the linesongst decentralization, territorial
competition and regional convergence/divergencd sdaem unclear; while, from the
perspective of the political sciences, the multiion of tiers of government makes
ambiguous their legitimacy (Putnam, 1988). Howewerthe field of regional studies the
mainstream of scholars have generally paid litttersion to these changes and their effects
on territorial development (Bennett, 1997).

Furthermore, in the case of Europe, the proceseoéntralization has differentiated impacts
given by the different conditions of the stateglsas the ‘traditional’ dichotomy between the
‘centralized’ France and the ‘federal’ Germany. Blmrer, European states are strongly
differentiated in terms of population, size, ansloain terms of socio-cultural heterogeneity,
such as Flemish and Walloon communities in Belgiomsome specificities, such as the
overseas departments of France. Neverthelesstréimd is common across European states,
determining a certain degree of homogenization,dé@eentralization in favour of regional
governments and the creation of the EU as a consupra-national institution. The result is
a reshaping of the institutional framework throagtiecentralization in two directions.

2.2 The European regional policy

Under the influence of this context, the EU hasal@sthed a common regional policy in order
to support ‘convergence, competitiveness and cadipe’ across Europe (EU-DGRegio,



2008). The focus is mainly oriented to support uddeeloped regions, specifically where
there is low income, high unemployment and socimemic structural problems like ageing
or limits imposed by geographical peripheral lomatiArmstrong, 2007). The European
Regional Development Fund (ERDF) was introducel9ii5, while a significant reform has
been realized in 1989 in order to upgrade the sugpounderdeveloped regions in Southern
Europe, specifically the Italian Mezzogiorno and tiew member states of the Mediterranean
area: Spain, Portugal, and Greece. Subsequeriity,thé enlargement to central and eastern
countries, regional disparities across the EU Haa@me larger and highly heterogeneous,
within a context of growing polarization of devetopnt (Brakman & van Marrewijk, 2008).
Finally, the SF have been conceived also as attopromote integration and cooperation
across states, balancing potential disparitiegduiced by other EU policies, like the CAP or
the SEM (Scharpf, 1988, p. 241).

In the ‘reformed’ SF, resources were doubled in9188d afterwards progressively increased,
becoming around half of the EU budget today. Furntteee, in 1989 four criteria have been
introduced for the SF. Firstly, the European regigoolicy is now based on multi-annual
programmes proposed by regions, with the suppothei national governments and co-
financed by the European funds, whereas before 88®%U regional policy was based just
on financing projects. Secondly, national governimemave to concentrate resources on
specific types of regions, according to the ‘Ohjext’ as defined at the EU level (Mendez,
Wishlade, & Yuill, 2006, pp. 594-595). Thirdly, Mdrar States must co-finance programmes
to avoid the risk of an ‘effect of substitutiontiet SF have to be conceived as reinforcement of
development programmes, not as a substitute fetiegiinvestments. Finally, member states
must involve other actors, specifically regional vgmmments, in the design and
implementation of the regional policy.

Since 1989, the criteria of programming, concemmatadditionality and partnership have
been substantially confirmed through the four défe Cycles of the SF, while some minor
changes have been introduced later in terms of atnaiuresources, eligibility criteria and
budget management (Bachtler & Mendez, 2007; Mad&95). In 1999, a common
framework for the European territorial developmemas also adopted, the so-called
‘European Spatial Development Perspective’ (Coun€ilMinisters, 1999). Finally, these
same criteria have been used as reference for dhditons imposed to new countries
accessing the EU after 1989 (Bailey & De Propri®)3.

Even though there had been some changes, sinceti®89F are fundamentally based on
three main ‘Objectives’, defined as types of regiavhere different degrees of action are
concentrated. The so-called ‘Objective-1’ inclutles most underdeveloped areas, defined as
regions below 75% of the European average in tefm@GDP per capita and unemployment



raté. Under the ‘Objective-2’, the EU has classifiegjioms with problems in their socio-
economic structure like industrial reconversiorgiag or structural unemployment; whereas,
‘Objective-3’ supports inter-regional cooperationthe ‘INTERREG’ programmégMendez

et al., 2006). Furthermore, there are some otheomprogrammes integrating the SF. The
most important of them is called ‘URBAN’, orientéd support the regeneration and the
sustainable development of urban districts, fingtlg ‘Cohesion Funds’ (CF) support the SF
for new member countriégs Across the different Cycles, the ‘Objective-2’ shdbeen
characterized by the most significant reform beeand 999 all the ‘non-Objective-1’ regions
have been classified as eligible for the ‘Objec®/éunds, whereas before only some parts of
them were eligible.

In conclusion, the European regional policy could deen as an inter-national system to
provide funds for underdeveloped regions, in otdgsursue general goals of local economic
development, nevertheless each country has gilifsiant degrees of freedom to define his
own priorities implementing the SF (cf. Bache & dsn2000).

2.3 The main effects of the SF

In order to evaluate the effects of the SF, mangiss have been carried out (e.g. ESPON,
2006a, 2006b). Except in some specific regions tlileewell-known case of Ireland (cf. Pike
et al., 2006, pp. 229-235), the overall effectlod SF has been limited in the reduction of
regional disparities in terms of both income cogeeice and redistribution of economic
activities across regions (Boldrin & Canova, 20@gII'Erba, Abreu, & de Groot, 2007;
Midelfart-Knarvik & Overman, 2002). However, somespiive effects have been identified
for some specific typologies of regions, specificah the case of regions able to take
advantage by increased links with more developgibns (Cappelen et al., 2003; Crescenzi
& Rodriguez-Pose, 2008; Puga, 2008).

