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Executive Summary

Objective

The present Interim Report portraysee analytical stepstowards the final goal of the project to
better understand and explain economic imbalanetgeen different European regions, providing
insight into the processes and factors behind ¢ba@mic development of Convergence Regions. It
also sets out the further proceedings of the TRG@ Final Report.

Methodological Focus

In this report particular attention is paid to thescription of thenethodological stepgowards the
identification of new factors and indicators responsible for the success or failure of European
regions' economies. Furthermore, first results ftheliterature review, the questionnaires and the
interviews are presented here; however there ioagfocus on the methodology. The latter is the
reason why this report can be understood as anieadhreport” including some statistical findings
rather than a "policy report". The interpretatidntite results gained through the diverse analyses
will be broadly presented in the final report oé ghroject.

In thefirst step of analysis, different potential factors which afeimportance for the success of
regional economies have been retrieved from tlezaliire (chapter 1). Furthermore, indicators
which describe the factors have been allocatedtamdhypotheses for the next steps of analyses
have been derived (chapter 1.9). In the relevaesds which must be observed in the further
analyses, we suggest that knowledge and innovataiantial, population, economic structure,
accessibility and connectivity, EU funds, admirdstn and governance, quality of life and
decentralisation have a positive effect on regi@w@nomic success. Taxation and regulation, on
the other side have a negative effect.

Based on the results of the literature, the retaiaportance of these different aspects is stitl no
known, in the following referred to as factors. T¢econd and third stepsare both part of the
guantitative analysis and shed light on the redatmportance of these different factors. To reach
this aim, different regional actors have been asdmulit their opinion in regard to the reasons for
the respective regional economic performance ardélevance for these different factors in in-
depth interviewsdecond stepand structured questionnairdisifd step).

Interim results

The methodology of the content analysis for evahgathe interviews according to different
relevant factors and their importance has beenséthapter 2.1.1). Due to the fact that at thetim
of the analysis for the Interim report not all bétinterviews have been at our disposal, we cannot
draw final conclusions here. Nevertheless, a refareexample of analysis has been made for the
region of East Macedonia-Thrace (chapter 2.1.2¢ €an assume that the factors of the literature
review have to be completed by some more factogs (lee distance to the economic centre of the
country or the development of the surrounding greet are of significant regional importance.

In step three, a real statistical weighting hasnbeenducted with the help of the structured
guestionnaires (chapter 2.2). Closed questions "Waich of the following aspects (e.g. easy



access to credit) are necessary for your regidetsuccessful?" allowed for a concrete assignment
of values to different factors which will be of ilmpance also for the econometric analysis.

We learned here that factors which are of utmogiontance for convergence regions are the right
allocation of EU funds (the EU funds amount to achlmdesser extent), connectivity (ICT),
innovation potentials and accessibility. Factorat tare of importance for phasing-in regions like
Valencia are on the contrary quality of life (goschools, a safe environment etc.), accessibility,
population and the amount of EU funds.

Further Proceedings

In chapter 3, an outlook of the final report is\pded, including a first conceptual framework for

the case studies which will be conducted in eachthef stakeholder regions (chapter 3.1).
Furthermore, first results of the quantitative paftthe analysis are presented in chapter 3.2,
granting an insight into chosen factors and resppeatdicators as well as data availability.



1 Literature Review

The huge body of recent literature devoted to Hseie of regional economic competitiveness and
catching-up processes in correspondence with Elésioh policy (Crescenzi 2009, Bachtler &
Wren 2006, Bradley, Petrakos & Traistaru 2005, ESP2005, ESPON 2006a, European
Commission 2007a etc.) reflects the immense int@m@eng scientists, politicians and the public in
this topic. The complexity of economic competitieea and politics is shown for example in
Kramar (2006) who examined the conflicting goaleodnomic growth, in the following referred to
as “growth”, and cohesion policy with regard to mamic incentivesThe success and well-being
of an economy (regional or national) is thereby tmaften measured through economic growth,
which in turn is described by variables such asgmomestic product, employment, wages and
salaries and so forth (Solow 1956, Barro 1991, Ral880). Since 1986, EU cohesion policy has
been an important EU policy instrument (e.g. Euamp€ommission 2007a) through which regional
differences in both an economic and structural sems intended to be reduced over time. Today,
most of the money, which is split into four “Strucl Funds”, goes to the Eastern European
member states. Dealing with EU enlargement, studfiddrtilhart et al. (2004) and Pfaffermayr et
al. (2004) investigated its impact on regional gilmvBrauninger and Niebuhr (2008) examined the
convergence process among EU regions between 1#BQ092, taking into account the effects of
spatial heterogeneity, while Bachtler and McMag&008) regarded the influence of Structural
Funds in EU regions.

However, the common goal of most studies - mendoaigove and in the current review - is the
determination of factors that ensure the successéulagement of cohesion policies and factors that
help to shed light on the regional differenceseneyal economic performance. Especially the latter
factors are particularly pertinent to determine abdity of ensuring the successful management of
cohesion strategies.

Summarising literature findings on these topics, @ase Network Report (2008) assesses that there
is "still room for further empirical research orctiars leading to convergence and divergence in
economic development among different groups of trasi. At this point, the present study
contributes by providing additional empirical resd#ato better understand the processes and factors
behind the economic development of regions agdimestoackground of cohesion policy. Both a
gualitative and quantitative approach are pursued.

In the current EU funding period (2007-2013), thokerent objectives are defined within the
framework of cohesion policyconvergence regional competitiveness & employmentand
European territorial cooperation. All three of them are mainly financed through theropean
regional development fund (ERDEThe first objective, convergence, aims to acegéeeconomic
development in the least developed regions of Eurdp regions covered by the Convergence
objective, “ERDF focuses its intervention on mod&ny and diversifying economic structures as
well as safeguarding or creating sustainable jofth, action in the following areas:

» research and technological development (RTD)

! See European Commission: Regional Policy Infattp(/ec.europa.eu/regional policy/funds/fede®inden.htm
4.8.2009)
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* innovation and entrepreneurship
» information society

* environment

* risk prevention

* tourism

e culture

e transport

* energy

* education

* health.”

The following sections provide an outline of thadings of the literature review including the
results of former ESPONbrojects. The different areas of convergence dkned in the ERDF,
listed above and defined by the European Commissom consequently grouped into several
chapters. The main aim of the following literatuesiew is to reveal possible factors of influence
for the success of convergence regions’ economies.

On the basis of the newest insights into the ecanatevelopment and success of regions and
nations, special attention is paid to the topignofovation potentials and the conflicting goals of
cohesion policy: In chapter 2.1, innovation aspetish as knowledge creation processes, R&D,
technological development, human capital (includieducation), entrepreneurship etc. are
discussed against the background of asymmetritaeat allocation and put into the context of
cohesion policy. Chapter 2.2 explains economic ggses in a broader socio-economic context:
population developments, distribution and demogyapine significantly affecting economic
processes now and in the future. Concentrationeteesids of the population are generally affecting
rural areas adversely. One possibility to revehse trend lies, for example, in the stimulation of
growth sectors (chapter 2.3), or in tailored imgoents of regional accessibility and connectivity
(chapter 2.4). In chapter 2.5, the major aims difects of the EU funding policy are outlined.
Additionally, there are other factors that influenthe success of cohesion policy. Beside
fundamental economic factors like price stabilibgldow interest rates followed by investment and
capital accumulation, the quality of work of pubéidministrations on national, regional and local
level is another critical factor (chapter 2.6). Gtea 2.7 gives a short overview of different fastor
which determine the quality of life in a certairape. Finally it is often external factors, notably
globalisation, that are the main drivers behinddtiral changes at all levels and which have alarg
impact on economic development and job creatiorrdfigan Commission 2007a). Chapter 2.8
outlines the relative importance of decentralisamd how unevenly political power is distributed
among European regions. In chapter 2.9 a brieflasimn is drawn and insights from the literature
review are presented. Nevertheless, the underlgaimgin the following sections is to break down
relevant economic topics and challenges — if nergsand possible — into a regional and local
dimension, as this report is aimed at regionalgyatiakers. The reason is that economic topics on a

2 European Spatial Planning Observation Network



national scale (e.g. taxation or regulation) caroratan hardly be influenced on a regional politica
level.

1.1  The regional dimension of knowledge and innovation

"Knowledge is more than a resource — the only nmedini resource of today" (Drucker 1993). To
create new knowledge in order to convert it intavrgroducts or services and ultimately to raise
regional competitiveness, two preconditions must fblfilled: First, there must be regular
interactions between different actors due to tlgh liegree of the division of labour and the high
level of specialisation in economic processes. Secthe knowledge creation process depends on
what kind of knowledge has been created beforelsamdwhat infrastructure had been set up in
order to facilitate this process. Knowledge craatitherefore depends principally on the
technological trajectory and the evolution of comt@elson & Winter 1974; Dosi & Nelson 1994,
Boschma & Lambooy 1999). Both insights are cersisglects of the innovation system concept
(Freeman 1987, Lundvall 1992, Nelson 1993). Thipreach argues that the institutional
framework shapes procedural mechanism of the kromelecreation process. This institutional
framework has a more or less systemic characteanme that different actors are functionally
integrated in a somewhat confined network or a grthat shares institutions (Bathelt & Depner
2003). Moreover, this institutional framework —ionovation system — is not specific to a sector,
but influences many sectors. Innovation systenferdifetween places — be it countries, in the case
of national innovation systems approach (NIS) (Frae 1987, Lundvall 1992), or regions in the
regional innovation systems approach (RIS) (Cood®2]1 Asheim & Gertler 2005). Among the
latest research into the debate of regional anidmaltinnovation systems the argument has arisen
that a purely regional innovation system does nastesince major institutions, such as the
educational system, are provided by national gawents (Doloreux & Parto 2004). Evidence for
this result is given for example from Markowski (&), who showed that the major innovative
abilities exist in the Central and Northern Eurapeauntries due to different policy strategies.
Moreno et al. (2005), analysing 175 European regiover the period 1981-2001, also found that
innovation and patent applications have been slyongncentrated in Northern and Central
European countries. Nevertheless R&D and innovatiave a clear regional — and even local —
dimension. It is in clustetsor other informal networks (based on confidence hence often on
proximity) that knowledge is disseminated and tramed from research and technological centres
to businesses. It is also at regional or localllévat SMEs seek tailor-made business services and
funding adapted to their needs. In this context, rile played by local or regional authorities in
fostering such networks or to helping provide daldaservices is essential (European Commission
2007a). Other attempts to explain the social astitutional conditions of regional competitiveness
have also resulted in the emergence of such camesptearning region’ (Lundvall 1992, Morgan,
1997; Florida, 1995), ‘innovative milieu’ (Crevoesj 2001; Maillat 1998), ‘industrial district’
(Becattini, 1992), ‘local productive system’ (Caatfl2001).

3 A cluster is defindes afgroup of firms in the same industry, or in close#fated industries that are in close
geographical proximity to each other is meant tdude geographically concentrated industries inetudo-called

‘industrial districts’ (Enright, 1998, 337)
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Due to the fact that innovation and knowledge @oeatre not directly quantifiable and hence
immeasurable, there exists an abundance of studiestigating the regional impact of indicators
for innovation and knowledge potential such as huroapital, education, R&D-activities (e.g.
patents and publications) and so forth on econgrowth (see e.g. Becker 1964, Glaeser & Saiz
2003, Florida 2002, Jaffe, Trajtenberg & Hender$689). The most recent study of the European
Commission dealing with the measurement of Innovafinnobarometer) focuses on innovation
spending (including the effects of the current esoit downturn), the role of innovation in public
procurement tenders, the effects of public poli@ed private initiatives to boost innovation, and
other strategic trends (European Commission 2009).

As Oughton et al. (2002) contend, in the light loé tEuropean evidence, traditional innovation
policies based on entirely quantitative targetg.(ée intensity of R&D expenditures) may not
reduce and might even increase regional econonsipadiies. Thus, the relationship between
knowledge and economic growth is not necessanbal. Furthermore, a major insight provided by
the ESPON Synthesis Report 1l (2006a) on the dflelifferent territorial entities (divided into
metropolitan regions, small and medium sized citied rural regiorf$ has been that "Innovation
potential, such as R&D and creativity, has a desttarritorial pattern” (ESPON 2006a). Innovation
potential is therefore to be found mainly in urbareas and to a smaller extent in the rural
periphery. This dynamic, fostered by innovationi@es, leads to a more asymmetric concentration
of competitiveness over time. According to Rosahf@002), the main barriers of clusters in less
favoured regions are:

» Deficits in physical infrastructure

» Lack of access to capital

* Weak technology institutional structures.

* Regional insularity and lock-in.

» Lack of skills and opportunities to acquire them
» Cluster hierarchies.

By contrast, cohesion policy aims to reduce redi@meio-economic disparities. Thus one can
assume that there exist some kind of inverse oglshiip between fostering innovation through
innovation policy (one of the main aims of the Enean Union) and cohesion policy because of
the unequal distribution of actors within a countkgtors of innovation (enterprises, research labs,
universities etc.) are much more concentrated gloagerations then in the rest of a country. In
order to minimize such inequalities and to fosteor®mmic development also outside of
agglomerations, the general policy aim (of natiag@aternments and the EU) must be to foster and

*in the following we will refer to this distinctioof classifying different regions

® “A strong scientific knowledge base is one of Fhe's traditional key assets and has allowed usdorhe world class
in several research fields. .... In its broad-basedvation strategy for the EU, the importance grioving knowledge
transfer between public research institutions dmidl tparties, including industry and civil societyganisations, was

identified by the Commission as one of ten key sifeaaction.” (COM 2007).
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secure innovation spillovetrfrom the urban economic centres to the small-raadium sized cities
and the rural areas of a country.

