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The Regional Policy Under
The European Integration Framework
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Abstract

The paper deals with the new challenges for the E.U.27 after the latest two enlargements. One of
these challenges is the regional sustainable development. As a result, the paper analyses the
convergence and the divergence process across the E.U.27 and inside the Member States. For the
beginning, we analyse the interregional disparities and the regional policy instruments which are
able to decrease them.The next step of the analysis is to quantify the regional disparities in
Romania and across the E.U. A distinct part of the paper deals with the Cluster analysis and the
SPSS soft, the 14™ version, in order to calculate the development distance between the regions
and to forecast the regional development, as well. The paper uses statistic data, diagrams,
graphics and a dedicate soft in order to conclude that the present regional evolution across the
E.U.27 is a contradictory one.

The E.U.’s regional policy is focused on the economic working of the different regions and
tries to find solutions to two types of problems: the decrease till elimination of the chronic
interregional disparities and the evaluation of the regional policy instruments’ effects on the
regional economies, as well.

The European regional policy supports the achievement of the national objectives as: job
opportunities, an optimal growth rate and the equity distribution of the revenues and
welfare.

On the other hand, the regional policy represents the way in which the benefits of a
modern economy can be efficient distributed in order to ensure an equity development of
the whole society. This approach allows the contraception of the arrhythmias which can
operate inside the economy as a result of some excessive economic development in
specific areas (the negative externalities of the agglomeration, the inflation). On the other
hand, it ensures the economic sustainable development, supports the decrease of the
existing socio-economic disparities and prevents the apparition of other new disparities, as
well. Another favourable argues for the regional policy is that it represents the main
instrument for the complete and efficient resources’ use, especially for the labour.

The regional disparities aren’t uniform distributed. The E.U. represents a puzzle of regions
with different economic development. As a result, the regional policy concentrates the
financial resources and the technical assistance in the poorest regions and it actions like a
solidarity policy. The regional policy has a unitary character in order to ensure the
coherence of the regional development measures and the convergence of the regional
policy instruments, in order to achieve the final objective: the socio-economic stability
across the E.U.

The regional economic development is quantified using the GDP/capita. The EUROSTAT
declared that 69 regions have a GDP/capita less than 75% from the E.U.’s average and
other 43 regions have a GDP/capita greater than 125% from the same average.
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The convergence regions cover 25.6% from the whole E.U.’s population. On the other
hand, 21.4% from the E.U.’s population live in the most prosper regions and 12.1% in the
poorest regions, as well. The European poorest regions are those which have a
GDP/capita less then 50% from the E.U.’s average.

The E.U.’s average GDP/capita represents 22400 PPS. The poorest region is the North-
East (Romania), which has a GDP/capita of 5430 PPS and the most developed one is
Inner London (U.K.), with 67798 PPS. The ratio between these two extremes is 12.5 : 1.
The top of the most developed regions covers Luxembourg, Brussels, Hamburg and
Vienna.

The most developed regions are concentrated in the South of Germany and U.K., THE
North of Italy and Belgium, Luxembourg, Netherlands, Ireland and Scandinavia. The
capital-regions like Madrid, Paris and Prague have the same better situation.

The poorest regions are the South of the E.U., the East Germany, the latest Member
States and Croatia.

Regarded the latest Member States, Prague has the best position ( 35901 PPS). It is
followed by Bratislava, Kozep-Magyarozag (Hungary) and Zahodna Slovenija (Slovenia)
which have a GDP/capita greater than the E.U.’s average.

Cyprus, Malta and Mazowieckie (Poland) are the other regions from the latest Member
States which have a GDP/capita greater than 75% from the European average.

GDP per inhabitant, in PPS, [ .’-A;r.tn.t- =) Vartreaue (FR)
by NUTS 2 regions, 2005

Porcemage of EU-27 = 100

Figure no.1: GDP/capita in NUTS 2 regions (E.U.27=100%)*

! Eurostat, Eurostat regional yearbook, Luxembourg: Office for Official Publications of the European
Communities, 2008, p.39.
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The rest of the latest Member States regions have a GDP/capita less than 75% from the
European average. The regional disparities across the E.U.27 are presented in the figure
no.2.