In order to explain this general lack of resultshas been shown that regions tend to
overspend in infrastructure with inadequate investi® in other axes, like human capital
(Rodriguez-Pose & Fratesi, 2004). From a sociatunginal perspective, the SF seem they
would have had positive effects if these funds beadn oriented to the creation of the pre-
conditions of regional development, rather thandaesct investment in economic growth
(Bradley, Mitze, Morgenroth, & Untiedt, 2006; Edeen et al., 2006); otherwise, the SF have

2 “Under the 1988 Communication, Article 87(3)(egjions were defined as NUTS Il areas with GDP(Ri28)
head of less than 75 per cent of the EU averagehfoiast five years for which data were availabibjle

Article 87(3)(c) areas were principally determirigg national disparities in GDP per head and uneympémnt

rates”. (Mendez, Wishlade, & Yuill, 2008, p. 283).

3 From the 1989 to the 1999 the ‘Objective 3’ walled ‘Objective 5b’. During these cycles, thererevé

objectives, while objective 4, 5a and 6 were mailly ‘regionalized’. Although these changes, thelsgctives
have been substantially kept constant through sycle

4 During the cycle 2000-06, the CF countries weree@e, Ireland, Portugal and Spain, while othecigpéunds
have been set up for states accessing the EU i 200



became just a social redistributive policy acraggians (De La Fuente & Doménech, 2001;
Rodriguez-Pose & Fratesi, 2004). Finally, some Brkdave identified significant bias in the
rationale of this policy, given by institutional regtraints and political distortions (Bouvet &
Dall'erba, 2008; Kemmerling & Bodenstein, 2006; Keernling & Stephan, 2008). This last
aspect needs to be explored, recognizing the ctggteof the EU governance.

According to the literature studies, the debatstils open about a policy which absorbs a
significant amount of the EU budget. On one haheléd is not a counterfactual showing if the
SF are ineffective in the reduction of regionalpdisties or an effective limitation for further
divergences (Ottaviano, 2008; Puga, 2002, 2008).th@nother hand, it is problematic to
analyze if the efforts of the EU are adequatet®goals, in terms of amount of resources and
institutional settings (Knill, 1998; Scharpf, 1988pecifically, the SF are different from all
the other regional policies because the EU is rspaie.

“Member States had relative freedom to designate ameas provided that, firstly, the
designation methodology was ‘objective’ and capafl€ommission assessment; secondly,
the indicators used were objective, relevant argkdban time series data; and, thirdly, the
designation units of analysis were both justifiadte uniform within countries. On the other
hand, the guidelines were not always clear witlpeesto these (and related) aspects; this
created significant (and, for many Member Statesexpected) problems in the map

negotiations” (Mendez et al., 2006, p. 594).

The fact that this policy exists could be seen dssa successful step; however, after two
decades of implementation, there is still a lackha understanding of how the politico-
institutional framework affects the outcome of ttegional policy.



3 THEMULTI-LEVEL GOVERNANCE FOR THE STRUCTURAL FUNDS

3.1 The challenges of the EU Multi-Level Governance

In the general trend of decentralization, the Eldstibutes an exception. Instead of just a
stable multi-lateral agreement, European stateslel@to create an upper tier of government.
The EU is provided with specific rules for decisimaking, an elected Parliament and a kind
of executive branch, the EU Commission, plus sorieroinstitutions like the European
Central Bank (cf. EI-Agraa, 2007). Inspired by tBerman federalism (Scharpf, 1988), the
EU institutions have been designed according totiveiple of ‘subsidiarity’, which means
that decisions have to be taken at the lowestieffidiers of government. However, the EU
does not have formal sovereignty and is fundamignial set of joint-decision arenas.
Therefore, all the decisions must be taken under uhanimity, and then ratified and
implemented by each member state. The result issthealled ‘Multi-Level Governance’
(MLG)®. Even though the efforts to set up the EU insthg are extremely relevant, this
institutional architecture suffers the limits oétho-called ‘joint-decision trap’ (Blom-Hansen,
1999; Scharpf, 1988, 2006).

The Multi-Level Governance and the ‘joint-decistoap’

According to the theory proposed by Scharpf (1988 EU institutional framework
determines sub-optimal decisions because only viumgames might be managed and Pareto-
efficient reforms might be implemented, whilst ‘n@l’ states are generally able to manage
conflicts given by zero-sum games. Accordingly,sthtrap’ determines the risk of
overspending in order to achieve unanimity and tllestortions in the governments’
preferences given by the difficulties to achieveanimous decision. Furthermore,
differentiated electoral cycles affect dramaticalye behaviour of governments. Recently,
Scharpf (2006) has emphasized the benefits pro\ngi@étie existence of the EU Commission,
drastically reducing the transaction costs of tpenala setting. Moreover, the EU actors have
acquired experiences and specific skills in theagament of these decision arenas, although
the EU is still an under-efficient institution umdae ‘trap’ of the joint-decision mechanisms.

5 According to Hooghe and Marks (2003), there e different types of MLG. In the first type, autft@s are
hierarchically organized, non intersecting and Istdbype 1), whereas in the second type of goveraahere
are flexible forms of cooperation based on spectifks and overlapping of jurisdictions (Type The Type |
allows institutions to use their ‘voices’, managingro-sum conflicts and benefiting by economiesidle;
while, in Type I, organizations are more flexildad governments are allowed to ‘exit’ from politicaenas
(Hooghe & Marks, 2003). Generally speaking, theiklthaking significant efforts to move from the Tyihéo

Type |, although this change seems very far todméeaed.