In Finland for example, regions lagging behind athm terms of innovation built institutional
bases in the form of university-industry collabechtknowledge transfer institutions. These
institutions are taking part in regional coopenatid®oosting the technological and economic
transformation of the Finnish economy. Those outiarkages of enterprises (especially with
research and development institutions of univesior polytechnics) are relevant mechanisms in
less-favoured regions (Schienstock, Koski & Rasért98).

Experiences from a disadvantaged rural area iaricehow that development processes have been
promoted by collective agents who acted as innosand as real resources for local development.
The activity from a voluntary and strongly locavd®pment organisation raised opportunities for
innovation in local development activities (PozZ906).

Economic regeneration in any region results frommdlowth of existing firms and the creation of
new enterprises. Both of these processes depetichltyi upon people, human capital being the
rarest and most valuable development resourcevdryeegion, there are a finite number of agents
who have the motivation and skills to be succedsfiginessmen, and they are the key to change
and progress (OECD 2002).

Education and training are particularly importamthe current crisis. In times of recession, budget
constraints (in government, households and busisgdend to reduce expenditure on education
and training. On the other hand, due to rising ysleyment, demand for training increases.

Support for education and training during the aotrezisis can help displaced workers find new job
opportunities and can thus support the restruguymocess (OECD 2009).

1.2 Challenges : uneven population dispersion and demaaphic changes

The fourth report on economic and social coheskurgpean Commission 2007a) points out that
the dominant population trend in European regien®wards an increasirgpncentration of the
population and economic activity in capital city regions ¢thghout the EU, with the exception of
Berlin and Dublin) accompanied by a higher popalagrowth rate in the suburbs than in the core
of the city since the 1960s. Today, in some citgjiors, a reverse trend of higher growth rates of in
first line younger people in the core city centesm de observed compared to the suburbs (e.g. in
Ziirich - process of counter-urbanization, due ¢p gentrificatiod). In the ESPON applied research
project 2013/1/1 "Future Orientations for Citiegiet demographic results of the intra-urban
migratory movements are synthesized as follows tfA¢ point we refer to the cited official
documents of ESPON and the European Commissiaspgmific literature references):

* Generally, a younger population in (the centretlod) cities, notably through Gentrification

® Knowledge spillover effects and other synergissilttng from intense interactions of economic astue to spatial
proximity
" process of renewal and rebuilding accompanyingrttex of middle-class or affluent people into egorating areas

of a city that often displaces poorer residents
11



* A higher share of active households with children the suburban areas through
suburbanization

» Poor immigrants concentrated in some specific apéaise cities, either near to the centres
or in specific parts of the suburbs (ESPON 2009).

On the one hand, city regions are the main drigéesnation's economy (ESPON 2006a) due to the
high density of economic activities and the resgltispillover effects On the other hand, the
increasing concentration of population and econoaciivity in city regions could in the longer
term constrain overall economic growth since negaéixternalities such as increases in housing
costs, shortages of business space, congestiopadintion negatively affect the competitiveness of
these areas (European Commission 2007a).

Next, the territorial dispersion of population aheir prospective demographic structure is of major
political concern. The main drivers alemographic changeare fertility, life expectancy and
migration. It is assumed that in about ten yeamr®p® will face major economic challenges brought
about by the decrease of the work force: the balmnbcohorts will start retiring from the labour
market. The young cohorts entering the labour niavké# be much fewer as a result of low
fertility. In about ten years, total employment tilke EU could start to fall; in spite of rising
employment rates (European Commission 2007b). ortsklemographic change will gradually
limit the scope for future employment growth. Ther@pean Commission identified five key policy
areas in which constructive responses to the deapbir challenge can be developethese are
birth rates, employment levels, productivity growthigration and the sustainability of public
finances. On the part of Italy and Campania thélera of huge pension obligations, in common
with other advanced industrial countries, is wonsgras the population ages. Years of political
patronage for government employees have incredsedjdvernment budget and superannuation
can only be solved with difficulties. Italy’s ratf natural population increase has remained
negative since the early 1990s (Neal 2007).

1.3 Challenges : economic growth sectors and the prolsteof unemployment

The fifth progress report on EU Cohesion Policy bhewn that Europeagrowth sectors have
largely contributed to convergence. However, imgairtdifferences in the economic structure of
regions remain and the pattern of catching-up diffeetween convergence and transticegions.
The convergence process between regions is dorditgtehe catching-up process of regions in
Central and Eastern European, whereas convergeititi@ wountries is mostly a characteristic of
regions in old EU member states (Cuaresma et@09)2

The analysis of the progress report reveals thawvergence regions are undergoing a major
economic restructuring: Substantial job creationtaking place in the service sector, while
agriculture is shedding even more employment. Swedtructuring requires a tailored policy

8 Commission's Communication on ‘The demographieréubf Europe — from challenge to opportunity (CQBD6)
571, adopted on 12 October 2006.)
° Convergence regions still have a considerably to@BP per head, at 58% of the EU average while ditian

regions are getting closer to the EU average.
12



response (European Commission 2008). Structuratipsl(improving the efficiency of markets)
will scarcely be sufficient to deal with these dyseoblems, since globalisation will increasinglytp
economic, social, institutional and legal paranmseteeyond the reach of regional governments
(OECD 2002). A huge problem concerning the econastriecture of a country and affecting rural
areas especially wnemployment In Poland, for example, according to 2005 ddtard exists an
unemployment rate of more than 20% affecting somth® Polish regions. There is a so called
‘hidden' unemployment in agriculture of about 1i8iom people, which has a significant effect on
economic development. Stasiak asserts that Polaedsnan economical revival and a rise in
employment outside agriculture. There is some hopéis direction: over the past two decades,
rural regions in Poland have experienced notabletsiral change due to the transition to a market
economy and increased integration in the world eogn(Stasiak 2007).

1.4  Accessibility and connectivity

Accessibility is often presented as a clearly measurable vartabl is determined by two factors:

geographical location and infrastructure. While thyeographical location cannot be changed,
improving connectivity should be and is a key pplam (European Commission 2007a). A
region’s accessibility is a key factor in a globati economy.

The accessibility of a region in general determihesextent to which it can participate in economic
growth, since trade costs remain high for remotgores such as Podlaskie or East Macedonia &
Thrace. As an example, the Spanish government mestl of the regional policy funds given from
the EU budget to construct transport infrastrugtuedl over the country. Peripheral and
underdeveloped regions were linked with develogagions via high-speed trains, highways and
airways, facilitating a more balanced developmérhe different regions (Tanaka 2008).

Today, all regions in Europe are accessible anyWwaythe degree and efficiency of accessibility
varies. Without good accessibility, a region carprofit from the international division of labowr t

the same extent as other regions and is lesstatedor companies and highly qualified workers.
The economic influence of accessibility has beetete by several authors (e.g. Sachs 1997, Gros
and Steinherr 2004).

It becomes clear that accessibility is not a simdgar concept; rather, many different things can b
subsumed within the topic of accessibility. Forrapée, one can distinguish between

A) The global accessibility of a region or how welistconnected with the rest of the world
outside Europe.

B) The Continental accessibility of a region withinrgpe (BAKBASEL 2008).

Furthermore, one can distinguish between the aitdésysfor goods (determined by the transport
or business infrastructure) and the accessibititypeople (determined by people's infrastructure).

In different regions, varying forms of accessililre relevant. In urban core regions for example,
both business and people's accessibility are irmpbwhereas in an agricultural region the transport
infrastructure is likely to be much more importaimt.conclusion, it can be assumed that it is not
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accessibility and infrastructure in general thatrportant for the economic success of a regioh, bu
a specifically-tailored infrastructure for eachioy

The region of Podlaskieor example, is still undergoing transformationnfra socialist-planned
economy to a capitalist market economy, tryingetuce its high dependence on agriculture. It has
to push integration with Western Europe and at dame time to strengthen cooperation with
eastern neighbouring countries. Its geographicadtion (transit function from Middle Europe to
Russia) is a potential which is not used suffidierue to poor relationships with post-Soviet
Russia. For one thing, the region suffers from dmeadvantage of higher access costs to EU
countries compared to more central Polish regiéis. another thing there is a huge backlog in
modernising road and rail links. The lagging infrasture of transport (and also of communication)
is supposed to be stimulated in the preparationghi® European Football Championships in 2012
(Markowski 2007).

In East Macedonia and Thrace aligned circumstanaffest the region which is surrounded by a

mountainous national border. Similar to Podlaska@hbthe remoteness of the area and its
dependency on agriculture contribute to a contearyanarginalisation. As a result of increasingly

uncompetitive industries such as the primary sentoits recent shape and of too few viable

economic opportunities such as a specialisatioonm of the above mentioned growth sectors, an
outmigration of the working-age population is iecitOECD 2002).

Pereira and Sagalés (2007) show in the case oh $ipai the positive aggregate effects of public
investment are distributed rather unevenly regignahmong the largest regions, Andalucia,
Castilla-Ledn, Madrid, Valencia, and Pais Vascoefiemore than proportionally from their share
of Spanish GDP in the time period 1970-1995. Amtmg smallest regions the beneficiaries are
Baleares, Canarias, Cantabria, Castilla-Mancha, &Mhacia. As a consequence, public
infrastructure has contributed to the concentratitbeconomic activity in these ten regions, to the
disadvantage of the remaining seven. This is agogatly important finding since five of the ten
regions that benefit the most are among the sgekdrin the country.

Europe-wide disparities in multi-modal accessiptfitshow better overall accessibility for regions
at the core of Europe and metropolitan regiongarticular those with international airports. The
European core-periphery pattern is even more procenlifor accessibility by road or by train. This
underlines the importance of airports to balancedofean-wide accessibility. Consequently, a
peripheral region is attractive for business esthbients provided that the transportation
infrastructure is connected with knowledge and vation centres (ESPON 2006a; Cuaresma et al.
2009).

Regarding the accessibility to communicatioar{nectivity), the access to modern information and
communication technologies shows European nortlthsand east-west divides, as well as a rural-
urban divide. This is true for the provision ofraxtructure, the use of it and the economic benefit
from it (ESPON 2006a).

19 Multimodal accessibility expresses the combinddatfof alternative transport modes, i.e. an agapest) picture of
road, rail and air accessibility for a certain lbiema. ESPON 2007: Mountain areas and their acciisgib(see

http://www.espon.eu/mmp/online/website/functionsfiedmaps/1400/index_EN.html, August 2009)
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The preliminary finding in this respect is that @ssibility and connectivity are positively correldt
with economic growth and productivity. In order fluster economic activities in disadvantaged
regions, the improvement of accessibility and catimiy must be major political topics. The main
political challenge here is the 'right' distributioof competencies among different levels of
government within a country with respect to the emrment of regional authorities.

1.5 Public funding of regional economies: The EU cohesn and funding policy

Economic and social cohesion is defined by the tyreathe European Community as one of the
main operational priorities. Cohesion is to be eeéd through the promotion of growth enhancing
conditions and the reduction of development disigarbetween the EU regions and Member States
which are key targets of the European CohesiorcyPoli

The objective of the European Cohesion Policy findd in Articles 2 and 4 and Title XVII of the
Treaty establishing the European Community. Accaydio Article 2, Cohesion Policy should
“promote economic and social progress as well ddga level of employment, and achieve
balanced and sustainable development”. Article 488s, “in particular, the Community aims to
reduce the disparities between the levels of deweémt of the different regions and the
backwardness of the least favoured regions ordslancluding rural areas”.

The EU model is grounded on the recognition thatléndisparities are intolerable in a community,
if the term has any meaning at all"The disparities within the European Union are agnhothers
reduced by financial flows (Structural Fungjsvhich empower local and regional actors and kvel
of governance and make them better able to cegmtadn territorial and economic potentials
(ESPON 2006a).

Finally, it is a political question how and whethikee flows from the Structural Funds are allocated
among weaker regions, distributed evenly or pravifte richer regions.

The lagging regions in the EU-15, which were magmipients of financial support under cohesion
policy during the period 2000-2006, showed a sigaiit increase in GDP per head relative to the
rest of the EU between 1995 and 2004. In 1995,efibns with a total of 71 million inhabitants
had a GDP per head below 75% of the EU-15 averag2004, in nearly one in four of these
regions, home to almost 10 million, GDP per head iligen above the 75% threshold. In spite of
this progress, absolute disparities remain lardpes & partly as a result of recent enlargement and
partly as growth tends to concentrate - during ithieal phases of development - in the most
dynamic areas within countries (European Commis«26087b). In the period after the 2004
enlargement of the EU, however, there is no guaeattiat the Structural Funds will necessarily
promote regionalisation especially in Central ara$tBrn Europe, at least in the short to medium
term (Bachtler & McMaster 2008).

An aspect at the heart of literature debates onc&liesion policy is the argument that Structural
Funds have increased the influence of regional lacdl actors in economic development. In
contrast, it is argued that higher responsibilitaynrbe necessary, but not if it induces fund

! seehttp://europedia.moussis.eu/books/Book_2/5/12/0ira8x.tkl?all=1&pos=13§12 Oct. 2009)
2 for detailed overview of the EU structural fun@eshttp://ec.europa.eu/regional_policy/funds/pisfrdn.htm
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absorption (Horvat 2005). In countries where regitace severe development challenges and have
limited administrative capacity, a more centraliseéaictural fund programming is needed to ensure
an effective implementation. It is pointed out tdatentralization and capacity building to absorb
post-accession funding need not go hand-in-handtr@lezed structural fund programming and
management may be needed to ensure the effectplernmntation of priority programmes. The
authors stipulate that the massive increase ofsiohepolicy funding for the EU new member
states agreed for the 2007-2013 period requires ugestment in institutional capacity to ensure
efficient and effective management, with the ptiobeing to ensure sound financial management
and control (Bahloul et al. 2006).