On the other hand, some regions were affected by the European enlargement. Three
Greek regions, two Italian regions, one from Germany and one from Malta became regions
with a GDP/capita greater than 75% from the European average as a result of the
statistical effect of the enlargements from 2004 and 2007.
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Figure no.2: The representative regions using the GDP/capita (%)

The regional disparities operate inside the Member States, as well. In 2008, the greatest
GDP/capita was double than the lowest one in the E.U.27. The greatest interregional
disparities operate in the U.K. (where this ratio is 3.9: 1), in Slovakia and in France (where
the same ratio is 3.4: 1). On the other hand, Ireland and Slovenia have the lowest values
of the interregional disparities (1.5: 1). The moderate disparities have the E.U.15 states.
We can represent these disparities as in the figure no.3.
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Figure no.3: Interregional disparities using the GDP/capita®

During 2000-2008, the regional development was faster in Greece, Spain, Ireland and
some British regions and slower in Austria, Belgium, France, Germany, Italy and Portugal.
The latest Member States, especially Latvia, Lithuania, Estonia, Hungary, Romania, Czech
Republic and Slovakia had an average rate of growth greater that the European average.
On the other hand, seven Polish regions achieved only the European average level.

The structural and regional European policy is based more on political than economic
reasons and the past lessons represent a good indicator of the possible regional socio-
economic development trend.?

In order to have an optimal regional policy, it is necessary that its objectives to be exactly
defined, because the regional policy instruments differ according to the established
objectives. According to these objectives, we can realise analysis for different regions and
we can establish the areas which are under every objective. As a result, the costs
decrease and the regional development policy become more coherent.

On the other hand, the achievement of the different objectives needs a different approach
and a different use of the regional policy instruments, as well.

Moreover, it is impossible to estimate the efficiency of the regional policy into a specific
area if we don’t know what exactly we want to achieve from the policy implementation in
this area.

? Eurostat, Eurostat regional yearbook, Luxembourg: Office for Official Publications of the European
Communities, 2008, p.42.

* Boldrin M., Canova F., Inequality and convergence: reconsidering European regional policies, Economic
Policy 32/2000, pp. 2071 253.
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The Common Strategic Directives for the Socio-Economic Cohesion 2007-2013 identify
three essential priorities connected to the definition and implementation of the measures
which are financed by the Structural and Cohesion Funds:

V the improvement of the Member States, regions and towns attractiveness: better
accessibility, better services and environment preservation;

V the support for the innovation, entrepreneurship and knowledge base economy:
new R&D capacities, new informational and communications technologies;

V more and better jobs: more entrepreneurs, better adaptability of the labour and the
enterprises, greater investments in the human capital.*

The strategic objectives of the European regional policy follow the individual objectives of
the Structural Funds. As a result, the instruments of the regional policy can be analysing
as the following:

Instruments of Instruments of
the the
microeconomic macroeconomic
policy policy

Regional
policy
Instruments of
Instruments of the E.
the gove_rnment regional policy
policy

Figure no.4: Instruments of the regional policy

The instruments of the microeconomic policy influence the labour and the capital allocation
between different industries and inside the region. The instruments of the microeconomic
policy support the change of the regional revenues and expenditures. The instruments of
the government policy realise the coherence between the national and regional policies.
The E.U.’s regional policy instruments are focused on the socio-economic cohesion
between the Member States and the achievement of the European average development
level for the candidates to the adhering.

An efficient regional policy works according to the coordination principle. That means a
good coordination between the microeconomic policy instruments and between these and
the macroeconomic policy instruments, as well. On the other hand, the same principle
implies a good coordination between the E.U.’s regional policy and the regional policy of
every Member States, and between the national regional development policy and the local
policy in every region

The microeconomic policy’s instruments which have impact on the regional development
are focused on the labour and capital reallocation. According to the labour, these
instruments are implemented as policies:

* http://ec.europa.eu/regional_policy/sources/doccoffic/2007/osc/index_ro.htm
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V the policy of the loco mobility stimulation: implies the stimulation of the labour
mobility from a profession to another in the same region, in order to develop some
specific activities;

V the transfer policy: implies the labour migration from a region to another. The costs
of this policy implementation are greater;

V the intraregional reallocation: is based on the labour retraining and professional
reconversion;

V the interregional reallocation: implies more expensive measures, as: the promotion
of the destination regions and the financial support for the emigrants.

The capital reallocation policy promotes the indigene development of the regions.

This policy transfers the capital to the less developed regions, using:

V the fiscal incentives: taxes and subventions. The buildings’ leasing, the subventions
(for wages, goods transport, energy, prices), the decrease of the interests and rents
and the exports’ promotion have positive impact on the capital location;

V the improvement of the capital market function: the credits’ guarantee, the
provisions for the risk capital and the transactions’ guarantee;

V the public administration’s control on the spatial location of the economic activity:
the promotion of the enterprises in specific areas, the custom taxes’ relax, the
decrease of the bureaucracy and the monitory of the industrial enterprises.