Focusing just on the EU regional policy, threeeatét tiers of government are involved in a
‘three-steps’ decision making procedure (Olsso®320At the first step, the EU Commission
and the national governments negotiate the gemgridelines of the policy, including the
inter-national allocation of funds and the criteiva regional eligibility. At this stage, the EU
Commission acts as a pivot in the negotiation ammatipnal governments, while regional
governments are not directly involved. In the secatep, national governments have to
design their own strategy and, within this strateggional governments have to participate
providing their own programmes. Both national aedional development programmes have
to be developed under the supervision of the EU @msion, however each State has
significant degrees of freedom for the final allb@a of funds. The third step is the
implementation of the development programmes bioregd governments, with the support of
national governments and under the supervisioheEtU Commission.

Even though it is not necessary to analyse alljuhieical implication§, the EU regional
policy has become a crucial aspect for the Euromgarernance, specifically because the
“Structural Funds have increased the profile arftbémce of regional and local actors in
economic development” (Bachtler & McMaster, 20083988). In order to adapt states to the
new framework of the MLG, some countries have lwadréate new tiers of government, like
in Greece, Finland and the UK, or upgrade the iexjstegional governments, like in France
and lItaly.

In conclusion, the MLG has to be conceived as “aicame of the multiplicity of governance
structures, organizational routines, norms andcpobtyles among the member states”
(Paraskevopoulos, Getimis, & Rees, 2006, p. 7)chiag the internal needs of each state and
the necessity of some kind of homogenization taesehcoordination.

A three level negotiation

At the EU level, each member state negotiates Ehbafancing its internal interests with the
problem of achieving a unanimous decision. Accgdm the ‘two-level negotiation’ theory
(Putnam, 1988), it is necessary to consider ifrirdkinterests are homogeneous: reinforcing a
decision maker internally could weaken that govesnimnternationally, and vice versa. If a
government suffers internal instability, then tha/ernment is more likely to negotiate better
conditions at international level because otheregoments will prefer to achieve an
unbalanced decision rather than fail the agreen@mthe other hand, an instable government
will be able to get internal consensus and signinkernational agreement only if this one
provides significant benefits for its country. Rbese reasons, the negotiation depends from
both the internal and the international level. $fp=dly, in the context of the EU there is
large empirical evidence; however, in the casenef$F it is necessary to also consider the

6 Specifically, the main debate is between the auattionalists and inter-governamentalists (cf.afgh 2006;
Thielemann, 2002).
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third level constituted by regional governmentdptethe international and the national level
of negotiation.

Firstly, the intra-national arena is able to mantmgezero-sum games, and then some regions
could have to suffer decisions designed by othegiors. Finally, considering the intra-
national negotiation there are two types of behavidAccording to the ‘median voter
theorem’, national governments could privilege oegiwhere they have more possibilities to
influence political equilibrium, investing wheregienal governments are weaker and then
improve the consensus for the parties ruling natigovernment. On the other hand, national
governments could prefer regions where they havmgér consensus to provide resources
for its supporters. The result could be a systenpatfonage or a ‘pork barrel’ politics
(Bodenstein & Kemmerling, 2008; Kemmerling & Bodtmis, 2006). Both types of
behaviour are rational.

In conclusion, given the rise in importance of loeeonomic development, the SF have been
explicitly oriented to support lagging regions, ofahg the economies of scale of the EU with
the stronger legitimacy of the regional governmef8sharpf, 1988; Thielemann, 1999,
2002). However, the institutional framework of B requires a complex negotiation which
determines significant uncertainty. In the uppeanarof the EU, decisions can be taken only
under unanimity, and then it is possible to marjagethe win-win situations; whereas, in the
lower arena, national institutions can manage sern-games. The results is a three level
negotiation, where European, national and regiomatests have to match their interests.

3.2 The allocation of the SF in 2000-06

In order to evaluate the Cycle 2000-06, the EU Cassion provided a complete dataset with
the final allocation of the SF at the regional lefef. EU-DGRegio, 2008) The database
includes Objective-1, Objective-2, Cohesion FUNdRBAN, and INTERREG programmes.
At the end of the negotiation process, each redjias received an amount of resources
according to its capabilities to influence the dem making, assuming that all of them are
interested in the maximization of funds. Howevectestate has different conditions in terms
of funds collected and number of regions, as desdrin [Tab. 1].

[Tab. 1] The allocation of the Structural Funds across the EU-15 for the Cycle 2000-06

7 Data are based on NUTS3 level, even though sdrtieese allocations are estimated. Furthermorejdred
governments correspond to NUTS2 level, except ilgiBm, Germany and the UK where the allocationtis a
NUTSL1 level. However, the aggregation at NUTS2 llenakes marginal these estimations. Furthermoteheal
programmes are aggregated under the assumptiomnd#uattiations are carried out considering the dvera
perspective rather than single programmes.
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COUNTRY FUNDS COLLECTED POPULATION COHESION REGIONS

(millions of Euro) (mill. of inhab.) FUNDS (total and in Objective1)
Austria € 994.79 8.0 No 9 1
Belgium € 914.08 10.2 No 3 1
Denmark € 163.12 53 No 1 0
Finland € 979.20 5.2 No 5 3
France € 8,427.18 60.2 No 26 6
Germany € 15772.88 82.0 No 16 6
Greece € 1911483 10.9 Yes 13 13
Ireland € 2,600.52 3.7 Yes 2 2
ltaly € 19,049.97 56.9 No 21 7
Luxembourg € 51.93 0.4 No 1 0
Netherlands € 921.72 15.8 No 12 1
Portugal € 16,888.76 10.1 Yes 7 7
Spain €  40,817.52 39.8 Yes 19 12
Sweden € 960.46 8.9 No 8 5
UK € 8,231.61 58.6 No 12 6
EU-15 €  35,888.57 376.0 155 70

