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ABSTRACT: Convergence objective seeks to promote growth within European
Union (EU) for least-developed regions. The list of regions and areas eligible
for Convergence are chosen from the NUTS-2 European regional classification.
However, as it is well-known, spatial (and temporal) measures are scale dependent.
The aim of this article is to show how sensitive Convergence selection criterion is
to the level of geographic aggregation used, assessing the impact that the use of
a different NUTS breakdown would have had on the distribution of the regional
budget among countries.
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RESUMEN: Los fondos de convergencia tienen como objetivo estimular el creci-
miento de las regiones menos desarrolladas dentro de la Unién Europea. Para que
una region pueda ser elegida debe ser catalogada como NUTS-2. Sin embargo,
como es bien conocido, el valor que toma cualquier variable no es independiente de
la escala espacial (y temporal) utilizada. El objetivo de este articulo es mostrar la
gran sensibilidad que muestra el criterio utilizado en la UE para seleccionar regio-
nes de convergencia y evaluar el impacto que tendria en la distribucién del presu-
puesto entre los diferentes paises la utilizacién de una division territorial diferente.
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128 Pavia, J. M. y Larraz, B.

1. Introduction

It is a fact that differences in development and wealth vary across space and
that without proactive policies to reduce such differences they may even tend to in-
crease (Ezcurra and Rapiin, 2006; Polzin, 2001). Despite the European Union (EU)
being one of the richest parts of the world, striking internal wealth disparities coex-
ist among its territories. Hence, EU implements regional policy in order to reduce
structural disparities between its regions. Introduced in 1988 after the adoption of
the Single European Act and incorporated as a policy into the European Community
Treaty itself (Articles 158 to 162) with the Maastricht Treaty in 1992, the regional
policy has grown progressively over the years to become the EU’s second largest
budget item, with an allocation of approximately 35.7% of the total EU budget for
the period 2007-2013 (Larraz and Pavia, 2010).

Structural and cohesion policies are the key instruments of EU regional policy
and deal with the principal regional goal: Convergence, which will absorb almost
82% of structural funds in the period 2007-2013. The amount available under the
Convergence objective is split (in 2006 prices) as follows: €199.3 billion for pure
Convergence regions, €13.6 billion for «phasing-out» regions (those regions whose
per capita GDP slightly surpassed 75% of the EU average due exclusively to the sta-
tistical effect of EU enlargement), and €69.6 billion, through cohesion funds, for the
15 member states where GDP is below 90% of the Community average (European
Commission, 2007b, p. 25).

The list of regions and areas eligible for Convergence are chosen from the
NUTS-2 (Nomenclature of Territorial Units for Statistics, level 2) European regional
classification, using regional gross domestic product (GDP) per inhabitant as variable
of reference. Thereby, the amount of aid each country receives depends crucially on
the regions the country have on the list. A list that has been modified —sometimes
after drawn-out negotiations between member states and the Commission (European
Commission, 2005)— several times. Examples may be found in Eurostat (2002),
where the changes in NUTS classification between 1981 and 1999 are shown, or in
Eurostat (2007), which presents more recent NUTS breakdowns.

In order to reduce negotiations and make the classification and changes more ob-
jective, in 2003 the EU established criteria to consider a region as NUTS-2 (European
Council, 2003). Despite the rules, there are still many regions that fail to fulfil the
requirements and, moreover, the geo-administrative criteria followed in each country
have produced a wide variety of regional sizes (in terms of both population and sur-
face area). The issue is even more worrying due to, as the regulatory procedure itself
stands, the regional breakdown being dynamic. «<Amendments to the NUTS for the
non-administrative units in a Member State [...] may be made if, at the NUTS level
in question, the amendment reduces the standard deviation of the size in terms of
population of all EU territorial units» (European Council, 2003, Art. 5.3) and besides
«changes in national administrative regions lead virtually automatically to a change
in the NUTS classification» (Eurostat, 2007, p. 10).
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The aim of this article is (i) to show how sensitive the Convergence selection cri-
terion is to the level of geographic aggregation used (assessing the impact that using
a different NUTS level division would have had on the distribution of the regional
budget among countries) and (ii) to warn about the risk that a dynamic NUTS-2 divi-
sion may entail: a government might be tempted to restructure its regional breakdown
only as a strategy to receive more funds. In this sense, this paper joins the growing
literature that points towards the need to rethink current EU-wide regional develop-
ment policies and the criteria followed to determine and select eligible regions for
aid (e.g., Bachtler and MacMaster, 2008; Boldrin and Canova, 2001; Farole et al.,
2011; Larraz and Pavia, 2010; Murias Fernandez et al., 2010; Navarro et al., 2009;
or, Petrakos et al., 2005).