The macroeconomic policy’s instruments used for the regional development are the trade,
the fiscal and the monetary policies. They operate as taxes and duties which are able to
stimulate the labour and the economic activities’ transfer from the supra-development
areas to the less development areas, as well. The E.U. represents a mosaic of nations and
every Member State has a different degree of centralisation/decentralisation of its policies.

f EUROPEAN UNION \

J

Figure no.5: Regional policy decentralisation

Nowadays, the specialists analyse the most efficient way to divide the subventions
between capital, labour and output and those which are focused on the regional policy
direction. As a result, there are necessary the permanent redefinition of the regional
policy’s instruments and their continuous adaptation to the territory situation.®

In the figure no. 5, the different colours describe the different rates between centralisation
and decentralisation. As a result, the regional policies are restricted by this ratio

®> lonescu R., Marchis G., The strategies of the communitarian and regional development, Danubius
Publishing House, 2006, p.57.
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centralisation/decentralisation, by the role of the national authorities regarded the
European authorities and by the report between the local and the national authorities.

On the other hand, the E.U. wants to be a unitary organisation, a complex and coherent
ensemble. This is the reason of the European policies’ implementation decentralization in
order to coordinate the national and the common policies.

The macroeconomic policy’s measures which are able to influence the regional
development are the following:

V the discriminatory monetary policies: the credit facilities for those enterprises which
activate in the less developed regions;

V the discriminatory tariffs and other instruments: the E.U.’s tariffs on textiles imports
which have the production concentrated in low developed areas;

V the discriminatory policies connected to the given taxes and subventions between
different regions: it represents the automatic stabilizers (revenues taxes,
contributions to the social insurance) and the discretionary measures (the support
for those enterprises which activate in the low developed regions, the deliberate
support for the governments programs from the low developed areas which are
focused on the transport infrastructure transport and the health).

Another discriminatory measure is the public aid. The use of the public aids under the
regional development is made in accordance to the communitarian regulation about the
competition. The public aid has to be justified by its contribution to the regional
development and/or to be used for the real regional disparities decrease. The public aids
depend on the available resources and have an important impact connected to the
European structural interventions.

During 2007-2013, the public aids have to decrease as a result of the more strict
regulations and the significant losses of these measures. As a result, the European
specific regulations impose restrictions under the regional approach, as the following:

V the spatial criteria for the assisted regions’ selection: according to the Article no. 87
(3) a or c from the Treaty;

V the quantitative or the volume restrictions: are established as the top intensity aids
and they decrease the regional aids level for those great investment projects which
are implemented in the assisted regions, according to the
formula: A=R3 (50+0.58+0.34C), where A represents the approved level of the

aids, R — the unadjusted limit of the aids’ intensity, B — the eligible expenditures
between 50 and 100 million Euros and C — the eligible expenditures over 100
million Euros. The quantitative or the volume restrictions are presented into three
documents of the European Commission: Regional Aid Guidelines (1998),
Multisectoral Framework on Regional Aid to Large Investment Projects (2002) and
Vademecum Community Rules on State Aid (2007);

V the restrictions regarding the aids’ approve and use: the public aids have to respect
some needs in order to decrease the effects of the distortion competition. This
means the decrease of the exceeding production capacities of those firms which
operate in sectors with decreasing demand, as a first condition to accord the public
aids.
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On the other hand, we can conclude that the development strategies represent a mix
between the interventionism and laissez-faire. The E.U. adopts the directions of the
common policies, but the Member States have their own responsibilities in order to
implement them under the national framework. As a result, the individual interests of the
Member States are harmonised to the general interests of the E.U.

The Romania’s adhering to the E.U. in 2007 supports the realisation of a Post-Adhering
Strategy during 2007-2013, which is able to monitory the manner in which Romania is
reported to the future of the E.U. and to define a Romanian development model
compatible to the European standards. A rational and efficient strategic comportment
offers credibility to Romania in its relationship with the foreign partners and it represents
the base of the successful implementation of the acquis.

The Post-Adhering Strategy for Romania is divided into three chapters (the internal and
the European construction evaluation at the adhering moment, the post-adhering
development of Romania and the strategic position of our country beside the main
European themes) and covers the strategic directions between 2007-2013 and 2014-
2020, as in the table number 1.