However, there exists a basic structural problentheasEuropean Union lacks the right to tax
citizens or firms. Therefore it also lacks the nsedn deal with the reallocation of funds
independently of member States. Recipient regiomsider money from Brussels as extra means,
while central governments in the countries seduhds as a substitute for their own fiscal revenues
(notwithstanding the principle of additionalfity. Unfortunately, in the EU countries, there is a
tendency to employ self-regulatory methods, leavingsign of the use of framework regulations.
However, EU Structural Funds have not automaticaligured a strong role of regions and a
regionally based development (Neal 2007, WisniewX))7). There are a few examples where
some kind of progress in the direction of decerseal competencies can be observed. In Podlaskie
for example, a clear decentralisation of tasksanehunciation of the recent nation-state model can
be observed. But local administrations do not kereinough financial assistance to implement
these tasks.

In the ESPON (2005) report on “Territorial effea$ Structural Funds” the influence of EU
Structural Funds (covering Cohesion and Structéahds) on a territorially balanced and
polycentric development has been investigated. aifaysis referred mainly to the funding period
of 1994-1999, whereas the Structural Funds anaigisibis report mainly investigates the period
2000-2006. One of the main findings in the repodswhat in terms of territorial cohesion,
differences between countries may have decreasgdlifferences between regions have remained
(or have been further accentuated), which implieat tcohesion policy has thus not been
particularly successful in realising its main gdalrthermore, there is no significant correlation
between the type of region and the impact of tmec8iral Fund intervention. It was concluded that
in order to achieve effective structural policiestional and European policies need to be co-
ordinated so as to make them compatible (ESPON)2005

1.6  Administration and governance aspects

The administrative structure of a country and fticiency on a regional level is another critical
factor which influences the effectiveness and thpact of European cohesion policy. It is among
the most significant criteria to be mindful of wheealing with Structural Funds (European
Commission 2007a). As a consequence, an inefficawt sector, specifically the lack of

13 Additionality means that the funds of the Europ€ammunity should not be replaced, but be in agito national

regional policy funds (OECD 2002).
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administrative capacity is one of the main factofs underdevelopment (Horvat 2005).The
following section sketches out administrative amsdegnance factors that may influence regional
processes. National borders adjoining the regibn®oexample, Podlaskie and East Macedonia &
Thrace constitute administrative barriers to ecaooexchange. The characteristics of a national
border differ depending on the political, socio+emmic and territorial context. In large parts of
Europe, open borders allow for the establishmemrads-border functional regions, in many cases
with a polycentric network of cities. Indeed, ngavhe quarter of all larger cities have the potnti
for commuting areas across national borders (ESP@I¢a).

With reference to Podlaskie, it is noteworthy ttieg serious social and economic situation and the
connected lack of endogenous capital prevent ttableshment of transboundary relationships as it
is managed between EU countries. Further, as niagateoy Haase et al (2004), a “post-Soviet
mentality” of the local population as well as ofaage part of the local authorities has to be taken
into consideration. Thus the conversion to marlesteld principles in agriculture and industry is
proceeding slowly. In addition, Stasiak (2007) emdes that there is an inadequate large-scale
division into four agricultural regions adopted ltlge Ministry of Agriculture and Rural
Development which does not consider enough theiffuuttionality and needs of each region.

Concerning Campania, the continuous effort to inaprthe economic level of the south of Italy,
also referred to as the Mezzogiorno, has been stiaoent part of Italy’s post-war economic policy.
Nevertheless, disparities in the standard of livibegween the southern regions and the economic
northern regions have not been reduced signifigaRer capita income in the south was still only
55% of the northern level by the end of the 1980d & appears that the south had become
structurally dependent on domestic payments, wherists until today (Neal 2007). That leads to
the question of why the policies failed despite thassive inflow of capital for several decades.
None of the strategies adopted, such as the moveshdéinms toward the south or the creation of
adequately equipped industrial clusters, seems awe hworked (Braunerhjelm et al. 2000).
Economists often explain the backwardness of thezdgiorno by the pervasiveness of the
informal economy in Italy. The political systemsvhabeen characterised by longstanding and
party-dominated administrations, which is a comrfeature of most local political systems in the
Mezzogiorno (Tedesco 2006). This domestic politiesistance has to be overcome in order to
push through much-needed economic reforms towaodspetitiveness and agricultural renewal
(Neal 2007).

In the case of East Macedonia and Thrace, Greakypah particular the patterns of interaction
between administrative and societal actors, hdarsoeen predominantly interventiorifstThe use

of strategic environmental management, fiscal itigea (such as low company taxes) and rewards,
marked-based instruments or civil liability havengounheard for a long time (Skourtos 1995).
Moreover, the domestic economic policy can be dedlanuch centralisethat define substantive
objectives and leave local administrative actorly imited discretion and flexibility (Getimis &
Giannakourou 2001). While the capital Athens hasiebeed from some important new
infrastructure (e.g. airport, metro, suburban traaw ring road) due to the Olympic Games in

4 Interventionism: "The policy or doctrine of intemning, esp. government interference in the aftsfi@nother state or
in domestic economic affairs" (dictionary.com/Aug) 0
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2004, regional development and the reduction abred inequalities should be high on the list of
priorities. Petrakos and Topaloglou (2006) asdeast there seem to be a number of factors or
conditions that may influence regional policy acety. Firstly, Greece has the highest level of
public debt among all EU countries, which will r@gusignificant spending cuts in future. This may
affect the ability of the government to allocate rexdunds to regional development policies.
Second, there are institutional problems regartiregnature of rivalries amongst ministries which
leads to a lack of cooperation and coordinatiorgiéteal policy does not appear to be a top priority
in practice. In addition, notwithstanding some n®we involve the regional level more in policy
administration, there is a natural tendency towadisinistrative centralisation in Greece. To sum
up, Greece’s policies have not proved to be vercessful on a regional level (Petrakos and
Topaloglou 2006).

All in all, the question of the effectiveness afiiceency of regional authorities is an awkward one
A study by the World Bank (2006), dealing with #ministrative capacity in the new EU member
states, identifies an “unwillingness of politiciattsgive up their traditional relationship of power
and patronage over the civil service in the intsresf creating a professional merit based
administration” as a serious issue. Furthermore,stindy stresses that incentive and management
systems are generally inadequate to ensure theetattn and recruitment of high quality staff in a
changing labour market which is offering more andreénopportunities in the private sector and
abroad. Also Horvat (2005) sees an inefficientlcsector, specifically the lack of administrative
capacity, as one of the main factors of underdg@retnt especially in Eastern European countries.

Economic and spatial planning demonstrate sigmifigetential to political audiences in meeting
the challenges of joined-up government and joinedrovernance, as discussed by authors such as
Evans et al. (2005) or Giguere (2005), wherebyaits and levels of government and society as a
whole work together towards a common goal. Thetghof regional governments to enforce better
control in the management and use of the EU Stralckunds may be a key determinant of the
influence of funds policy on regional economic gtiow

1.7  Quality of life and environmental aspects

European policy and legislation sets the framewodndition for territorial and economic
development. Nevertheless, the nation state, iticpéar its policies and historical legacy, exeats
significant influence on the development of Eurapesgions. In this chapter, the quality of life of
regions is discussed. While taxation or regulatpwiicies are strongly shaped on a national
governmental level, quality of life is and can remarily shaped by local and regional authorities.
The degree to which local and regional authorites shape and influence the quality of life within
their region depends mostly on the decentralisadiuh the allocation of political power. The latter
factor exhibits huge differences among Europeamtcias.

There are many different approaches which are iefifactors relevant for the quality of life of a

certain location. Hill (2005), for example, stres$eeedom from crime along with the presence of
health services and affordable housing, which lgues are factors that make a local area a
desirable place to live in. An important aspectderelopment, especially of remote areas with a
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low population density, is the relationship witls ihatural environment, i.e. protection and
conservation. Conflicts between conservation effaabhd other land uses may become more
significant. With respect to climate protectione ttonservation of biodiversity, and the protection
of natural resources, more policies are expectduktdeveloped in the environmental sphere in the
future (Stasiak 2007). Jeppesen (2003) has obsethatl a pronounced and relatively
comprehensive set of rules and policies has emengi EU during the past 30 years with regard
to climate protection, the conservation of biodsigt, and the protection of natural resources. From
an individual region’s perspective, positive exgdities of environment-friendly measures, saving
potentials for producers through European-wide comenvironmental standards, or the reduction
of competitive disadvantages in those countrieskvhiready have relatively high standards are the
main arguments favouring more intense, coordinatgidn in this field of policy.

Another and very recent approach was made by thedigtist R. Florida (2002) who points out

that three main factors constitute the qualityifef for young creative workers: Technology, Talent

and Tolerance (the three T's). In contrast, Haryanafessor Glaeser (2003) argues that more
conservative factors such as peaceful and well-lagiurbs and a good and safe school
environment for children are much more importactdes for highly educated parents.

One can see that there are plenty of possible hlasavhich determine the quality of life of a
region. Some of them (like well-kept suburbs or teereation facilities) can be influenced more,
others less (e.g. the tolerance of the inhabitagtEnst foreigners) and others again cannot be
influenced (e.g. the natural environment or thenate) at all by central governments. Again here,
the right allocation of competences with regarduality of life is essential.

1.8 Decentralisation and the allocation of political pavers

As can be seen from the previous literature, theseplenty of potential factors that might influenc
the economic success of a region. The crucial gurekere is to which extent a certain political or
any other official authority is able to influendeose factors: It makes a difference whether the
decision making or the implementation of differgmticy strategies take place on the EU-wide
level (like the allocation of fund-means), on aiowél level (like taxation and regulation) or on a
regional level (like incubators of universities siness parks, private schools, infrastructure.etc.)

In a study recently published by the AER (Assembfy European regions) it was clearly
demonstrated that a significant difference exisith wegard to decentralisation among EU-
countries. Even within some countries (e.g. Itdfnland, Portugal), severe differences exist
regarding the allocation of political power: sonegions have more and some have less power to
decide and implement political issues (AER 2009jthiv the EU, Germany leads the rank order,
followed by Belgium and Spain. Austrian regions dahd autonomous regions of Italy are also
above the sample average. The former socialisttdesrBulgaria, Estonia, Latvia and Lithuania
are positioned at the bottom of the ranking, togethith Greece. On this basis, one can address the
guestion of who is responsible for the successaiture of a certain factor influencing the overall
economic performance in a certain European rediorthis context it is hard to say how the
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economic success of a region would look like if posvand responsibilities would have been
allocated differently in the past, let's say 20rgea

Nevertheless, we are convinced that decentralis&ia major factor of influence with regard to the
economic development of a region and should thezdde taken carefully into account.

1.9 Summary and results of the literature review

The literature review revealed several factors thaght be of significant influence with regard to
the successfuldevelopmentof convergence regions' economiedf and to what extent they
influence economic growth will be conclusively dexd from the empirical analyses later on. Table
1 provides an overview of the potential factorsirdfuence, some examples and keywords that
make the respective factor subsumable, as welh &ximact of the literature cited in the respective
context.

Table 1: Potential factors of success for convergence regions

Factors Examples, keywords Literature cited, e.g.

knowledge and spillovers, patents, publications, universities, Drucker 1993; Nelson & Winter

innovation potentials human capital, r&d activities, national and 1974; Dosi & Nelson 1994,
regional innovation system Boschma & Lambooy 1999,

Freeman 1987, Lundvall 1992,
Nelson 1993; Cooke 1992;
Asheim & Gertler 2005; Freemar
1987, Lundvall 1992; Doloreux &
Parto 2004; Markowski (2007);
Lundvall 1992, Morgan, 1997;
Florida, 1995; OECD 2002,
ESPON 20064a; etc.

population agglomeration economies, territoriapdision European Commission 2007a,
(urban centre-suburbs; capital cities, small and | ESPON 2009, European
medium sized cities, rural areas); demographic | Commission 2007b, ESPON

changes (ageing of the population) 2006a, Neal 2007

economic aspects sectoral mix of industries, lsatibn economies,| Cuaresma et al., 2009, Europear
growth sectors, clusters, industrial structure, Commission 2008, OECD 2002,
sectoral innovation systems, unemployment Stasiak 2007

accessibility and people's infrastructure, business or transport European Commission 2007a,

connectivity infrastructure, IT-infrastructure Tanaka 2008, Sachs 1997, Gros

and Steinherr 2004, BAKBASEL
2008, Haase et al. 2004,
Markowski 2007, OECD 2002,
Pereira and Sagalés 2007, ESPON
2006a, Cuaresma et al., 2009

EU funds policy structural Fund, cohesion fund,asibn policy, ESPON 2006a, European
reduction of economic disparities Commission 1996, European
Commission 2007, Bachtler &
McMaster 2008, Bahloul et al.
2006, Neal, 2007, Wisniewski,
2007, ESPON 2005

administration and education of administrative workforce, cross- European Commission 2007,
governance border functional regions (commuting areas) Horvat 2005, ESPON 2006a,
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Haase et al. (2004), Stasiak
(2007), Neal 2007, Braunerhjelm
et al. 2000, Tedesco 2006, Neal
2007, Skourtos 1995 etc.

quality of life safety, good schools, well-kept sufs, health Hill (2005), Jeppesen (2003) ,
system, education system, natural environment| (Stasiak 2007), Florida (2002),
cultural amenities, recreation potential, tolerance Glaeser (2003)

of population

decentralisation power to decide and implementyoli AER (Assembly of European
programmes, regional competences and duties| regions) (2009)

When analysing the middle column it becomes clieat some of the factors that contribute to the
success or failure of regional economic developnast more delimited and others are more
elusive. While knowledge and innovation potentaicessibility and population, for example, seem
clearly definable, the quality of administrationdagovernance or decentralisation seems harder to
pin down.

Another point that becomes clear while comparirg different factors is that they partly overlap
each other and are not clearly separable. The poréesconomic clustering, for example (Porter
1990), assumes that economic advantages resultafrooncentration of similar economic activities.
An example of a ‘cluster region' is the “Third ytahnd the shoe production located there. In this
context, one can also speak of an 'innovative njjlizecause knowledge-intensive linkages among
different actors are the critical success factdre Toncept of clustering can be assigned to the
innovation and knowledge potential factor on the ¢land and to the 'sectoral mix of industries’
factor on the other. As a consequence, the taldettantechnical allocation in it (that reflects the
structure of the chapters) must be seen as a totleaf thoughts and concepts that for now do not
correspond to hard numbers and variables. One &ithiso'openness’ is to be flexible enough to
incorporate the input from the questionnaires amdrviews given by regional officials of four
different European regions in the following empatichapters.