Section 2 offers more details about EU regional policy and its relationship with
NUTS classifications and shows the great differences that exist, within each NUTS
category, among regions. Section 3 analyses and presents the different spatial and
budget distributions that would result in the 2007-2013 regional plan should a differ-
ent NUTS breakdown had been used. Finally, Section 4 summarises and concludes.

2. The NUTS Classification and the Regional Policy

The Nomenclature of Territorial Units for Statistics was introduced by Euro-
stat more than forty years ago for the needs of classifying territorial structures and,
nowadays, serves as a reference for the collection, development and harmonisation of
Community regional statistics, for socio-economic analyses of the regions and for the
framing of Community regional policies. It currently comprises a simple three-level
hierarchical classification based on unified methodological principles (see Table 1),
with a view to the administrative structure of each state. Each member state is subdi-
vided into a whole number of NUTS-1 regions, each of which is in turn subdivided
into a whole number of NUTS-2 regions and so on to form NUTS-3 level. Of these
divisions, NUTS-2 division is the reference to distribute the EU regional budget, dis-
carding NUTS-1 and NUTS-3 as secondary. Actually, according to Eurostat (2007,
p- 10): «NUTS-1 (major socio-economic regions grouping together basic regions)
should be used for analysing regional Community problems [... and] NUTS-3, which
broadly comprises regions which are too small for complex economic analyses, may
be used for specific analyses or to pinpoint where regional measures need to be tak-
en» (Italics added by authors).

Despite founders of EEC being most likely conscious that the benefits of the
Treaty of Rome would be asymmetrically distributed, it was not until 1975 when
the seeds of the present EU regional policy were planted. In its early formulation,
however, a system of national quotas for the allocation of funds applied and eligible
regions within each country were determined by the states. In 1988 —after the ac-
cession of Greece, Spain and Portugal, the adoption of the single market programme,
and the entering into force in 1987 of the Single European Act— the European Coun-
cil (1988) decided to significantly increase Structural Funds and to establish a real
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European regional policy that, using (former regional European commissioner) Hiib-
ner’s words (2008, pp. 2-3), «is the market “visible hand” which aims at balanced and
sustainable development while fostering economic integration throughout the EU as
a whole.» NUTS classifications have been used in EU legislation since 1988, although
it was in 2003 when a regulation on NUTS was adopted as a part of the process to
adapt EU regional policy to the enlargement towards the East of Europe.

According to the regulation, the NUTS level in which a given class of administra-
tive units in a member state must be established is determined using the population
thresholds given in Table 1. These thresholds must in turn be used as a reference to
constitute, by aggregating an appropriate number of existing smaller contiguous ad-
ministrative units, a given level of NUTS in those countries where no administrative
units of a suitable scale exist (European Council, 2003, Art. 3).

Table 1. Population Thresholds to Define EU NUTS Levels

Level Minimum Population Maximum Population
NUTS-1 3 million 7 million
NUTS-2 800,000 3 million
NUTS-3 150,000 800,000

Source: Own elaboration from European Council (2003).

Formally, the legal framework for the geographical division of the territory of the
European Union was introduced to establish clear rules for future amendments that
could manage in the smoothest possible way the impacts of changes in the adminis-
trative structures of the member states, and in order to gain comparable data, mainly
economic, on the areas, harmonising the collection, transmission and publication of
regional statistics «so that all operators in the single market can be provided with
comparable statistical data» (European Council, 2003, p. 1). Some important differ-
ences in the NUTS categories however remain. Despite the aim of ensuring that re-
gions of comparable size appear at the same NUTS level, each level contains regions
that differ greatly in terms of area, economic strength, administrative powers, and
even population.