(data sources EU-DGRegio, 2008; EUROSTAT, 2009, my own elaborations)

Even though all the national governments have sighe common agreement for the SF,
sharing goals and eligibility criteria, the finallogation is significantly heterogeneous.
Assuming as an indicator the amount of the SF perta collected by each region on the
national average, as in [1], and then [dSF] istptbtagainst the level of regional GDP per
capitd in 1999, assumed as a proxy of regional developfser Graph 1].

dSF = —=(*100 [1]

8 All NUTS2 level, except Belgium, Germany and ti€ at NUTS1 level.
9 The GDP p.c. is in purchasing power standard JRRR& normalized on the EU average.
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[Graph 1] SF allocation and GDP per capita

Even though the GDP is just a proxy for regionaled@oment, this macroeconomic indicator
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is commonly used as main benchmark by policy makéosvever, the results clearly show a
significant heterogeneity in the allocation of t88 across member states. Specifically, in
some countries like Austria (AT), Germany (DE) dfménce (FR), the Objective-1 regions
receive much more resources than the others. Howaemss the non-Objective-1 regions,
the final allocation seems fairly homogeneous. uimilar are the cases of Belgium (BE)
and Finland (FI), although there have only three fwe regions. In countries like Italy (IT)
or the UK, there are significant differences in thistribution of resources within the
Objective-1 regions; specifically it seems thatioral governments have allocated more
resources in favour of the ‘less underdevelopegdiores. Moreover, in the three states of the
Cohesion Funds, Spain (ES), Greece (GR) and Pdor(Bda, there is little differentiations
and each region receives a similar amount of ressyurwhile, in Sweden (SE) and the
Netherlands (NL) there are significant differeneesong regions with similar levels of GDP.
Obviously, the cases of Denmark (DK) Ireland (IEyxembourg (LU) are not relevant
because the number of regions is too small.

Indeed, the GDP is a rough indicator for regione¢ds and the decisions for the allocation
could depend on many other factors like regionalgn trends, endogenous potentialities,
and structural problems in socio-economic termspecific regional conditions. However, it
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is clear that the allocation across regions isngfino differentiated, independently from the
indicator used.

In conclusion, in spite of a general agreementniest in underdeveloped regions, states
allocate their funds differently. On one hand, duldl be argued that this is the necessary
flexibility in order to adapt the SF to differemridexts; on the other hand, this heterogeneity
could dramatically affect the outcome of a commaolicy. Assuming a bottom up
perspective, these differences show different regjiocapabilities to collect the SF,
influencing the decision arenas within the comnmramiework of the European MLG.
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4 REGIONS, COLLECTIVE ACTION AND THE STRUCTURAL FUNDS

“It is fruitless to debate whether domestic poktieally determine
international relations, or the reverse.

The answer to that question is clearly ‘both, somes’ ” (Putnam,
1988, p. 427).

4.1 Regions as base for the collective action

Within the framework of the Structural Funds, theaf allocation of resources is highly
heterogeneous. When the SF were reformed in 1989,new criteria of additionality,
programming and partnership introduced a significdrallenge for regions. These criteria
imply a strong engagement of regional governmemesctess funds, specifically the criterion
of ‘additionality’ has imposed a significant finaakcconstraints for many lagging regions, as
well as the need to provide their governments atlequate skills (Bailey & De Propris,
2002; Horvat & Maier, 2004; Sumpikova, Pavel, & ¥da 2004). Furthermore, the MLG
determines much uncertainty, specifically the atmn of the SF depends more from
negotiation rather than general criteria or forrfadged methods for the allocation. In other
words, the SF suffer an ‘economic democratic paraflsson, 2003, p. 291) because these
funds support lagging regions only if those regiamne able to carry out the negotiation,
coordinating their stakeholders. However, the ctiNe action required to coordinate regional
actors is neither costless nor without risks.

Regions and the collective action theory

According to the theory of the ‘collective actiofOlson, 1965), individuals coordinate
themselves if they have a common interest to puiSpecifically, individuals act as a group
to produce common goods or services, when thesdsgae too expensive to be produced
alone or when the good does not provide enoughin®tibecause it is not excludable. Even
though this theory is not strictly economic and Idobe applied in the case of political,
ideological or religious movements, the main probls the mismatch between costs and
benefits. Furthermore, larger groups could achmygaificant economies of scale; while, on
the other hand, the coordination becomes much ous#y and problematic. Moreover, costs
for collective action are not constant and couldywd@ramatically across different contexts.
Finally, public institutions are generally set up reduce these costs and the process of
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decentralization should be the way to reinforcemthempowering regional governments as
pivots of the local collective action.

Influenced by the rise of the New Regionalism, ttheory of the collective action has been
adapted specifically to the regional field (Chesh8r Gordon, 1996, 1998). Local actors are
interested in regional development according toltheefits they may receive for being part
of a competitive environment, increasing their bgsmeor reducing negative externalities.
According to this theory, the factors facilitatitige regional collective action are the presence
of actors interested in their own environment, alsmnd influential set of public agencies
and institutions which are able to reduce coordbmatcosts and finally potential and
significant benefits for individual actors. Lastthjs kind of collective action is facilitated by
the possibility to exclude non-regional actors, vdoonot participate in these investments.
According to this perspective, it seems clear whgions tend to invest the SF more in
infrastructure rather than in human capital (RaaeizyPose & Fratesi, 2004). Specifically,
infrastructure is an immobile asset that providesdfits mainly for actors located in the
region and they are too expensive for an individudestor. While, human capital is
potentially mobile and could benefit other regioRmally, territorial competition becomes a
virtuous cycle not only if there is economic deyetent, but even more if the regional
capability of coordination is reinforced.