Nevertheless, in a first step of analysis, hypabkesill be retrieved from the literature review and

the theoretical analysis of potential factors afcass of European regions' economies. In the furthe
(second) qualitative analytical step, the hypothes®l factors will be extended and valued due to
the input from the questionnaires and the intergie@n this basis, all relevant factors of success
should be identified. To which extent those factarBuence the economic development of

European regions and to reveal possible other factbinfluence will be part of step three of the

analysis — the econometric model. At the end oftkinee steps we will clearly see which factors

have a strong influence and which factors have ilefisence on the economic development of

regions.

1.9 Hypotheses retrieved from the literature review

The hypotheses retrieved from the literature revae@shown in Table 2. THst column contains
the possible factors of influence of regional eguimsuccess. Theecond column contains possible
indicators or variables which could grasp the idet factors, regardless whether those indicators
exist in official statistics or not. Whether andigrindicators are available from statistical s@src
will be revealed later on in Chapter 3.2. The prdpgotheses can be seercohumn three, where
the expected direction of influence of a certaiotda or indicator on the economic success of a
regional economy is indicated. Column four showditamhally whether (according to the literature
review) the competence of the factors of influersclocated rather on the regional level (reg), the
national level (nat) or the European level (EU).
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Table 2: Hypotheses: potential factors and their influence on regional economic success

Level of
No. | Factors of influence | Possible indicators (exangs, not concluding) d_|rect|on of competence in
influence most
countries/regions
1 knowledge and r&d-outcome: patents, publications . EU, reg, nat
innovation potentials
r&d-input: investments + reg
amount and quality of universities + reg, nat
highly qualified workforce + reg
knowledge infrastructure: amount and quality of . reg
incubators, technology parks etc.
2 population population density (agglomeration economies) + reg
age structure of the population: workforce + reg
3 economic aspects sectoral mix of industries (economic structure) reg
e.g. development of different markets N
(agricultural, engineering, service); specialisatip
on a certain industry, e.g. tourism
low investment barriers + reg, nat
setting for start-up companies and their rate of N reg
foundation
unemployment + reg, nat
4 accessibility and high business or transport infrastructure, gas and N reg, nat
connectivity oil pipelines, well-endowed IT-infrastructure
5 EU funds policy amount/share of structural Funds + EU, nat, reg
effective allocation of funds + reg
coordination of regional, national and EU policies  + EU, nat, reg
6 administration and education of administrative workforce, cross- . reg
governance border functional regions (commuting areas)
7 quality of life safety, good schools, well-kept suburbs, health reg
system, education system, natural environment, .
cultural amenities, recreation potential, tolerance
of population
8 decentralisation power to decide and implement policy N nat, reg
programmes, regional competences and duties
9 taxation Manpower taxation - reg
Company taxation - reg
10 regulation Product market regulation - nat
Labour market regulation - nat

reg = regional policy level, nat = national policievel, EU = EU policiy level

Summarising the findings of step one of the analy®n potential factors of influence can be
identified for the success of regional economieg &¥sume that the following eight out of ten

factors have a positive influence on the regiogahemic success:

Knowledge and innovation potentials

Population

Economic structure
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» Accessibility and connectivity

* EU funds

* Administration and governance
e Quality of life

+ Decentralisation

Taxation and regulation on the other hand havegatne effect.
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2 Qualitative aspects of regional growth

The aims of the qualitative part of the analyses ar

* to retrieve additional quantitative factors (anddifp the hypotheses) for the success or
failure of European regions' economies which wdl\erified in the quantitative analyses
later on and

» to identify potential qualitative factors that migkad to the success of European regions'
economies which cannot be captured by the quamétahalysis.

In order to achieve these aims, the answers of qunestionnaires and interviews from the
stakeholder regions (three convergence regions f@am Region, Podlaskie Voivodship, Region
of East Macedonia—Thrace) and one phasing-in ref@mmunidad Valenciana)) should provide
evidence and information that can provide clartfoa

2.1 Method and results of the structured interviews

The interviews with politicians, practitioners, deaics etc. from the stakeholder regions have
been designed to have a special focus on diffdeeors influencing the success of a region's -
principally economic - development (factors suchaesessibility, innovation, knowledge economy
etc.), the effectiveness of public administratiomd ghe successful implementation of cohesion
policies in disadvantaged European regions.

The politicians and policy makers in the differemtgions are seen as the most important
stakeholders and prime targets of the resultseptiojects. If they are to understand the restilts o
the analysis, it must be clear what they think ahg. Therefore, it was agreed in the first Steering
Committee meeting with the stakeholder regions aplss on 29th of June 2009 to conduct the
interviews (and also the questionnaires) accordiinthe following categories and proportions in

each of the four stakeholder regions:

» politicians and senior civil servants — 33% (grd)p

* business community and intermediaries — 22% (g&up
* university professors and other experts — 22% (@®&)u

» private sector — 22% (group 4)

The interviews have been carried out by the resmectgional experts in local languages in order
to avoid language problems and ensure maximalretnd inside information on what the relevant
success or failure factors are believed to be. Sinectured interviews had a focus on open
guestions (e.g. of the form "What do you think ngportant?” or "Why is this relevant?"). The
interviewees also responded to the structured mqunestire (see chapter 2.2).

The number of interviews conducted so far per grsuphown in Table 3. At the time of the
analysis of the interviews for the purposes of ltiterim report, only one region (Region of East
Macedonia—Thrace) had completed all interviewsuidiclg a description of the major problems or
difficulties they had (e.g. in understanding of tkey terms). The delay in conducting the
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interviews was due primarily to the difficulties fixing appointments with the key policy-makers;
however, at the time of delivery of this reportN@vember 2009), appointments have been made
for the remaining interviews.

Table 3: Response per group of interviewees in the stakeholder regions (preliminary results)

group1| group 2| group 3 group 4 sum completeness
Region of East Macedonia—Thracg 3 2 2 2 9 complete
Podlaskie Voivodship 3 1 1 5 in progress
Campania Region 1 1 2 1 5 in progress
Comunidad Valenciana 1 1 1 3 in progress

The following chapter 2.1.1 provides a short dgdgmn of the employed methodology of the
interview analysis. In chapter 2.1.2, the resuftthe analysis are presented as an example for the
Region of East Macedonia—Thrace. The interviewsnfrthe other three regions (Podlaskie
Voivodship, Campania Region and Comunidad Valejiawill be evaluated in the same way as
soon as all interviews have been collected. Showiegncomplete results would risk providing a
false impression of the whole regional situatioforthat reason the other partial analyses have
been left out of the interim report. The complegsuits and interpretations will be shown in the
final report.

2.1.1 Method of the analysis of the structured interviews

The interviews have been structured into generaktipns concerning the overall constitution of
the respective region (reasons for the low GDPnmaaknesses and strengths etc.) and specific
guestions dealing with the importance of differéattors (such as the knowledge economy,
accessibility etc.). Within the analysis main elatseof the qualitative content analysis (Mayring
2000) have been employed. The content analysis Its iclassical variant indeed mute about the
arising of different categories (Krippendorf 198@phwever, in general two different approaches for
defining categories with the help of content analgsn be perceived: an inductive or a deductive
process can lead to the definition of differenegaries.

In the current study, both the deductive and tloictive approach have been employed. First, the
factors of influence have been retrieved from theotetical analysis in a deductive way and have
then been incorporated in the interviews (e.g. hmportant do you assess the access to the
knowledge economy?). Second, the analysis of tteeviews has also an inductive component by
incorporating new categories and indicators intjeothetical framework (e.g. what do you think
are the principle reasons for the low GDP in yagion?).

To reach the goal of retrieving new factors andicaibrs and to check for the factors already
revealed from the scientific literature, the iniewvs have been analysed in four steps: the answers
have been firstly summarized and potential factorsndicators of influence have secondly been
identified and grouped. Thirdly, the factors hawsei concentrated in a table and the relative
importance of the different factors has fourthlyebesvaluated according to the mere number of
answers and the assessment of factors throughtgr@iewees.
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At the end of the analysis of the interviews oféllegions, the hypothesis table (Table 2) will be
completed in accordance to the answers of thevietgees.

2.1.2 Results of the Region of East Macedonia-Thrace (Geee)

In the following, a thematic summary of answers atite identification of different
factors/indicators of relevance to the intervieweéshe region of East-Macedonia-Thrace are
presented. Thereby not each question is summasegdrately, but two thematic groups are
formed. Group one contains the answers of the gégeestions like reasons for the low GDP per
capita (problems and weaknesses), threats, stenggiportunities and first priority actions, the
latter being considered to be of major importafide general questions allow for the identification
of new factors that have not been grasped by tbature. The second group contains the results of
the specific questions dealing with specific fast@f major relevance such as the knowledge
economy or accessibility.

Group one: general questions (searching for factoj{Questions 1.1 — 1.7)

The principal reasons for thew GDP per capitaandlagging development(weaknessesin the
region are, according to the interviewees, thefuihg (Q1.3, Q1.5):

e Geographical location The greatdistance (900 km) from the highly centralized decision
making centre (Athens) and as one consequenceggbod ofisolation for many decades
due also to geo-political reasons. Furthermorehlpros in creating investments far from the
decision making centre.

» Accessibility: Late completion obasic infrastructures and investments, lack of adequate
transport infrastructures, especially the lack ofailway services (transport of containers,
lack of logistics) andrailway connections to the ports and the industrial areas. As a
consequence of the underdeveloped infrastructueee is low level of competitiveness.

e Economic structure and policies Concentration of development policies agriculture
and farming. Development policies should therefore concentoatenanufacturing, tourism
and services. Additionally a low level efternalization of the economy.

e Minorities: The sizable Muslimminority has a very low educational level and low living
standards — partly due to the internal policiegsolleadership.

* EU & national policies: not enough funding for new developments.

The mainthreats that hinder the economic development of the regianthe following (Q1.5):

» Development of neighbouring countrieBeing downgraded to a secondary region in terms
of regional importance compared to the neighbouRegions of Bulgaria and Turkey.

* Globalisation: Harsh competition in the open market is a threat to the local inaaist
production

* EU policies: Local agricultural economy is threatened with direinishing of EU subsidies
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Innovation: Low percentage oexploitation and inclusion ofnew technologies at the
entrepreneurial sector of the area, low numbeloaiganies that are occupied witsearch
and devel opment.

Unemployment: High percentages ainemployment that are basicallgffecting women and
the main productive age groups of 25-34 in botlesex

Economic results:Low level of consumer income, absence of new itmaests

Economic mismanagementNo effective use of the natural and human ressurce

The mainstrengths that can improve the economic performance of &ggon and shift it from the
Convergence Obijective are the following (Q1.4):

Geographical location: The region is a Gateway to the Balkans, South-Easbpe and
Black Sea in a strategic way.

Accessibility: Completion of the Egnatidighway (Transportation Hub); Construction of a
crucial internationahatural gas pipe line (TGI), future plans for the construction of two
more (Nabuco and South Stream) and the plapiiquipeline between the cities of Burgas —
Alexandroupolis (opportunity of becoming South Hastope’s Energy Node).

Policy reasons: Tempting motives to attract investments through Brevelopment Law
3299/2004

Innovation potentials: The 3rd largest higher education institution pregican excellent
background for development throulgiowledge, in terms of creatingupporting institutions
(eg. research institutes to support universityéets, scientific establishments, convention
tourism)

Quality of life: The 3rd largest higher education institution soalaking advantage of (in
identifying and promoting) theich cultural heritage of the area, together with the
multicultural character of Thrace as &ridge between different civilizations (which is also
an aim for the EU itself).

The mainopportunities that can improve the economic performance of éfggon and shift it from
the Convergence Objective are the following (Q1.4):

Development of neighbouring countriesThe geopolitical andeconomical changes in the
South East Europe (entrance of Bulgaria and Romarlage EU, Turkey as a pre-accession
country), thestabilization in the neighbouring area (basis for further cooperation)

Exploitation of existing companies
Quiality of life: Exploitation ofnatural and cultural heritage

Economic structure and policies Manufacture ofwell targeted agricultural products,
(innovative, high quality products, and biologipabducts), consulting companies, transport
services and university services in terms of regear

The principal first priority actions ” that were proposed for the regeneration of tiggore are the
following (Q1.7):

Economy: openness of the economy to the international markets, resiming of the
economy: development afanufacturing
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Administration and governance Reformation of administrative structures (higher
flexibility), combined efforts from public and private actors idevelopment policies,
Integratedmarketing plan for tourism and trade

Innovation: Promotion of higher education and research prejsbare of human capital
but principally the effective and efficieatploitation of human capital

Group two: specific questions (evaluating selectedctors) (questions 2.1 — 2.8)

Relevance of different factors: knowledge economaggcessibility, decentralisation and the
effectiveness of public administration:

Knowledge economy(very important) (Q2.2): necessary factor to bdbstlocal economy
and its competitiveness. However, apart from then®&itus University of Thrace and the
Technical College of Kavala (which should be muettdr exploited) and the vocational
training programmes, there is a lack of technolalgitevelopment and innovation. Last but
not least, interviewers from the 1st category madeemphasis on programmes for the
improvement of education infrastructures as wellh@sTechnogenesis programme (unique
in Greece), which funded more than 70 innovativeifess plans in the Region.

Accessibility (very important) (Q2.3): Everybody stressed thgameance and the new
potentials of the Egnatia Highway created for tbgion due to its strategic geographical
location. The inhabitants do not feel isolated aoggrand the number of visitors in the area
has been increased. The completion of the veréixas to Bulgaria, though, remains a top
priority.