Table no.1: The Post-Adhering Strategy for Romania

Period 2007-2013 2014-2020
Fundamental | Social cohesion based on the | Romania as a performance Member
objective economic and institutional | State

consolidation
- the growth of the economic | - the achieving of the European
efficiency; economic and social standards;
- the decrease of the social | - the consolidation of  the
and regional dispatrities; administrative decentralisation;
- the growth of the resources’ | - the attenuation of the demographic
capitalisation; crisis’ effects;
0 - the adhering to the Euro |- the active implication to the
1= zone till 1% of January 2014; European decisional process;
o - the growth of the Romania’s | - the resources’ stimulation for those
5 contribution to the European | domains which present a competitive
% construction. advantage,;
Q - the efficient and sustainable
o management of the energy under the
« environment protection.

One of the national horizontal strategies is the National Reform Program 2007-2010 which
was elaborated according to the Revised Lisbon Strategy and which represents the
strategic framework for the European policies integration connected to: the macro and
micro economy, the public administration and the labour, as well.

This program was revised in 2007 and it was divided into six priorities: the improvement of
the administrative capacity, the improvement of the quality and government expenditures’
management, the improvement of the markets’ working, the improvement of the business
environment, the growth of the employment and the improvement of the life quality.
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Nowadays the Romanian territory is divided into eight NUTS 2 regions, as the in figure
number 6.

Figure no.6: The Romanian regions according to the NUTS 2

In 2008, Eurostat considered that the less developed European region was North-East
(Romania). It had a GDP/capita of 5430 Euros, which represented 24.2% from the
European average. All Romanian regions are in the low developed category; the

exceptions are Bucharest and West.®

Table no.2: The European regions top according to the regional GDP/capita
(PPC, E.U.27=100)

The richest regions (%)

The poorest regions (%)

1 Inner London (UK) 303 1 North-East (RO) 24
2 Luxembourg (LU) 264 2 Severozapaden (BG) 27
3 Brussels (BE) 241 3 Yuzhen tsentralen (BG) 27
4 Hamburg (DE) 202 4 Severen tsentralen (BG) 28
5 Wien (AT) 178 5 South-West Oltenia (RO) 28
6 fle de France (FR) 173 | 6 South-Muntenia (RO) 29
7 Stockholm (SE) 172 7 South-East (RO) 31
8 gilt(l;fglsﬁrftjlji}g)n ghamshire, 168 8 Severoiztochen (BG) 31
9 Oberbayem (DE) 166 9 Yugoiztochen (BG) 33
10 Groningen (NL) 164 | 10 North-West (RO) 34
11 Hovedstaden (DK) 161 | 11 Lubelskie (PL) 35
12 Prague (C2) 160 | 12 Podkarpackie (PL) 35
13 Utrecht (NL) 158 | 13 Centre (RO) 36
14 Southern & Eastern (IE) 158 | 14 Podlaskie (PL) 38
15 Darmstadt (DE) 158 | 15 Swietokrzyskie (PL) 38
6 Eurostat,Regional GDP per inhabitant in the EU27, in News Release nr.19/2008.
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The economic polarisation degree (measured by the distribution dispersion of the
GDP/capita of the 8 regions related to the national average) has a positive trend. The
difference between the top value (Bucharest region) and the bottom value (North-East
region) of the GDP/capita grew from 2.68 : 1, in 2003, to 3.06 : 1, in 2008, as in the table
number 3.

Table no.3: The regional disparities indexes
(GDP/capita reported to the national average)

l\\l/\(;ggt' Centre N;;g:_ SE;;?_ South Bucharest S\/(\)llét;' West
2003 0,966 1,072 0,723 0,857 0,812 1,940 0,847 1,129
2004 0,972 1,042 0,692 0,907 0,834 1,915 0,833 1,147
2006 0,920 1,087 0,675 0,845 0,822 2,044 0,843 1,149

2009 0,915 1,084 0,676 0,841 0,822 2,067 0,840 1,140

According to the National Forecast Commission from Romania, the map of the GDP/capita
interregional disparities is presented in the figure number 7.’
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O mEtec 40815000 sere
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BUCURESTI

Figure no.7: GDP/capita interregional disparities

The different regional economic structures support the mosaic map of the interregional
disparities in Romania. The Southern regions (South-East, South-Muntenia, South-West
Oltenia) have a important agricultural potential which covers 15% from the regional GDP.
The GDP growth in these regions was affected by the floods in the latest years. Moreover,
the mine sector’s restructuration supported the decrease of the GDP/capita in the South-
West region. These regions have the greatest unemployment rates, as well. The great
conomic disparities are reflected by the interregional disparities, as in the table number 4.8

" National Forecast Commission, Regionaparities in 2008, Bucharest, 2009.
® Eurostat,Unemployment in the E.U.27, IN News Release no.173/2009.