The regional collective action: the role of polgim the MLG of the SF

In the case of the SF, the collective interest oégion is to access SF, achieving the EU
requirements. During the process of negotiatiogioreal governments have to work locally to
design the development programmes, driving thgjioreal collective action. While, at upper
levels, regional governments have to make clear gbeentiality of their programmes,
lobbying superior tiers of government in the negtotn for the definition of the criteria and
the final allocation of the SF. To achieve thessults, regional stakeholders have to
coordinate themselves, creating stable coalitionsile regional governmenrfs Commonly,
regional coalitions are created during politicaations, given the fact that all the European
countries are democratic Even though different voting systems induce déffe behaviour,
elections are the fundamental moment when politocallitions are created to have stable
majorities. The importance of regional governmastgiven by their double role as a pivot
for regional collective action and as a main charnaeaccess the SF. For these reasons,
regional governments become a key for the regicoléédctive action.

10 From a geographical perspective, the problerrdate coalitions is also influenced by regionalctures.
The difference in terms of size is the most evidevtile other factors could affect coordination tsoand
distribution of interests, like the spatial distrilon of interests for a new infrastructure like lighway or an
airport. Even though the economic potentiality afle region is specific, the SF constitute a sigaift incentive
to overcome the costs of collective action, white tgeneral process of decentralization should erapow
regional government as pivot actor.

11 In this dissertation, we assume as ‘democralithe elective governments.
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However, the upper tiers of government are stilevant and, furthermore, regional
stakeholders are also electors of national goventsneeven though their relative weight
decreases. Nevertheless, national governmentfi@r@ctor playing the part of negotiation at
the EU level and the pivot of the intra-nationagoiation. Therefore regional stakeholders
would be interested to rule also national goverrimémally, the third level of government
seems less influenced by political dynamics bec#uséegitimacy of the EU Commission is
ambiguous: the EU Commissioners are selected by ttagional governments with the
agreement of the EU Parliament, then they havespoesent their country, their party, the
whole EU and defend their own competences at tiheesi@me (Wonka, 2008). For this
reason, the EU Commission is generally seen as-galitical actor.

Summing up, regional stakeholders have to coorditt@mselves to influence or rule directly
both regional and national governments in ordebéoefits from the SF. On one hand,
regional stakeholders have to coordinate themseteegprovide adequate development
programmes; on the other hand, they have to lohbydecision arenas to negotiate better
conditions. Considering the EU level, any agreem@piies that each country must clearly
have more benefits than costs, whereas, at thenadiievel, decisions require just a majority,
and then a region could suffer decisions takentbgrs.

4.2 The regional collective action and the SF allocatio

Hypotheses

Given the framework of the MLG, the SF policy isvay to test the regional capability to
coordinate stakeholders to access these fundseTiseempirical evidence that there are
different regional ‘absorption capacities’ acrosghb‘new’ and ‘old’ member states (e.g.
Horvat, 2005). The regional ‘absorption capacityuld be conceived in three different ways:
the ‘macroeconomic absorption capacity’, given ly structural conditions allowing regions
to become eligible; the ‘financial absorption capacgiven by the possibility of regional
governments to co-finance the EU policy, and tltefimistrative absorption capacity’, made
explicit by the quality of regional development grammes, according to requirements of the
EU Commission (Sumpikova et al., 2004).

In order to explore the regional capability to irghce the allocation of the SF, the two main
knots of the MLG have to be considered. The firsp $s the inter-national negotiation for the
definition of the common criteria of regional ebdity; the second step is the final allocation
of the SF, which is the outcome of an intra-natiovegotiation, under the constraints defined
in the first step. Even though the EU Commissiomensignificant efforts to ‘regularize’ and
‘rationalize’ the decision making (Conzelmann, 1988. 8-9), the two aspects should be
considered together.
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The assumption is that national governments netgotl@e general criteria considering the
final allocation of the funds, rather than theeamia per se.

[P.1] At the EU level of negotiation, if the regangovernment has a stronger
institutional role, then the region benefits fromtter eligibility criteria because
national governments are more interested in anc dbl negotiate in favour of

their regions.

The first proposition is based on the assumpti@h tiational governments carry out the EU
negotiation according to their institutional missicaas defined by their constitutions. If a
national constitution assigns significant impor&ma regional governments, then the national
government will support regions ‘better’ in orderachieve its constitutional mission, where
‘better’ means most favourable conditions to accdésads. Furthermore, stronger
constitutional legitimacy improves the role of thegional governments as a pivot of the
regional collective action and to lobby the decisiwaking arenas.

[P.2] If a regional government has stronger poliidegitimacy, then its region
will receive more money. Furthermore, the effeateisforced if the same party

(or coalition of parties) rules both national anégional governments.

The second step of the MLG is the final allocatadimesources across regions. Even though
the EU Commission should assure a minimum level thia evaluation of regional
programmes (Ederveen et al., 2006). each statstiiasignificant degrees of freedom in the
final allocation of the SF. During this phase, oegil governments drive its stakeholders to
achieve the requirements of the EU Commission aehbdyl the national government. For this
reason, stronger legitimacy of the regional govemninshould reinforce the collective action,
promoting regional interests. Vice versa, stronggitimacy is the outcome of an effective
coordination among regional stakeholders. Thetbasassumption of a patronage system in
the distribution of funds because regional stakadrsl will try to coordinate themselves to
affect both tiers of government, and then increasepossibilities to access a larger amount of
funds.