Decentralisation (important) (Q2.6) is an important factor for eooric performance as
long as the sub-national bodies are more awarkeohéeds of their territories and have the
required capacity to manage the EU and public fuidsther decentralisation will be
welcomed since local authorities acquire specidlizeman capital in order to design and
implement adequately co-funded projects.

Effectiveness of public administration (Q2.7): public administrations should be
modernised (including ICT) and improve their admsirative structure in order to be more
flexible and effective. There is a divergence ofingn between the 1st group of

interviewers and the other groups. While the lsupgrstate that public administration is
effective and inter-administration cooperationuffisient, the other groups emphasise quite
the opposite. Few people have the required capaaiid willingness to do their best but in
most cases they are getting no more than an etieiaailrd.

Additional information has been retrieved from tlegion's role in a larger territorial context and
the region's long term strengths for an outlook amature vision of regional development:

Region's role iarger territorial context (Q2.4): Energy: the region can play an important
role in the neighbouring area due to the plannetsttoction of the oil pipeline Burgas —
Alexandroupolis as well as the completion of thel §&s pipe line (at least up to the area of
Thrace), which may as well improve the income a tlegion by transforming it to an
energy node (new investments, settlement of newpeoiss etc.).

Region'slong term strengths (Q2.5): alternative forms of tourism, manufactuaerd
biological agricultural products, geographical lb@a as a cross-road between Southeast
Europe and Black Sea should be exploited (Tranapont hub).
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Table 4 contains steps three and four of the i@nanalysis, where the different factors and
indicators are concentrated and the relative inspag has been evaluated. A factor has been
considered as important when less than 50 perafethie interviewees mentioned the factor to be
important. Where there were more than 50 perceimtefviewees considering a factor important, it
became very important.

Table 4: Summary of interview results of East Macedonia-Thrace and importance of factors

factors reasons for low GDP strengths/chances/ relevance for
(problems)/weaknesses/threats opportunities interviewees
geographical location long distance to decisioking gateway to Balkans, South-East | important
centre Athens >isolation, problems| Europe and the Black Sea
in creating investments (strategic importance)
development of threat of being downgraded to a | stability of neighbouring countrieg important
surrounding areas secondary region compared to Bulgaria and Romania in the EU
Bulgarian or Turkish regions Turkey as EU candidate
accessibility transport infrastructure (railway | Egnatia Highway Very
services and —connections) Natural gas pipeline (TGI) important

Underdeveloped road connections| Two more gas pipelines planned
Oil pipeline (Burgas —
Alexandroupolis)

minorities low education level, low living important
standards

Economic structure and concentration on agriculture and | low level of consumer income, important

economic policies farming, low level of tourist and absence of new investments,

manufacture development, low levelineffective use of natural and
of externalisation of the economy, | human resources and lacking
threat of diminishing EU agriculturgl exploitation of existing companies

subsidies
Innovation potentials, | Low exploitation and inclusion of | Democritus University of Thrace | Very
knowledge economy new technologies in the local and Technical College of Kavala:| important
enterprises, low exploitation of Breeding ground for supporting
human capital, low share of institutions, production of
companies investing in R&D, lack ofknowledge and innovation, human
technological innovation capital
Quality of Life No efficient exploitation of thealn | Rich cultural heritage and its important
cultural heritage exploitation
Multicultural character
Bridge between civilisations
Funding Not enough funding for development impairta
Globalisation Harsh competition for the local important
industry
Unemployment High share of unemployment, important

especially women and both sex ag
groups between 25 and 34

D

decentralisation Further decentralisation must go important
hand in hand with specialised human
capital

Public administration Not enough modernised (ICT) Improvement of administrative important

structures necessary (flexibility
and effectiveness)

N = 9; important <50% of the interviewees, very artant >50% of the interviewees

The relevance or importance of the different fexwirinfluence of regional economic development
will form a crucial input for the econometric ansiky.
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2.2  Method and results of the questionnaires

Approximately 100 politicians, senior officials,@o-economic practitioners and opinion leaders in

each of the four stakeholder regions have beendaskanswer the questionnaire presented in the
inception report. They have been questioned whadtofs they consider to be relevant for a

successful and consistent cohesion policy in lagdtnropean regions. The questionnaire covers
thus primarily closed questions (e.g. of the typaté the relevance of this factor on a scale from 1
to 10"). The TPG aimed for a take-up response &6.30

The questionnaire has been translated by the rapeegional experts, who also drew up the list
of the persons to be approached, in collaboratitn @ach Stakeholder region. (Experiences from
other projects have shown that questionnaires igli§in are still a barrier for many regional
decision makers.)

Table 5 lists the received questionnaires per regiad per professional category. One can clearly
see that comparative groups with comparative ratesncluded from each region which allows for
proper evaluation. The highest represented prafieakigroup are politicians and civil servants
followed by the business community, the privateé@eand university professors. East Macedonia -
Thrace is the region with the highest responsehéo durvey, followed in order by Campania,
Valencia and Podlaskie.

Table 5: Regional and categorical division of received questionnaires

East Macedonia -

Thrace Podlaskie Campania Valenci A otal
Politicians/ Civil servants 16 11 8 11 46
Business community 12 10 7 11 4(
University professors 7 5 11 7 30
Private sector 9 7 14 6 36
Total 44 33 40 35 152

The total number of possible observations is 10@%2 individuals multiplied by 68 questions).
Subtracting 111 cases, in which the candidates weteaware or did not know an answer, and
further excluding 21 cases with no answer at a#, get a remaining number of 10'204 actual
observations, which is equivalent to 98.7% of pgalssbbservations.

2.2.1 Methodology

The 68 questions making up the questionnaire werdatl first into ten different groups, which in
turn represent the chosen variables based on ¢logythas described in the literature review. On the
base of the results of the interviews and the fistjuency analyses of the questionnaires, we
decided to split the EU funds into two differenbgps (amount and allocation of funds) which were
assessed quite differently by the respondents.h&umore, accessibility and connectivity were
considered separately because they are not nebgssanected.
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Not all the questions have been arranged accotirtbe groups they belong to as a control for
contradictory answers. For the same reason, somstigns were asked twice, with slightly
different phrasing.

In the following, a list of twelve thematic groupsith the number of questions corresponding to
each one in parenthesis, is presented:

» Knowledge and innovation potentials (10 questions)
* Population and social aspects (3 questions)

» Economic settings and structure (11 questions)
» Accessibility (6 questions)

» Connectivity (4 questions)

* EU funds, amounts (1 question)

» EU funds, allocation (4 questions)

* Administration and governance (11 questions)
* Quality of life (11 questions)

» Decentralisation (1 question)

» Taxation (4 questions)

* Regulation (2 questions)

The choice of different numbers of questions irhegtoup is due to the complexity of each topic as
observed in the academic and political literatéi@. example the notion of "quality of life", which
consists of several different facets like the lesfgbollution, the quality of schools or the vayietf
cultural activities, needs to be covered by morestjans than "amount of EU funds", which is
quite a narrow issue.

The analysis was carried out in two dimensions: ftbgional dimension and the categorical
dimension. Since the main focus of this work liestwe success of regions with regard to consistent
cohesion policies in disadvantaged European regiaes further distinguished between
"convergence regions” (the three regions laggingnae East Macedonia &Thrace, Podlaskie and
Campania) and the so called "phasing-in region'viffta passed the threshold for sucéess
Valencia).

2.2.2 Statistical tests

Before starting the main analysis two sets of stia@il tests were conducted, with the aim of
determining whether or not results are significandlifferent between regions and between
professional categories. To give an example weyaadl whether politicians give systematically
higher grades than academics do or whether Paliehsgstematically lower grades than Italians do
in a statistically significant way. Another expléioa would be whether the ratings are made
independently of regional origin and of professiobackground. The two different tests are
explained in Box 1 (chi-square test) and Box 2r{pase mean comparison).

1*GDP per capita of less than 75% of the EU-15 aweia@000-2006 but more than 75% of the EU-15 ayeia

2007-2013.
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Box 1: Chi-square test

Method: The first test is a so-calledhi-square test which investigates the frequencies of the
different characteristics between different stai#dtunits. This means that it is determined [for
example whether or not the Spanish give about ag/h@s, 9s, 8s and so forth for a certain igsue
as Greeks do, and the same among the professiategjories (in terms of frequencies of grades).
Thus the two hypotheses are:

* HO: frequencies are independent of regional orégid professional background
* H1: frequencies are not independent of regionagiimand professional background

Grades 1 to 4 have been aggregated in order td aetis without or only few observations.

Result: Table 6 shows theegional dimensionof testing: In 64 out of the 68 questions (94%) th
null hypotheses could be rejected at a confidesee! lof 5%. This means that there is a probabjlity
of only 5% or less that the differences betweernréiggons are caused by a statistical error — in
94% of the questions.

In the categorical dimensionit is the exact opposite: in 64 out of the 68 goes the null

hypotheses could not be rejected at a confidene? & 5%, so that the probability of a statistical
error is greater than 5%.

Table 6: Chi-square test results, number of questions (a=5%)

regions categories
not significant 4 64
significant 64 4
% of rejection 94% 6%

The chi-square test showed us that the way of amsgvgor the frequency of grades) is
significantly influenced by the regional origin @fparticipant and barely by the profession.

This result is in so far very interesting, as ivaals major differences between the respective
regional origins of a person. An explanation coble that the regional context of a person,
including the education, the influence of regiopalicies etc. is strongly influencing the opinioh o

a person in a political and economic sense. Thgonal context is in the following referred to as

regional culture which can also be found as ancaaar in scientific literature dealing for example

with globalisation and innovation (regional inndeat systems) (e.g. Camagni 1991, Asheim &
Gertler 2005). In the literature, those regiondfedences in culture could, beside others, be the
reason for regional advantages (e.g. the emergainegional clusters) or regional disadvantages,
of course always combined with other location festo

On the other hand we can see that the professgwoaps have a similar way of looking at things,
one also speaks of "professional cultures” (Blodb&vson 1994). This may be caused by the fact
that most people in Europe chose their professidrereas only a minority of people decide to
move and live in another cultural environment.
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Box 2: Pair-wise comparison

Method: In addition to the Chi-square test a differentiast was performed byair-wise
comparing the mean values of two regions or two categof@sir regions and four categori
make a total of twelve pair-wise comparisons farthequestion. This test reveals whether or n

specific question attains the same mean value abggar of regional and professional differenc

Hence, the two hypotheses for each pair are asisl|

e HO: ul =p2: mean values are independent of regional origthpofessional background

e H21:ul+#pu2: mean values are not independent of regionalraigd professional background

with p = mean value

Results: According to the findings illustrated in Table @daTable 8 the null hypotheses can
rejected in 32% to 69% of the 68 questions at didence level of 1% as to theegional

pt a
€s.

be

dimension Concerning thecategorical dimension one can determine only two cases of a

systematic deviation between two values, while rpotheses cannot be rejected at |the
confidence level of 1% for the vast majority of quamsons.
Table 7: Differential pair-wise test results A, regional level (a=1%)
EMT-P | EMT-C | EMT-V |P-C | P-V | C-V V-CO Cco
not significant 38 46 21 52 44 42 107 136
significant 30 22 47 16 24 26 97 68
% of rejection 44 32 69 24 35 38 48 33
Abbreviations: EMT for East Macedonia-Thrace, PRodlaskie, C for Campania, V for Valencia, CO for
Convergence Regions
Table 8: Differential pair-wise test results B, categorical level (a=1%)
Po-Bu | Po-Prof| Po-PS Bu-Pro Bu—-PS  ProPS
not significant 68 67 68 68 67 68
significant 0 1 0 0 1 0
% of rejection 0 15 0 0 15 0
Abbreviations: Po for politicians, Bu for businessnmunity, Prof for university professors and PSpfiavate sector.
Similar to the test results of the chi-square tibst,results from the pair-wise comparisons in Box

also show that the regional origin of a personaagjor influence on judging things, in contrast to
the professional background, which has only littiduence. Thereby, the comparison between the

region of East Macedonia-Thrace and Valencia (Tahleshows an especially high signific
rejection result (69%) which implies that the ansna the region of East Macedonia-Thrace d
significantly from those of Valencia. The secondhast difference can be perceived between
Macedonia-Thrace and Podlaskie (44%), followed byn@ania and Valencia (38%). On the o
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hand relatively little difference exits between thegions of Podlaskie and Campania (24%),
between East Macedonia-Thrace and Campania (329d)etween, average differences can be
found between Podlaskie and Valencia (35%).

Summing up, there is firstly strong evidence ofteystic differences in the evaluation between the
different regions and no systematic differencesvben the professional categories. Secondly, the
region of East Macedonia-Thrace has more systeng@wations compared to the other three

regions. We will see in the further analyses inalehivay the answers of the region of East

Macedonia-Thrace differ from the other regions.

Thirdly, there is more homogeneity among the answéithe three convergence regions, which is
shown by a significant rejection quote of 33%, canmagd to the convergence regions as aggregate
and Valencia (rejection: 48%). This gives slightdewnce for the similarity of the convergence
regions among each other compared to Valenciapgmsing-in region. It seems that the actors of
the convergence regions have a similar way of pglglifferent political, economic and social
aspects.

Nevertheless, the absolute values of the gradesoaref major interest for the further analysist bu
rather the relative difference between the questigithin a certain region or category. The latter
allows a ranking of the various issues.

2.2.3 Results of the questionnaires

This chapter contains a series of graphs underlyingy different results. The chosen way of
illustrating the results in box plot graphs has #uvantage of displaying much information in a
clear manner using very little space. For more idetample frequency tables by region and by
professional category have been annexed to thetrefyghin each graph there is the light-yellow

box representing the area between lower and uppertilg (25%- and 75%-quantile), the dash

showing the median, the dot illustrating the mealue and the line, which connects the values of
the standard deviations of the different unitsadidition, the range is represented by the vertical
line coming out of the box reaching down to the imum value and up to the maximum value (in

case the upper quartile does not equal the maxivalae). The most important measure for our
analysis is the median as it is resistant to astlimlike the mean value.