ECONOMICS AND ORGANIZATION OF ENTERPRISE 3/2009 31



The Regional Policy Under The European Integration Framework

Table no.4: Interregional unemployment rate disparities

NW Centre NE SE S Bucharest SW W
2007 59 8.4 57 7.9 9.2 6.9 6.6 6.7
2008 5.9 9.0 5.9 9.0 9.4 4.8 7.1 6.4

In order to identify similarities connected to the interregional development, we used the
Cluster analysis. As a result, the development regions were classified according to their
GDP, employment, unemployment rate, the distribution of the drink water volume, the
number of the localities which are not connected to the natural gas network, the number of
beds hospital, the number of doctors and researchers, the R&D expenditures, the
investments, the modernised roads, the public roads density/100 km?, the rail lines
density/1000 km? and the touristic accommodation capacity. These data were processed
using the SPSS soft, the 14" version. The classification procedure was based on the
distances between the regions, wusing the square Euclidian distance

d; :\/é_ (Xik - Xjk)2 and the data standardisation method was the Z score. The result of
the Cluster analysis is the next agglomeration dendrogram:

Dendrogram using Average Linkage (Between Groups)

Eescaled Distance Cluster Combine

CASE 0 5 10 15 20
25
Lakel Hum +-—-———--———-— - +t-————————- - +-———-
————t
Nord-Est
Nord-Est

Sud-Muntenia

i

Sud-Est —————4

| |
Centru T E— | |
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Vest 5 |
Bucuresti-Ilfow g8

Figure no.8: The development regions under the Cluster analysis

The trend of the main regional socio-economic indicators is very difficult to estimate,
because there aren’t too expressive and the regional statistic information has a lag of 1-2
years regarding the national statistic, as well.

The Romanian interregional disparities during 2008-2010 are presented in the table
number 5.°

? http://www.cnp.ro
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Table no.5: Forcasted interregionale disparities during 2008-2010 (% evolution)

Average

The real GDP/capita Unemployment Average Employment  number of

North- Centre North-
East West

Buchares South South-
t East

South-
West

West

GDP growth (Euros) rate net wage employments
2008 6.1 5898.3 3.6 11.0 0.3 2.0
2009 5.8 6661.8 3.5 10.9 0.2 2.0
2010 5.7 7491.0 3.4 7.9 0.2 1.3
2008 5.9 6542.0 6.1 13.3 0.3 1.2
2009 5.4 7363.4 6.0 11.7 0.2 1.1
2010 5.3 8264.9 5.9 8.1 0.2 1.0
2008 6.3 5089.5 6.3 11.7 0.3 0.3
2009 6.1 5756.2 6.2 10.5 0.05 0.2
2010 6.0 6485.3 6.1 7.4 0.05 0.1
2008 6.3 5399.8 5.6 111 0.03 1.0
2009 6.1 6098.1 5.6 10.8 0.02 1.1
2010 6.0 6869.5 55 7.9 0.01 0.5
2008 6.3 5089.5 6.3 11.7 0.0 0.3
2009 6.1 5756.2 6.2 10.5 0.1 0.4
2010 6.0 6285.3 6.1 7.4 0.1 0.3
2008 6.6 12590.9 2.2 13.4 1.1 4.0
2009 6.0 14168.9 2.1 11.0 1.0 3.4
2010 5.9 15906.3 2.0 8.7 1.0 2.8
2008 6.0 5163.7 6.7 13.0 0.1 0.5
2009 5.9 5823.4 6.7 10.1 0.1 0.6
2010 5.8 6561.1 6.6 7.9 0.01 0.6
2008 6.0 7197.8 3.9 11.9 0.3 2.7
2009 5.7 8088.2 3.9 10.1 0.3 2.5
2010 5.6 9066.8 3.8 7.0 0.3 2.0

The same analysis presents that the industrial sector will have a decreasing rate of growth
during 2008-2010. The regional approach of the industry had the next situation in
Romania:

Table no.6: The interregional industrial disparities (%)

North- North- South- South-
West Centre East East South  Bucharest West West
2008 4.0 8.0 45 55 6.0 6.0 7.0 4.0
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The greatest industrial growth will be achieved in the North-East and South-Muntenia, and
the lowest one in Centre.

The interregional disparities quantification represents the knowledge support for the future
development possibilities in Romania, as a Member State.

As a result, the Romanian regional policy has to be characterised by flexibility, in order to
be differentiate applied according to regional development particularities. The final effect
will be the development of those sectors which have economic growth potential.
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