Methodology and data
Considering the first step of decision making, ii@n outcomes are the criteria for regional
eligibility. Given the amount of resources, the madevant aspect to be negotiated is the

‘Objective-1’ eligibility. During the Cycle 2000-Q6he threshold level has been confirmed at
75% of the EU average of GDP and unemployment vatde some countries have received
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special conditions, like the Swedish and Finnighatperipheral regions. In order to test [P.1],
Liesbet Hooghe, Arjan H. Schakel and Gary Marksehearried out a complete and updated
survey of the different degrees of decentralizatiproviding a complete set of indicators
about decentralization in the EU member states gHepSchakel, & Marks, 2008) This set

of indicators has two significant advantages: lffirsthey make comparable the different
institutional frameworks; secondly, given the futy are based on specific survey, they do
not suffer the common problems in the reliabilifydata about fiscal federalism (Akai &
Sakata, 2002; Boex & Simatupang, 2008). Finallys necessary to consider the distribution
of funds allocated via other policies, like the CA&tharpf, 1988; Thielemann, 1999), and
then the common macroeconomic indicators used e ha international agreement and set
this policy up, like GDP per capita and unemploytrate.

The second step is the intra-national distributddrresources, using the variable [dSF], as
described above in [1]. In order to test [P.2]sihecessary to consider countries where there
are elective regional governments. According to akailability of regiond’® and electoral
datd” there are seven states in the EU-15 matching theguirements: Austria, Belgium,
France, Germany, Italy, Portugal and Spain. Thepgamcludes around two third of the EU-
15 region®’, from both big and medium countri&sfounders and more recent members,
southern and central Europe, whereas, the new nreocdumtries are not included in the
sample, given their recent accession to the EU.

The econometric model is a system of two simultasesgjuations, as in [2] and [3].

Obj1_d = f( GDPpc_log, UnEmpl_log, CAPshare, Ckealntry_d, RegConst ) [2]

dSF = f( dGDPpc, dUnEmpl, Obj1_dRdl’ ) 3]

In [2], [Obj1_d] is a dummy variable consideredthe main outcome of the first level of
negotiation. [GDPpc_log] and [UnEmpl_log] are thegional GDP per capita and
unemployment ratio, both logged. These two varglblad driven the eligibility as common
indicators used in the negotiation to define laggiagions. [CAPshare] is the share of funds

12 The complete dataset includes forty-two stajesgerally all the developed countries around thddv&ee
also (Hooghe, 1996; Marks, 1995; Marks, Hooghesblel & Edwards, 2006).

13 The socio-economic data about the EU regiongereided by Eurostat (EUROSTAT, 2009), while data
about the CAP are provided directly by the EU Cossioin (EU-Commission, 2000).

14 The two websites (CivicActive, 2006; Nordsie2k09) provide a complete dataset of elections actios
EU-15 at both European, national and regional |essatept for Italy (Cattaneo, 2007) and France (ER®09).
These portals provide a set of link in order toorestruct the voting system and the composition aithe
government ruling in 1999, while data about de@iattion have already been described (Hooghe ,€2G08).

15 In the case of Belgium are considered the poiafirgovernments, in Austria and Germany the Lanater
France, Italy and Spain all the regional governsegcept the overseas departments of France axid, Sghile

in the case of Portugal just the two autonomoumnsgof Acores and Madeira are included in the damp

16 Obviously, small countries could not includedregi the fact they do not have a multi-tier systeim o
government.
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collected by the state from the Common Agricultualicy: this variable is assumed to be
negative because countries receiving more funds filee CAP should receive less SF to
balance the overall allocation. The variable [CHsdhe national eligibility for the Cohesion
Funds and should have similar meaning like [CARshdinally, there is also a set of national
dummies [country_d] to capture other hidden vagaldepending from national context. In
order to test [P.1], [RegConst] is “the extent thiah regional representatives co-determine
constitutional change” (Hooghe et al., 2008, p.)2@bnsidered as a proxy of the role of
regional governments as defined by the nationalstitotions. According to [P.1], this
variable should be positive because regions withnger constitutional legitimacy have
larger influence on the negotiation.

Moreover, in [3] the dependent variable [dSF] ie thfferential of SF collected by a region
on the national average, as in [1]; whereas [dGDBpd [dUnEmpl] are the differentials of
GDP p.c. and unemployment on national averageulzdéd similarly like in [1] in order to
re-calibrate the relative position at the natiotelel. Furthermore, it is included the
Objective-1 eligibility dummy [Obj1_d] as calculdtén [2]. According to the EU guidelines,
these variables should drive the allocation of &umdthin countries because they are used to
classify lagging regions.

Finally, [Pol] represents three sets of political variablessthir according to the ‘median
voter’ theorem (cf. Bodenstein & Kemmerling, 200@yat1st-2nd] and [Reglst-2nd] are the
difference between the first and the second mostdvgarties at the last elections for
respectively the national and the regional govemmelf this hypothesis is true, both
variables should be significant and negative bezaaional governments should allocate
more funds in regions with instable government®rder to influence them and then [P.2]
will be refused. Secondly, [NatGovLegitimacy] ietehare of votes collected in the region
during the last elections by the party (or coatijiouling the national government, while
[RegGovLegitimacy] is the share of votes of thetydpr coalition) ruling the regional
government, while [NatRegAling_d] is a dummy val@abvhich assumes the value 1 if
national and regional governments are ruled bystme party (or coalition). All the data are
referred to last elections for national and regigg@ernment ruling in 1999, according to
their Cycles. According to [P.2], these variables supposed to be positive because stronger
legitimacy of government should assure strongeotigiipn capabilities. Thirdly, [L&A] is
the ‘National-Regional Legitimacy and Alignment icator’ given by the product between
[NatGovLegitimacy] and [RegGovLegitimacy] plus aspve sign if [NatRegAling_d] = 1,
while [L&A] becomes negative if the two tiers of\ggrnment are ruled by opposing parties.
In econometric terms, this is a system of two mkstgnultaneous equations with the
‘seemingly uncorrelated regression’ (SURE) methetiich calculates all the coefficients
together, correcting autocorrelation of errors.sT¢orrection is consistent with the theoretical
assumption that the two steps of the decision nga&re mutually influential. However, using
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a common 2SLS method, results are substantiallfirooed, even though correlation across
errors weakens the significance of the single W& Furthermore, in [2] the variables for