A) General results

The findings of the statistical tests describedvabare also perceived graphically (see Graph 1).
Across the entire sample of questions it is obvitheg East Macedonia-Thrace rates all aspects
higher than the other three regions. This is represl by a higher score of all relevant measures
(median, mean, upper and lower quartile) of abogt grade point, consequently also pulling up the
results of the "convergence regions" as a wholéenéa on the other hand answered with a more
moderate rate, though with the same median and ae&odlaskie and Campania, but with a much
smaller box, range and standard deviation. Onegratation of this difference may be that being

relatively successful, Valencia does not see asynmaprovements to be made concerning the
twelve success factors compared to the convergegoens.
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Graph 1: All questions, regional dimension
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With regard to the professional categories, there itendency towards a slight overvaluation
coming from the private sector — though statistycabt significant — while the remaining three
groups show almost identical results (see Graph 2).

Graph 2: All questions, categorical dimension
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Looking at the twelve groups of questions it isiolg that EU funds allocation is considered most
important across all participants; fairly importamé EU funds amounts and connectivity. The least
important are regulation and population/social aspeas displayed in Graph 3.
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Graph 3: All questions, factor groups
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In Graph 4 the results of all 68 questions, inalgdihe same measures as the other box plots are
displayed.

Concerning thé&U funds aspectone can clearly see the preferences of the regptsdf the four
stakeholder regions (Graph 4): much more importdan the sheer amount of EU funds
(mean=8.0) is their well-targeted allocation (me&8F, what can be considered as effectiveness.
Doing the right things with the assigned EU morsegfiupmost importance. Additionally, efficient
spending is nearly as important as the effectiven@ace the money is applied to a certain thematic
project or field, it is also important to do thentdps right and right means efficient (mean=8.7). It
makes a clear difference if the money suffices feigone or five infrastructural projects. To reach
this efficiency, an excellent coordination of raga and EU policies (mean=8.3) as well as high
regional structural fund competencies (mean=38.@nseto be a needful precondition.

Also of utmost importance is th&nowledge and innovation aspect, e.g. high quality of
universities (mean=8.7), linkages between firms aeskarch institutions (mean=8.7) or high
human capital (8.3).

In the same league we firatcessibility (e.g. highway and road (mean=8.6), railway corinast
(mean=8.5))connectivity (e.g. high coverage of broadband) and dbelity of life aspect (low
level of land pollution (mean=8.7).

Much less important than the listed aspect istalxation aspect of the regions including stable tax
policy (mean=7.8) or low tax burden for companiegén=7.7) etc.
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Graph 4: Results of all questions (point = mean; dash = median)
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The economic settingson the other side are far from unimportant: lowestment barriers
(mean=8.3), attraction of international firms/intraents (mean=8.0), the promotion of the region
as a business location (mean=8.2) or low admintig&rdurdens for start-ups are considered very
important. This goes hand in hand with a clear madsparentegulation (mean=8.7) or simple
procurement rules (mean==8.3).

Analogue to Graph 4 we conducted the same anaggpiarately for the Convergence regions as a
whole and for all four stakeholders separately. iAoldally, the analysis was made for the different
professional groups. All graphs are displayed enahpendix.

B) Regional results

The convergence regions as aggregate find somesissufactors to be more important than others,
as Graph 5 shows. Of utmost importance are EU famdsunts, EU funds allocation, innovation

potentials, accessibility, connectivity, governdadeninistration and quality of life. On the other

side regulation and population/social aspects eastlimportant. Deviations from this tri-regional

average are observed in East Macedonia-Thrace,ewtaesation, economic settings/structure,

decentralisation and population/social aspectslaeconsidered very crucial (Graph 6).

Graph 5: Importance of factors in Convergence regions
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Graph 6: Importance of factors in East Macedonia/Thrace
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In Podlaskie (see Graph 7) innovation potentiats gmvernance/administration are only of medium
importance and quality of life surprisingly of lomwportance. Population/social aspects, although
generally not really considered to be a key faatbtains the poorest rating of all groups acroks al
guestionnaires.

Graph 7: Importance of factors in Podlaskie
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Finally in Campania (see Graph 8) EU funds amourasgessibility, connectivity, and
governance/administration are of medium importanisEentralisation and population aspects of
least significance.

Graph 8: Importance of factors in Campania
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Graph 9: Importance of factors in Valencia
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As Graph 9 illustrates, the phasing-in region Valens characterized by a more stable outcome,
with a median of 8 for all groups of questions boe and with a mean of nearly always slightly

below 8. "Outliers" are the least important conmvgt with a median of 7 and the considerably

most essential quality of life with a 75%-quantiégaching up to 9.

C) Categorical results

In line with the findings of the statistical testB four professional categories ranked the twelve
groups more or less in the same way. In fact, tie §raphs look very similar to Graph 3, and can
therefore easily be left out of the main part o tleport — they are presented in the appendix.

2.2.4 Summary of the results of the questionnaires

Coming back to the list of potential success fagtdiable 9 displays the ranking of the twelve
groups in the convergence regions and the phasinggion according to the questionnaires, which
should help us weight these success factors deffreed the twelve groups for the empirical
analysis. The first criterion is the median a groe@ched in the questionnaires but as can be seen
there are several groups with the same value. Tdrereas second criterion we used the mean value
to obtain the hierarchy within a group with the samedian. If even median and mean are identical,
the upper quartile was used as the third and @ntdrion.

Table 9: Importance of factors, average of convergence regions and phasing-in region

Convergence regions Phasing-in regions

Factors Median Mean Factors Mediap Mean
1. EU funds allocation 9 8.94 1. Quality of life 8 7.99
2. Connectivity 9 8.49 2. Accessibility 8 7.83
3. Innovation potentials 9 8.43 3. Population/siocia 8 7.82
4, Accessibility 9 8.39 4, EU funds amounts 8 7.80
5. Governance/admin 9 8.23 5. Regulation 8 7.80
6. Quality of life 9 8.18 6. EU funds allocation 8 7.70
7. EU funds amounts 9 8.08 7. Innovation potentials 8 7.69
8. Economic settings 8 7.92 7. Governance/admin 8 .69 7
9. Taxation 8 7.60 9. Economic settings 8 7.66
10. | Decentralisation 8 7.47 10. Decentralisation 8 7.63
11. | Regulation 7 6.80 11] Taxation 8 7.54
12. | Population/social 7 6.67 12. Connectivity 7 427.
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3 Outline of the final report

The final report will include the remaining resutté the interview analyses, summaries of the
guestionnaires and interviews conducted in eadkektdder region and interpretations from the
regional survey. Furthermore, it will contain a snary of interpretations of case studies which will
be performed in all four regions, all having onencaon theme (see chapter 3.1 for details). Finally,
the econometric analyses will reveal to what extdrel different factors influence the economic
performance of convergence regions in comparisomaéoe successful regions (e.g. phasing-in
regions) (see chapter 3.2).

3.1 Case studies

The superior aim of the case studies is to presedterlying lessons learned from the four
stakeholder regions that could be of benefit fbrEalropean regions. The theme ‘innovation and
information society' was a common suggestion atfitise Steering Committee held in Naples on
June 29th.

Looking at the results of the qualitative analyshs,'knowledge economy and information society'
theme is of major relevance for the regional actAsswe can see in Table 9, innovation potentials
and (ICT)-connectivity are ranked second and thiftdr the allocation of EU funds in convergence
regions. In contrast, the same themes are rankeehtte and twelfth in the phasing-in region

Valencia. This is very interesting and leads to #ssumption that innovation potential and
connectivity might be a necessary precondition ttog fostering of the economy. Once the
knowledge economy and ICT base is stable, it magsof consciousness and might therefore
become less relevant in people’s perception.

This impression is justified by looking at the intiews of the region East Macedonia-Thrace,
where the knowledge economy is, besides accesgilsiien as one of the most important factors of
economic development: "The knowledge economy iscessary factor to boost the local economy
and its competitiveness". Thereby, special attensgaid to the effective and efficient exploibati

of the knowledge infrastructure (including diffetgmogrammes) and their improvement.

The knowledge economy and information society theimeideally suited for case study
investigations because it is not dependent on amicplar geographical location and has an
explicit but different meaning for every nation aadery region. Furthermore, knowledge and
innovation are anchored deeply within the EU contéite Lisbon European Council of March 2000
set the objective of making Europe the most cortipetand dynamic knowledge based economy in
the world by the year 2010, reaffirmed in the reedwisbon Strategy in 2005. In order to measure
innovative outcomes, the European Innovation Saaeb (EIS) is a useful tool which provides a
comparative assessment of the innovation performah&U Member States under the EU Lisbon
Strategy. Also, national policies have recognidedlimportance of addressing this issue: in almost
every national policy context, knowledge and inrtmrais handled as a crucial theme.
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Recently, more and more regional actors are seekingstablish a well functioning innovation
system which provides positive outcomes for theore economy and creates a certain level of
economic stability and prosperity.

The four case studies should therefore all havectmamon title of 'innovation and information
society' within they are free to investigate theividual, region-specific tasks and issues. The
underlying consideration of this 'openness' witkpeet to different issues is a chosen intent: there
might be strong similarities among different growsegions within the EU. As a consequence,
providing four different examples will address fodifferent groups of regions, whereas the
difference between the groups can primarily be tbumthe respective socio-economic, geographic
and political context.

In the following, a brief suggestion of an outliokthe case studies is provided (which shall be
adjusted as appropriate by each region):

e Purpose and scope

e Methodology

» Contextual placement

* EU context (political)

* national context (socio-economic, geographic, jali}

» Regional context (socio-economic, geographic, jwali

* Observations

* Results (lessons learned)

Each case study should not exceed 16 pages.

3.2 Quantitative analysis

3.2.1 Relevance and methodology

The objective of the quantitative analysis is tentify and understand the statistically significant
factors for success for convergence regions. Thisvity comprises the data gathering (and
collation) (chapter 3.2.2) and the empirical ecoatiim analysis (chapter 3.2.4). In regard to the
main research question, why some regions are sfodgscatching up and others do not, the
analysis will be of high relevance especially fbe three convergence stakeholder regions. The
analysis will show which factors determine econograwth in regions, which are still performing
poorly (most of the convergence regions) and othevghich are successfully catching up (e.g.
phasing-in region Valencia). To reach this aim, Bugopean regions under investigation (chapter
3.2.3) have first to be classified according to

» their economic performance (level of GDP around4)&thd
* their economic development (economic developme@4107),

as indicated in more detail in chapters 3.2.3 a@d}3
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The following econometric macro level analysis hmapter 3.2.4 does not only shed light on the
four stakeholder regions in terms of what are #ewvant factors for success but also serves as
example for all European regions which are facirgjomproblems in economic performance and
development. This insight will thereby be gained @ylirect comparison of the four groups of
regions as indicated in Table 13.

However, the four stakeholder regions will be higiiled in the macro analysis and their results
will be interpreted in place of all European regidagging behind. The classification of the regions
will be the first step of the empirical analysigiamill be conducted for the final report.

3.2.2 Data gathering (preliminary)

The main challenge in the data gathering is tapet complete database with all relevant indicators
retrieved from the previous analytical steps (&itare review, the questionnaires and the interviews
in the stakeholder regions). The main restrictiorthe data availability in the necessary regional
deepness (NUTS 2 level) and the actuality (yea7208ccording to the results of the interviews
(to be completed) and the questionnaires, diffefactiors MUST be included in the econometric
analyses. Those factors can be divided into

* data to measure economic performance (such as GiRgor employment) and

e data to explain economic performance: so calledtion factors such as accessibility or
taxation.

Table 10 shows the preliminary factors and indisatahich have firstly been evaluated as
important or very important (and therefore mustibeluded in the analyses) and which are
secondly on hand for the econometric analyses.ortler of different factors in Table 10 is still
random regarding their importance. For the fingloré and in the econometric analysis, the factors
will be incorporated as weighted values in accocdato the final results of the interviews and
guestionnaires.

Table 10: Factors and indicators for success for the econometric analysis (preliminary result)

factors | Indicators

left hand variables the "success" of regional economies
data to measure economic performance

economic performance | real GDP, employment

right hand variables: factors and indicators of regional success
data to explain economic performance: locationofect

1 knowledge and patents, Shanghai score points, HR in scienceeuihblogy
innovation potential
population population density, population changes
economic aspects unemployment, Informal econ@mployment in high-tech industies
accessibility, multimodal accessibility, Communication technology
connectivity

5 EU funds policy EU structural funds
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6 administration and | corruption index
governance
quality of life To be completed
decentralisation decentralisation Index
taxation manpower taxation, company taxation
10 | regulation regulation of product and labour retsk
11 _gelog_raphical distance from the economic or political centrehte tegion
isolation

Table 11 shows sources and details of the variodisators. For the final report this table will be
completed by further research and by the missisglt®from the interviews.