Indeed, the fact that according to the normative the actual political, administra-
tive and institutional situation of each country must be respected along with the wide
margins and the great flexibility that the rules impose to constitute non-administrative
units —which must reflect economic, social, historical, cultural, geographical or en-
vironmental circumstances (European Council, 2003)— have permitted large differ-
ences in the three levels, both among and within countries. Focusing on level two,
Figure 1 shows that regions vary enormously in terms of population size, despite
NUTS-2 average populations of all member states falling within thresholds. This un-
doubtedly contrasts the goal of ensuring impartiality to compile and use comparable
regional statistics to consequently distribute the EU regional budget.
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Figure 1. Box and Whisker Plots: Regional Population
(average 2000-2002) at NUTS-2
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Note: The centre lines of the boxes indicate the country mean of the NUTS-2 regional population distribution; the
lower and upper ends of the boxes are the 25" and 75" percentiles, respectively; the whiskers extend from the lower
and upper ends of the box to cover the entire range of the population distributions, except for points deemed outliers,
which are individually indicated by stars. The two horizontal lines at 0.8 and 3 million indicate NUTS 2 thresholds, and
n represents the number of NUTS-2 regions in each country.

Source: Own elaboration using data from Eurostat.

3. Regional Size and Convergence Funds

It is well-known that the results of any regional analysis depend on the scale
of spatial (and/or temporal) aggregation used and on the specific variables consid-
ered. Regarding the second issue, GDPpc in PPS (per capita gross domestic product
measured in purchasing power parities) has been the variable employed by European
authorities to select eligible regions since EU regional policy was established. Un-
der the hypothesis that convergence in GDPpc implies real convergence among EU
citizens, the cohesion policy focuses upon helping those regions where development
is lagging behind. From 2007 to 2013, the regions targeted by the Convergence ob-
jective are those whose GDPpc in PPS is less than 75 per cent of average GDPpc in
the EU-25 for the period 2000 to 2002. Additionally, those regions where GDPpc
exceeds 75 per cent due solely to the statistical effect of the EU enlargement from
EU-15 to EU-25 (called «phasing-out» regions; which GDPpc falls between 75 per
cent and 82.2 per cent) will also receive significant amounts of aid.

NUTS-2 is employed as a basis for distributing cohesion funds, using eligible
population, regional and national prosperity, and unemployment as variables for cal-
culating the financial amounts corresponding to each country (European Council,
2006a). Of these indicators, population figures seem to be the most important in-
gredient. On one hand, there is a correlation of 0.90 between Convergence funds
assigned to each country and the total population the country has in Convergence
regions. On the other hand, this figure escalates to 0.98 for «phasing-out» regions.
Thus, populations in aided regions could be used as an indicator to assess the impact
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that the use of a different NUTS division would have on the distribution of the re-
gional budget among countries.

Figures 2, 3, and 4 display on the map the different solutions that would have been
obtained if either the NUTS-1, NUTS-2 or NUTS-3 classifications had been used to se-
lect eligible regions for aid and Table 2 contains the population sizes that each country
would have registered in Convergence and «phasing-out» regions. The first two catego-
ries in Figures 2, 3 and 4 contain the regions that fulfil the condition of having a GDPpc
less than 75 per cent of EU-25 average GDPpc over the period 2000-2002. Those re-
gions whose GDPpc surpassed the 75 per cent limit as a result of the enlargement
statistical effect are displayed in the third group (interval 75-82.2). The fourth category
includes the rest of regions whose GDPpc is under the EU-25 average. The remaining
three categories comprise the regions whose GDPpc exceed the EU-25 average.

As can be easily observed by comparing Figures 2, 3 and 4, the method of select-
ing regions for funding is quite sensitive to the scale of geographic aggregation used.

Figure 2. Regional Classification of the EU-27 at NUTS-1 through GDPpc in PPS
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Figure 3. Regional Classification of the EU-27 at NUTS-2 through GDPpc in PPS
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Source: Own elaboration using data from Eurostat; © EuroGeographics Association for the Administrative boundaries;
Cartography: Eurostat - GISCO, 07/2009.

For instance, the GDPpc of the county of Cornwall and the Isles of Scilly, a NUTS-2
region integrated into the British region of South West, is less than 75% of the UE-25
average (see Figure 2), while the GDPpc of South West (NUTS-1) amounts to more
than 100% (see Figure 3). On the other hand, the GDPpc of the Spanish region of
Castile-Leon (a NUTS-2 region) exceeds 75% (see Figure 4), whereas in one of its
provinces, Zamora (NUTS-3), the GDPpc is only 66.9% of EU-25 average. Indeed,
if (instead of NUTS-2 division) NUTS-3 breakdown were used as a reference, some
significant changes would be obtained, primarily in the former EU-15 countries.