GDP and unemployment are logged, while in [3] they weighted for the national mean to
avoid the risk of autocorrelation of variables. Thean of these variables is slightly different:
in [2], the two logged variables mean the variatimih macroeconomic structure in the

continental context and could be considered aslaesmeasures of development, while in
[3] the other two variables become a measure ofdlative poverty of the regions within the

national context. Finally, all the other diagnosti@ave been carried out regularly, specifically
the test for the functional forms.

Results and discussion

In order to test the hypothesis, a set of regrassias been runned. In the first set (1-4), the
negotiation at the EU level is tested, and therréisalts are nested in the second step of intra-
national negotiation. The EU rules for eligibilégem based mainly on the explicit indicators
of GDP and unemployment, with the expected signgthErmore, [CAPshare] has the
expected and negative sign according to the idetttle SF's criteria are conceived as a
balance in the overall allocation of the EU budgetoss states. Testing [P.1], in [4] the
variable [RegConst] is significant and positivee8fically, Austria and Germany are the two
countries with the highest values according tortfederalist constitutions, while Italy and
Portugal are the only ones with differentiated degrof Constitutional legitimacy across
regions and this explains why these national durenaiee the only becoming relevant.
Therefore, [P.1] should not be rejected becauseoimtries where regions have stronger
constitutional legitimacy, there are more posdibsi to negotiate better conditions under the
same macroeconomic indicators.

Considering [P.2], regressions (5-7) show the ¢dfexf the different political behaviour.
Comparing (5) and (6), regions collect more furideeir regional governments have stronger
legitimacy and not if it is easier to influence theedian voter’. This result confirms that [P.2]
should not be refused. Furthermore, in (7) [L&A]significant and positive, even though its
significance is lower than [RegGovLegitimacy]. Hoxge this result confirms the hypothesis
of a certain degree of patronage, because regitsewgovernments are ruled by the same
parties, they access more funds proportionalljéoshare of votes.

In conclusion, the results show that macroeconoamd abstract indicators of regional
development are the main drivers in the procesallo€ation. This result is consistent with
the fact that in such an enlarged arena, abstnakitators are the only way to achieve an
agreement. However, where regional governments B&eager constitutional legitimacy,
national governments seem more able to negotiatierbeonditions. Considering intra-
national dynamics, stronger regional governmergsnaore able to access SF, also under the
constraints imposed by the EU agreement. Furthermtre significance of regional

21



government legitimacy for the SF collection seemsficming the importance of these actors
as drivers of the territorial collective actionarder to attract SF.
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[Tab.2] Results

2.A) Dependent Variable: Obj1_d

[1] [2] [3 [ [5] [6] [7]
GDPpc_log -0.940"*  -0.860*** -0.942%* -0.868** -0.868*** -0.857***  -0.864**
-0.12 -0.13 -0.12 -0.13 -0.13 -0.13 -0.13
UnEmpl_log 0.407** 0.438** 0.406*** 0.450*** 0.450** 0.454** 0.451™*
-0.06 -0.07 -0.06 -0.07 -0.07 -0.07 -0.07
CAPshare -0.036***  -0.034** -0.034*** -0.003 -0.004 -0.001 -0.002
0 -0.01 0 -0.02 -0.02 -0.02 -0.02
CF_d -0.006 0.335 0.01 0 0 0.843* 0.800**
-0.07 -0.19 -0.07 0 0 -0.29 -0.29
Belgium_d -0.074 0.35 0.348 0.368 0.352
-0.17 -0.26 -0.26 -0.26 -0.26
Germany_d 0.068 -0.358 -0.352 -0.352 -0.355
-0.08 -0.21 -0.21 -0.21 -0.21
France_d 0 0 0 0 0
0 0 0 0 0
ltaly_d 0.079 0.386* 0.382* 0.390* 0.389*
-0.07 -0.16 -0.16 -0.16 -0.16
Portugal_d 0 0.787* 0.779* 0 0
0 -0.29 -0.29 0 0
Spain_d -0.325 0.345 0.341 -0.487* -0.448*
0.2 -0.18 -0.18 -0.2 0.2
RegConst 0.012 0.233* 0.230* 0.231* 0.232*
-0.02 -0.11 -0.11 -0.11 -0.11
Constant 4.361** 3.857*** 4.342*** 3.128*** 3.142** 3.042*** 3.099***
-0.61 -0.69 -0.61 -0.76 -0.76 -0.76 -0.76
2.B) Dependent Variable: dSF_log
Obj1_d 1433 1338 1419%* 1379 1300™ 1331 1403
-0.19 -0.19 -0.19 -0.19 -0.19 -0.18 -0.18
dGDPpc 0.011**  -0.011** -0.011*** -0.011* -0.012** -0.012  -0.012**
0 0 0 0 0 0 0
dUnEmpl 0.016 0.018 0.016 0.016 0.02 0.022 0.016
-0.02 -0.02 -0.02 -0.02 -0.02 -0.02 -0.02
Nat1st-2nd 1.206
-0.96
Reg1st-2nd 0.044
0.7
NatGovLegitimacy -0.036
-0.75
RegGovLegitimacy 1.300**
042
NatRegAlign_d -0.062
-0.14
L&A 0.527*
-0.24
Constant 3.469*** 3.496*** 3.473** 3.484** 3.398*** 2.888*** 3.424**
-0.08 -0.08 -0.08 -0.08 -0.14 -0.32 -0.09
Obs. 90 90 90 90 90 90 90
BIC 190.8 206.5 195.5 205 212.7 207.4 204.6