Table 11: Description of Indicators and sources for the econometric analysis (preliminary result)

ns

Indicator Description and sources

real GDP total and per capita. Time series dataaadable for most of regions at NUTS
level of the EU 27 countries (Oxford Economics Datse). Data of some regio
can only be retraced until 1995 or even 1996 (Bidga

employment Oxford Economics Database. Data on NU&®%3 for all regions only starting

from 1997 for workplace based employment, thougloroplete time series at
all for residence based employment due to missatg fbr Bulgaria up until
2003, for Norway up until 1999 and for Switzerlaamttt Denmark up until the
present days.

unemployment

level and rate from Oxford Economi& Bata on NUTS2 level for almost all
regions starting from 1999 (except Bulgaria, Derlogard Switzerland).

population EUROSTAT: data on NUTS2 level for almaktregions starting from 1994
(except Denmark, Poland and Slovakia).
area EUROSTAT: complete

corruption index

Transparency international, wwangparency.org (1998-2008)

informal economy

International Labour OrganisafftirO)

accessibility

potential accessibility multimodal2@01 available on regional level (databast
of ESPON). Since only on NUTS3 level available, GR#ghted average of
NUTS2 or NUTSL1 level.
Three missing regions: Azores and Madeira of Paitag well as the Canary
Islands of Spain.

communication technology

share of internet use02 plus proportion of firms with own website2@02
(ESPON database on NUTS2 level). Averages for BelgiGermany and UK
data (NUTS1),
population weighted for internet users, GDP weiglte firms. Missing data for
Norway and Denmark, partly for Finland. For somasimn Switzerland has
identical values for all regions.

patents

applications to EPA for 2004 on NUTS2 I€E#IROSTAT). Missing data on
Denmark, Norway, Switzerland and London.

hr in science and
technology

EUROSTAT, 2007, complete

employment in high-tech

D

EUROSTAT, 2007, missingadat some regions of Bulgaria and Greece.
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industies

shanghai score points Shanghai Jiao Tong Unive 297

regulation Labour and product markets, 2006, OEGiEaBase. Missing data on Bulgaria
and Romania.

taxation companies and qualified manpower, 2007KBASEL Database. Estimates or
regional level for Eastern European countries aatiglly for France. Missing
data on Bulgaria, Greece, Portugal, Romania antibppiSwitzerland.

decentralisation BAKBASEL decentralisation index080ncluding administrative, functional,
political and vertical decentralisation, decidinganomy, financial autonomy, as
well as quantitative, qualitative and decentraiisaindicators.

EU structural funds for the period 1994 — 1999icidf document form EC, only Objectives 1, 2 and
5b (2 and 5b were merged after 2000) used, obyjiaurgly for countries having
joined the Union before 1994.

For the period 2000 — 2006: official site of the@uean Commissions’ regiona
policy:

http://ec.europa.eu/regional_policy/country/prondiéx_en.cfm  Using only
objectives 1 and 2. Since “for the 1994-1999 an@D2P006 programming
periods the Commission has only been responsibldnéoamounts per Member
State or per programme...”, multiregional progrararad to be allocated by
estimation, with the regions with the lowest GDP. peceiving the highest shar
(1 - share of GDP p.c. of total GDP p.c.). Missifaga obviously on Bulgaria an
Romania as well as on Denmark.

o D

Note: due to regional reforms in Denmark, it ididiflt to find data or to allocate it properly toet new regions.

Furthermore, the factors must be subdivided inettouategories (according to what have already
been made theoretically in Table 2):

» factors that are in the competence (under contfdhe regional or local authorities (such as
culture, parts of education, in some countriesggxe

» factors that are in the competence (under contfdf)e national or supranational authorities
(such as legal system, regulation of labour marketd for many countries the tax system),

» factors that are not under political control (exomes factors, such as climate or
geographical part of accessibility).

3.2.3 Regions under investigation

It is clear that no relevant statistical analysas ©e carried out using data for the four stakedrold
regions alone. Therefore data will be used forftlewing regions shown in Table 12. The regions
are further classified in old and new (eligiblecgir2004 or 2007) EU member states.

Table 12: Regions under investigation16

Country* Name Number | Eligible NUTS-
since level
2004/2007

Belgium Regions 3 NUTS1

Germany Bundeslander 16

16 principle: highest politically relevant sub-natibtevel (= region)
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The UK Government Office Regions 12
Austria Bundesléander 9
Bulgaria Planungsregionen 6
Czech Republik Groups of Kraje 8
Denmark Regions 5
Finland Suuralueet 5
France Regions (without overseas) 22
Greece Periferies 13
Hungary Groups of Comitates 7
Ireland Statistical Regions 2
Italy Regione 21 NUTS 2
Netherlands Provincies 12
Norway Landsdelene 7
Poland Wojewddztw 16
Portugal Regions** 7
Romania Planungsregionen 8
Sweden Riksomrade 8
Slovakia Groups of Kraje 4
Spain Comunidades (without Ceutal, 17
Melilla)
Switzerland Cantons 26 NUTS 3
Total: 234

*Countries without politically relevant regions (Qws,
Luxembourg, Malta and Slovenia) will be excludeahfrthe database and the study.

Iceland, Latvia, Liechtenstein,

**Portugal: The 5 regions on the mainland are oofyadministrative relevance; however Madeira andrAg are
autonomous regions.

Given the data from above, this will establish tdentification of (1) a group of successful
European regions, that were below the average &eeind 1994, but have seen consistently above
average growth rates since then (thus succesgfatishing up), and (2) a group of unsuccessful
European regions, that were below the average &eeind 1994 and have experienced consistently
below average growth rates since then for bothdldeand the new member states (thus still
performing poorly).

3.2.4 Econometric analysis

This economic and statistical assessment of pegnoaand potential influencing factors to explain
differences in economic performance between stramgd) weak regions in Europe with special
emphasis on factors that are of special interelstgiging areas will be the core of the projecwilt
include reflection on the two periods of EU Cohaskolicy (1994-1999 and 2000-2006). The
extensive econometric analysis will explain thefetégnces in economic performance of regions
within and across countries using differences efahove factors.
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The empirical analyses can be divided into twodfirst, the number of variables that might have
an explanatory influence on the differences in ecaic performance has to be reduced by
employing a factor analysis and identifying prineigomponents. The result of that first step will
serve as an input to the econometric regressioremod

Second, the econometric analysis will show whicttdies help explain variances in economic
performance between different convergence regidnsthis end an econometric model of the
following form will be tested:

Performance = + Bl*X 1+ Bz*X2 +[33*X3 + ... +Y1*Z]_ +’Y2*22 + 'Y3*23 + ... t¢,

wherea, p andy are fixed but unknown parametetds an error term, X are various economic and
political variables affecting economic performanghich cannot be influenced by the regional
authorities (such as geographical accessibilitynational regulation). Z are different aspects of
variables that can be influenced by regional autilesr(such as infrastructure or education). The
variables X and Z are used to explain the variarigeerformance over the different regions. In this
model, the X-variables serve as control variablgs|e the Z-variables deserve our full attention:
Hypotheses will be derived for eaprandy-parameter. The statistical relevance of the (palrly
regional) policy variables can then be tested mpte Wald-tests (see below).

Performance in the above equation is primarilylével of economic activity (GDP per capita) and
the dynamics of economic activity (GDP growth). Hawer, it is also possible to use this
framework for explaining the social participatiaate (employment in percent of the population) or
job growth. When using GDP growth as an endogeratiable, the equation has to be amended by
the GDP per capita level at the beginning of thewgn period to account for different starting
levels. Technically, this level term acts as amreoorrection term which can be interpreted (and
tested for) as a conversion term.

As mentioned above, there will be a variety of oegi policy indicators in the databank. Obviously
it will not be possible to include them all in artoeometric regression. Problems from
multicollinearity and the loss of degrees of fremdavill most probably lead to insignificant
estimates only. To reduce the number of varialmegxXplaining variation in economic performance
the identified principle components from a factoralgsis (see above) will be used as well.
Alternatively, indicators attracting high attentionthe political discussion (such as the distiidnut
of taxes) will be used.

Two types of estimation methods will be used:

(a) cross section regression analysis using aveeageinformation (such as GDP 2000 to 2006) or
average rates of change (such as GDP growth 192d0®),

(b) panel data regression analysis pooling crostsosewith annual time series information (as from
1994) allowing to include much more information amchness to the analysis. However, this
approach is much more demanding, especially bedhesehole lag structure has to be modelled
explicitly.

The complete list of factors and indicators will bsed after the completion of the qualitative
analysis and further research on data availabiigccordance with the research hypotheses.

The econometric analyses will be carried out sepréor convergence regions in the Old EU and
for convergence regions in the new EU member Statiésrwards we will be able to test whether
the estimated coefficients from the two groupsedif§ignificantly (whether the two groups are
samples from an identical population). In addittbe values of those factors that prove relevant
across the different groups of regions can be coedpa
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It also might be helpful for the understanding cb@omic development to use data from all regions
in Europe but according to the following distinctiof four categories:

Table 13: Distinction of regions

GDP growth 1994 to 2007
high low
GDP per capita level high strong losing ground
in 1994 low catching up weak

Of course, the focus is on the regions on the Idimer (the convergence regions, i.e. the regions
that started from a low level in 1994, includinggk successfully catching up and the weak regions
still performing poorly). However, it is interesgiio know whether the relevant factors for the high
level regions and the low level regions are theesamdifferent, thus to know whether there might
be a different policy or policy mix appropriate ttwe convergence regions.

This analysis can be done by applying separat@peaince estimates for the four different types of
regions. However, if we are interesting whether diféerences in the estimated parameters are
significant, it is easier to combine the four greygair-wise using the following specification:

Performance = + Bl*X 1+ B]_z*D*X 1+ ... +'Y;|_*Z;|_ +’Y12*D*Z 1+ ... tg,

wherea, B, €, X and Z are defined as above. D is a dummy vhrisdiking the value 1 if the
respective region belongs to one type and O ifréspective region belongs to the other type. We
then can test for the estimated paramefés andyl2 (using Wald tests). The null hypotheses of
equality of the parameters across the regions groangder consideration (or adjacent groups in the
above table) take the following form:

B12 = 0 andyi» = 0, individually to be tested by simple t-tests,
B12 =v12 = 0, combined to be tested by an F-test.
These pairwise tests will show:
» whether high level and low level regions have #m@e influencing factors
» whether high growth and low growth regions havesime influencing factors
» whether strong and losing-ground regions have d@heesnfluencing factors
» whether weak and catching-up regions have the gafinencing factors
» whether catching-up and strong regions have the saflmencing factors
* whether weak and losing-ground regions have theesafluencing factors
respectively, whether the size of the influenceléntical or different.

As a result of this extensive empirical analysghtl should be shed on issues such as:
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* Which aspects of regional policy help and which amest important for explaining
economic performance?

* Which policy areas “count” for regional developmeamd should be put into the hands of
the regional level?

* Which aspects of regional policy help and which amest important for explaining
economic performance in which type of regions?

» Are there significant differences in the relevaméethe factors for the different types of
regions?

5.3. Synthetic compilation

In this part of the analysis, the results from fnevious parts will be brought together into one
coherent view: What are the lessons stakeholdetseamonal decision makers can learn from this
targeted analysis? What are the common resultsediterature review, the qualitative analysis and
the quantitative analysis? Where did we find desret? How can they be interpreted? Can
nevertheless conclusions be drawn for policy mekiitgwill also be interesting for the overall

objective of the project to compare the econometidcomes with the results from the

guestionnaire (what do the regional decision makigrk are the relevant factors for prosperous
development and what are the statistically sigarftdactors?).

This reasoned synthesis of the results (literataterviews, questionnaires, econometrics and case
studies) will be presented to and discussed witltypmakers in the regions in order to deepen the
relevance of the results and to improve the prasent of the results. This will include
benchmarking and bench learning experiences tdorem the use of the targeted analysis in the
implementation of operational programmes and iategic decision making.

The project will be concluded by a final report,nssting of distinct parts suitable for
politicians/policy decision-makers, socio-econorpi@ctitioners and academics. Selected topics
will provide information on experiences, methodaésg and strategies including public
administration and EU Structural impacts. The FReport will include the four case studies.

To ensure optimal effectiveness and efficiency bé tproject, upstream and downstream
communication is crucial during the whole projektteraction with all regions involved will
permanently challenge both the research procestharmltcomes of the research. For this purpose,
local expertise and close collaboration with thgioeal stakeholders by the TPG is a fundamental
key to the success and relevance of the research.
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Graph A2: All questions, East Macedonia-Thrace
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Graph A3: All questions, Podlaskie
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Graph A4: All questions, Campania
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Graph A5: All questions, Valencia
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Graph AG6: All questions, politicians
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Graph A7: All questions, business commu
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Graph A8: All questions, university professors
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Graph A9: All questions, private sector
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Graph A10: Politicians
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Graph A12: University professors
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ANNEX Il Tables

Table Al: Simple frequencies of thematic groupsrpgion and professional category in East
Macedonia-Thrace

thematic groups of professional Simple frequencies of the region of
questions categories East Macedonia—Thrace
1| 2| 3| a| 5| 6| 7| 8 o 19 c@NMOL} MO sum
judge | answer
Knowledge and 1 0 0 0 0 3 4| 120 39 51 50 1 0 160
innovation 2 ol o] of 1| 1] 6] 12 17 43 39 1 0 120
potentials 3 0 0 1 1 2 1 71 17 17 22 2 0 70
4 0 0 0 0 0 0 1| 10 48 31 0 0 90
1 2 0 0 1 0 5| 10 11 11 4§ 2 0 48
Population and 2 0 0 0 0 1 6 5/ 1§ 7 5 1 0 36
social aspects 3 0 0 1 0 0 1 3 2 7 5 2 0 21
4 0 0 0 0 2 0 3 4 12 3 2 1 27
1 2 1 0 0 7| 12| 1 31 46 5p 1 4 176
Economic settings 2 1 0 0 1 2 8| 17 23 32 46 2 0 132
and structure 3 1 1 2 2 7 10 9 13 11 16 3 0 77
4 0 0 1 0 0 2 6| 13 35 41 0 1 99
1 0 0 2 1 0 4 8| 1§ 18 44 2 1 96
Accessibility 2 0 0 0 2 2 2 4 5| 25 32 0 0 72
3 1 0 1 1 5 3 4 9 9 9 0 0 42
4 0 0 0 0 0 0 2 4, 17 31 0 0 54
1 0 0 1 1 0 1 3 8] 13 3% 2 0 64
Connectivity 2 0 0 0 1 5 1 2 7] 18 17 0 0 48
3 1 0 1 0 1 0 4 4 14 2 1 0 28
4 0 0 1 0 0 0 1 4 8| 27 0 0 36
1 0 0 0 0 3 1 1 3 2 6 0 0 16
EU funds. amounts 2 0 0 0 0 0 1 0 3 3 3 1 1 12
' 3 0 0 0 2 1 0 2 1 1 0 0 0 7
4 0 0 0 0 1 0 1 0 2 5 0 0 9
1 0 0 0 0 1 4 3 71 19 3 0 0 64
EU funds, 2 0 0 0 0 0 1 1| 12 13 20 1 0 48
allocation 3 0 0 0 0 0 2 3 6 7 1( 0 0 28
4 0 0 0 0 1 0 0 4 4| 27 0 0 36
1 1 0 1 3 1 4| 18 29 42 78 2 2 176
Administration and 2 1 0 0 0 3| 11 114 21 4% 3b 5 0 132
governance 3 1 0 1 1] 11 7| 11 15 9 19 2 0 77
4 1 0 1 0 1 1 1 9] 51 34 0 0 99
1 1 0 0 0 3 7| 13 279 4% 7Y 2 1 176
Quality of life 2 0 0 0 1 2 8 71 22 34 58 0 0 137
3 3 1 1 0 3 1 6| 17 26 18 1 0 77
4 0 0 2 0 0 2 2 6] 26 59 0 2 99
1 0 0 0 0 0 0 2 3 2 9 0 0 16
Decentralisation 2 0 0 0 0 0 0 2 3 3 3 1 0 12
3 1 0 0 0 2 0 1 0 1 2 0 0 7
4 0 0 0 0 0 0 0 0 8 1 0 0 9
1 0 2 0 0 5 7 4 6 0 6 2 0 32
Regulation 2 1 0 0 2 4 2 4 5 4 0 2 0 24
3 3 0 1 0 1 4 0 3 1 0 1 0 14
4 0 0 0 1 1 2 2 2 8 2 0 0 18
1 0 1 1 0 1] 11 4| 10 16 20 0 0 64
. 2 1 0 0 2 1 4 8 6 9] 13 4 0 48
Taxation 3 0| 1| 4| o] 4| 4| 5] 3 2/ 5 0 0 28
4 0 0 0 0 1 2 2 4, 10 17 0 0 36
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Table A2: Simple frequencies of thematic groupsrpgion and professional category in Podlaskie

thematic groups of professional Simple frequencies of the region of
questions categories Podlaskie
12| 3| 4| s| 6| 7| 8 9 19 MO MO sum
judge | answer
Knowledge and 1 0 0 0 2 6 9 19 | 26 | 28 | 15 5 0 110
innovation 2 0 0 0 5 9 8 12 | 18 | 24 | 20 4 0 100
- 3 0 2 2 1 2 4 8 15 | 10 5 1 0 50
potentials
4 0 0 0 1 0 2 15 | 17 | 27 8 0 0 70
1 2 0 5 1 3 6 6 5 1 3 1 0 33
Population and 2 3 5 3 0 6 3 6 3 1 0 0 0 30
social aspects 3 0 0 2 3 1 3 3 3 0 0 0 0 15
4 3 0 1 1 1 2 7 5 0 0 1 0 21
1 0 2 4 4 2 20 | 14 | 28 | 22 | 24 1 0 121
Economic settings 2 4 3 6 4 |11 ] 9 |12 126 |15]| 20 0 0 110
and structure 3 1 2 0 3 7 9 8 7 9 8 1 0 55
4 1 0 2 3 5 3 13 |16 | 19 | 15 0 0 77
1 0 0 0 1 6 4 6 11 | 15 | 21 2 0 66
I 2 0 0 0 0 3 5 14 7 10 | 20 1 0 60
Accessibility 3 02 11116296 1 0 30
4 0 1 1 1 0 2 2 8 14 | 13 0 0 42
1 0 0 0 0 0 1 5 7 7 | 24 0 0 44
. 2 0 0 1 1 2 2 5 10 9 10 0 0 40
Connectivity 3 0olololol1]1 1[5 7 a 1 0 20
4 0 0 0 1 0 0 2 2 10 | 12 0 1 28
1 0 0 0 0 0 0 1 1 2 7 0 0 11
J 2 0 0 1 0 0 1 2 1 3 2 0 0 10
EU funds, amounts 3 0ololololol1 o202 0 0 5
4 0 0 0 0 0 0 1 0 2 4 0 0 7
1 0 0 0 0 0 0 3 8 11 | 22 0 0 44
EU funds, 2 0 0 1 1 2 1 8 11 | 7 9 0 0 40
allocation 3 0 0 0 0 1 0 2 3 7 7 0 0 20
4 0 0 0 0 0 0 2 4 6 16 0 0 28
1 1 0 1 2 9 12 | 18 | 27 | 26 | 23 2 0 121
Administration and 2 1 1 0 7 |10 |11 (20|19 | 16 | 21 4 0 110
governance 3 0 1 2 1 0 3 |13]12 13| 7 3 0 55
4 0 0 1 1 1 4 5 27 | 25 | 12 1 0 77
1 1 0 1 4 6 14 | 21| 28 | 27 | 18 1 0 121
. . 2 1 5 13 3 151 20 | 11 8 21 | 11 2 0 110
Quality of life 3 2102 1]10]9 127 8]0 4 0 55
4 2 1 1 1 0 8 9 24 | 11 | 13 6 1 77
1 0 0 0 1 0 1 2 0 3 4 0 0 11
L 2 0 0 0 1 0 3 2 0 3 1 0 0 10
Decentralisation 3 ) ) ) o ) ) 1 1 3 o ) ) 5
4 0 1 0 0 1 0 1 3 1 0 0 0 7
1 0 1 0 2 3 2 4 6 3 1 0 0 22
. 2 0 0 0 1 3 4 5 2 2 2 1 0 20
Regulation 3 0ololol1 o2 2203 0 0 10
4 0 0 0 2 0 0 1 7 2 2 0 0 14
1 0 0 0 0 3 7 7 8 10 9 0 0 44
. 2 0 1 0 4 4 3 5 5 9 8 1 0 40
Taxation 3 0101|004 4622 0 0 20
4 0 0 2 3 4 2 2 1 9 4 1 0 28
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Table A3: Simple frequencies of thematic groupsrpgion and professional category in Campania

thematic groups of professional Simple frequencies of the region of
questions categories Campania
12| 3| 4| s| 6| 7| 8 9 19 MO MO sum
judge | answer

Knowledge and 1 0 1 0 0 5 6 10 | 17 | 18 | 23 0 0 80
innovation 2 0 0 1 0 3 3 8 14 | 19 | 22 0 0 70
- 3 0 0 0 1 3 9 6 21 | 33 | 37 0 0 110

potentials

4 0 1 0 5 4 10 | 12 | 34 | 27 | 46 1 0 140

1 0 0 0 0 3 4 3 9 1 2 2 0 24

Population and 2 0 2 2 1 3 1 5 6 1 0 0 0 21
social aspects 3 1 2 8 1 2 2 3 5 3 4 1 1 33
4 1 7 4 2 1 7 3 9 6 0 2 0 42

1 0 1 0 4 16 4 16 | 15| 19 | 12 1 0 88

Economic settings 2 0 0 2 2 1 7 | 2411416 | 11 0 0 77
and structure 3 0 0 1 3 6 |10 | 17 | 24 | 27 | 32 1 0 121
4 0 2 1 4 10 | 12 | 35 | 37 | 25 | 27 1 0 154

1 0 0 0 0 0 1 16 | 14 | 13 4 0 0 48

I 2 0 0 0 1 2 2 7 7 14 9 0 0 42
Accessibility 3 00 0|1 2|4 11|17 |11]19] o0 1 66
4 0 0 0 0 6 10 | 15 | 21 | 25 6 0 1 84

1 0 1 0 0 0 4 9 7 5 6 0 0 32

. 2 0 0 0 0 2 0 5 7 8 6 0 0 28
Connectivity 3 00 11036116 16] o0 0 44
4 0 0 0 3 6 5 6 10 | 21 5 0 0 56

1 0 0 0 1 0 1 3 0 0 3 0 0 8

J 2 0 0 0 0 0 1 4 1 1 0 0 0 7

EU funds, amounts 3 0olololol2]ofol1]2]6s 0 0 11
4 1 0 0 2 0 2 3 3 2 1 0 0 14

1 0 0 0 0 0 0 2 3 13 | 14 0 0 32

EU funds, 2 0 0 0 0 0 1 2 3 7 15 0 0 28
allocation 3 0 0 0 0 1 2 2 12| 7 | 20 0 0 44

4 0 0 0 0 4 1 8 7 11 | 25 0 0 56

1 0 0 0 0 4 13|14 |11 | 24 | 21 0 1 88

Administration and 2 0 0 1 1 2 4 |12 | 26 | 14 | 17 0 0 77
governance 3 1 0 0 2 5 7 |19 25|24 | 38 0 0 121
4 0 0 2 0 5 18 | 26 | 29 | 34 | 39 1 0 154

1 0 1 0 0 4 8 1312120 | 21 0 0 88

. . 2 0 0 0 0 4 8 11 | 12 | 26 | 16 0 0 77
Quality of life 3 1|2 1]0 4|7 [14|31]27]33] o0 1 121
4 1 0 3 6 6 10 | 13 | 20 | 30 | 64 1 0 154

1 0 0 0 0 1 0 2 1 4 0 0 0 8

L 2 0 0 1 1 1 1 1 1 1 0 0 0 7
Decentralisation 3 7 ) 5 o ) 1 5 1 1 ) ) ) 11
4 1 0 0 1 2 3 0 3 3 1 0 0 14

1 2 0 0 1 2 3 4 4 0 0 0 0 16

. 2 1 0 0 5 0 0 2 4 2 0 0 0 14
Regulation 3 0lo 11226531 1 0 22

4 0 0 0 3 3 4 8 4 5 1 0 0 28

1 0 0 0 0 6 2 9 8 5 1 1 0 32

. 2 0 0 0 0 6 6 7 4 5 0 0 0 28
Taxation 3 01|13 46|53 10[11] o0 0 44

4 1 1 0 0 4 16 | 13 9 3 8 0 1 56

69



Table A4: Simple frequencies of thematic groupsrpgion and professional category in Valencia

thematic groups of professional Simple frequencies of the region of
questions categories Valencia
12| 3| 4| s| 6| 7| 8 9 19 MO MO sum
judge | answer
Knowledge and 1 0 0 0 0 4 16| 42 4d 8 [0 0 0 11(
innovation 2 0 0 0 0 0 6 42| 458 9 8 0 0 110
potentials 3 0 0 0 0 0 0 25 32 12 1 0 0 70
4 0 0 0 0 1 1 14 24 11 9 0 0 60
1 0 0 0 0 0 2 10 | 18 3 0 0 0 33
Population and 2 0 0 0 0 0 0 7 19| 5 1 1 0 33
social aspects 3 0 0 0 0 0 0 4 113 | 4 0 0 0 21
4 0 0 0 0 0 2 5 7 2 0 2 0 18
1 0 0 0 0 4 8 45 | 50 | 14 0 0 0 121
Economic settings 2 0 0 0 0 2 9 |42 49 16| 2 1 0 121
and structure 3 0 0 0 0 0 1 |26|28 |16 | 6 0 0 77
4 0 0 1 0 0 3 27 | 24 8 2 1 0 66
1 0 0 0 0 2 5 19 | 31 9 0 0 0 66
I 2 0 0 0 0 0 0 25 | 28 6 7 0 0 66
Accessibility 3 00 0|0 o0 o0 1118|112 0 0 42
4 0 0 0 0 1 2 13 9 10 1 0 0 36
1 0 0 0 0 1 7 17 | 16 3 0 0 0 44
. 2 0 0 0 0 0 5 18 | 17 3 1 0 0 44
Connectivity 3 0o lololo 1 12951 0 0 28
4 0 0 0 0 1 3 13 5 2 0 0 0 24
1 0 0 0 0 0 0 3 6 2 0 0 0 11
J 2 0 0 0 0 0 2 3 4 2 0 0 0 11
EU funds, amounts 3 0lololololo[1 231 0 0 7
4 0 0 0 0 0 2 3 0 0 1 0 0 6
1 0 0 0 0 1 5 13 | 17 8 0 0 0 44
EU funds, 2 0 0 0 0 2 8 8 17 5 4 0 0 44
allocation 3 0 0 0 0 0 0 9 |13 | 4 2 0 0 28
4 0 0 0 0 0 1 10 8 4 1 0 0 24
1 0 0 0 0 3 13 | 45 | 48 | 12 0 0 0 121
Administration and 2 0 0 0 0 1 6 |42 |50 |17 | 5 0 0 121
governance 3 0 0 0 0 0 0 |20 [ 34 |21 ]| 2 0 0 77
4 0 0 0 0 2 6 23 | 22 8 4 1 0 66
1 0 0 0 0 1 8 33 | 56 | 23 0 0 0 121
. . 2 0 0 0 1 0 4 25 | 56 | 27 7 1 0 121
Quality of life 3 0olo0o|o0]o o0 0133 23]6 0 0 77
4 0 0 0 0 2 6 15 | 19 | 15 9 0 0 66
1 0 0 0 0 0 2 5 3 1 0 0 0 11
L 2 0 0 0 0 0 1 4 4 2 0 0 0 11
Decentralisation 3 ) ) ) ) ) 0 > 3 1 1 ) ) 7
4 0 0 0 0 1 0 1 2 2 0 0 0 6
1 0 0 0 0 0 1 7 11 3 0 0 0 22
. 2 0 0 0 0 0 2 4 16 0 0 0 0 22
Regulation 3 0lolololo|lo|[5 432 0 0 14
4 0 0 0 0 0 0 4 7 0 1 0 0 12
1 0 0 0 0 4 3 17 | 16 | 4 0 0 0 44
. 2 0 0 0 0 2 2 10 | 22 6 2 0 0 44
Taxation 3 0lolololo|1 ]9 1|52 0 0 28
4 0 0 0 3 1 2 6 8 4 0 0 0 24
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