* p<0.05, ** p<0.01, *** p<0.001
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5 CONCLUSIONSAND FURTHER DEVELOPMENTS

This paper has discussed the new trend for locahaic development approaches,
specifically the institutional changes toward decaization. However, there is a gap in the
exploration of the effects of this new institutibfie@mework on regional policies (Bennett,
1997), specifically in the EU which is a particljacomplex case. The MLG of the SF has
been discussed with its theoretical challengeswsigpthe bias in the allocation of the SF’s
Cycle of the 2000-06. The existence of the ‘ecomodeémocratic paradox’ (Olsson, 2003)
has been shown; the MLG of the EU does not askatgborer regions receive more funds.
Considering the bottom up perspective, the SF makedicit the different capabilities of
regions to coordinate themselves and influence dbeision arenas. Starting from the
theoretical framework of the regional collectivetiaic (Cheshire & Gordon, 1996; Olson,
1965), an empirical model has been used to teshigotheses. Firstly, regional governments
provided with stronger constitutional legitimacyneéit from better eligibility criteria.
Secondly, if regional governments have strongeitipal legitimacy, then those regions
receive more funds. These results are consisteht tve idea that regions are a base for
collective actions driven by their regional goveents, and then the SF are a significant
incentive for regional stakeholders to coordindientselves. Moreover, these results are
robust because of the use of basic data like GDP edectoral results. The implications
suggest the necessity to implement changes inhbeMLG in order to assure adequate
supports to underdeveloped regions with weakertuisins. Implicitly, this dissertation
confirms the idea that the economic rationale afhepolicy is affected by the political-
institutional conditions. The distortion of the neconomic variables should be considered in
the evaluation of the SF, specifically in the ligiftdramatic heterogeneity of governments
across the EU.

Even though results are robust, it is necessarpuisue further research about the link
between economic and political factors influencthg EU regional policies. Firstly, the
analysis of politics should include also other edlive actors, such as trade unions and
business associations. Furthermore, the dynamidstefaction between regions could be
explored further using other econometric methatls, dpatial interaction models. Finally, the
model is static and considers just one cycle. HawneN could be relevant to evaluate the
regional capability through different cycles in erdo verify if there are some collective
learning processes or if regions are locked inngpthe opportunity to access SF. Finally, the
model considers just the seven countries of thelkUwhere regional governments are
elective, whereas they might be compared with therocountries of the EU-15 and the 10
New Member States.
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This dissertation has analysed the regional capatol attract SF. However, it is necessary to
move forward and verify how SF are used and in Wwiuases they become more effective.
These two further steps will allow us to have adyetinderstanding of how the SF policy
works and have more indications in order to impriheeeffectiveness of this policy.
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8 ANNEX: DEFINITION OF VARIABLES

Variable Definition and description Source
Obj1_d Region eligible for the Objective1 for the Cycle 2000-06 (EU-DGRegio, 2008)
dSF_log (Log of) Structural funds per capita collected by the region (Objective1 +

- Objective2 + INTERREG+ URBAN+ Cohesion fund) for the Cycle 2000-06
on the average of the funds collected by all the regions in the same nation
(*100).
GDPpc_log (Log of) regional GDP per capita on PPS in 1999 (my elaborations on
- . . . .. EUROSTAT, 2009)
dGDPpc Regional GDP per capita on PPS in 1999 on the average of all the regions in
the same country (*100)
UnEmpl_log (Log of) Regional Unemployment rate on active population in 1999
dUnEmpl Regional Unemployment rate on active population in 1999 on the average of
all the regions in the same country (*100)
CAPshare Share of the total amount of funds of the funds for the Common Agricultural ~ (EU-Commission,
Policy received by the country 2000)
CF d Region in a country receiving the Cohesion Funds for the Cycle 2000-06 (EU-DGRegio, 2008)
Country_d National dummies
RegConst Constitutional legitimacy of Regional governments: “the extent to which (Hooghe et al., 2008)
regional representatives co-determine constitutional change” (Hooghe et al.,
2008, p. 261)
Nat1st-2nd Political instability of the region in the last national elections: (my elaborations on
Difference in the share of votes in the region between the first and the Cattaneo, 2007;
second most voted parties in the last national election. CivicActive, 2006;
Political instability of the region in the last regional elections: EPoC, 2009,
Reg1st-2nd ' Nordsieck, 2009)
Difference in the share of votes between the first and the second most voted
parties in the last regional elections.
NatGovLegitimacy National government legitimacy
Share of votes collected in the region by the party or the coalition of parties
ruling national government in 1999
RegGovLegitimacy Regional government legitimacy

NatRegAlign_d

L&A

Share of votes collected by the party or the coalition of parties ruling regional
government in 1999

National Regional alignment:

dummy variable if regional and national governments are ruled by the same
party or the same coalition of parties

(1= aligned, 0= not aligned).

‘National-Regional Legitimacy and Alignment Indicator’.
If NatRegAlign_d = 1

L&A = NatGovLegitimacy * RegGovLegitimacy

If NatRegAlign_d = 0

L&A = (-1) * NatGovLegitimacy * RegGovLegitimacy
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