In population-aggregated terms, the cases of Germany and UK, where some of the
major differences would have occurred, figure prominently (Table 2). For instance,
if NUTS-3 division were used, Germany would have almost six million more people
in Convergence regions and approximately one additional million in «phasing-out»
regions; while UK would have 60% more people in Convergence regions and 2,100%
more in «phasing-out» regions. Likewise, Belgium and Austria, with no Convergence
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Figure 4. Regional Classification of the EU-27 at NUTS-3 through GDPpc in PPS
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Source: Own elaboration using data from Eurostat; © EuroGeographics Association for the Administrative boundaries;
Cartography: Eurostat - GISCO, 07/2009.

regions under NUTS-2, would have 1,524 and 468 thousand inhabitants, distributed
into twelve and four NUTS-3 regions eligible for Convergence.

If NUTS-1 had been taken as reference, neither UK, Belgium nor Austria would
have been received Convergence and «phasing-out» funds, while Portugal would
have practically no population in Convergence regions. Almost all of Portugal’s
population would be found in «phasing-out» regions. The cases of Italy and Spain
also deserve some attention. With almost 17.5 million of its inhabitants in assisted
regions and nearly all of them in Convergence regions, Italy would increase these
figures to over 20.5 million people using NUTS-1 and would decrease its figures
(in practical terms) under NUTS-3 scenario. This latter situation would also affect
Spain. Spain —with around 15 million of people in assisted regions and nearly thir-
teen of these in Convergence regions— would reach more than 17.5 million peo-
ple, if either NUTS-1 or NUTS-3 were used. However, Spain would witness a truly
distinct distribution between Convergence and «phasing-out» regions. In its best
alternative scenario (NUTS-3), Spain would only have 10.5 million inhabitants in
Convergence regions.
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From the previous analysis, it follows clearly that had a different spatial break-
down been used, the population in assisted regions would have been visibly different
in many countries (Table 2); therefore the distribution of the budget among coun-
tries would have also changed. Table 3 offers an approximation of the distribution of
the amount of convergence and phasing-out funds that each country would receive
under the different EU NUTS divisions. These new allocations of funds has been
obtained under the hypothesis that amounts assigned to Convergence and «phasing-
out» regions would have maintained constant at their current levels. This hypothesis
seems quite reasonable for Convergence funds since the total population located in
Convergence regions is fairly stable at approximately 145 million under the three
NUTS classifications. For the budget devoted to «phasing-out» regions, this assump-
tion could nevertheless be debatable. In NUTS-1 and NUTS-3 scenarios, the change
would have entailed a significant increment of the population living in the areas clas-
sified as «phasing-out»: a growth of almost 50% under NUTS-1 and around 150%
with NUTS-3. This fact undoubtedly suggests that, in these cases, more funds could
have been assigned to the transitional support system, especially under NUTS-3.
Nonetheless, taking into account the residual character of this part of the budget and
the fact that it will disappear in the next period, we have considered it appropriate to
follow the same criterion fixed for Convergence funds and to maintain constant the
total «phasing-out» budget. In particular, the allocation of funds that would be as-
signed to each country under each scenario has been obtained, working out independ-
ently to allocate Convergence and phasing-out funds, assuming a linear relationship
without an intercept between funds and population. A per capita allocation for each
country has been computed by dividing the funds actually assigned to the country and
the total inhabitants the country has in each kind of eligible regions. To those coun-
tries that have no aid under NUTS-2, the average of per capita allocations has been
used as their per capita allocation. Then, by multiplying the per capita allocations
and the corresponding number of persons in each kind of assisted regions, initial
financial amounts were assigned to each country. These initial figures were adjusted
proportionally to fulfil the requirement of the Convergence and «phasing-out» budg-
ets constancy. Their sums are the figures reported in Table 3.

As expected, relatively significant changes would be observed in countries that
feature larger population variations. Had NUTS-3 been used as reference, Austria
would have increased its resources by more than 387% and Belgium would have
received 239% more funds (more than €2,000 million allocated to its twelve new
NUTS-3 Convergence regions and simultaneously decreasing by almost 90% in
phasing-out funds). The United Kingdom would increase its Convergence aids by
more than 60% and its total resources by over 113%. France and Germany would
increase their total funds by almost 65% and 31%, respectively. On the contrary,
Malta and Slovenia would experience fund decreases of 66% and 28%, respectively;
and, Greece and Italy would each witness their EU regional transfer decreasing by
almost 20%.

On the other hand, if NUTS-1 were used, UK, Belgium, Austria and Portugal
would be most negatively impacted, whereas Italy —followed by the Czech Repu-
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Table 2. Population under Convergence and Phasing-Out Objectives by Country
under the Different NUTS Levels (thousands of people, average 2000-2002)

Population
Country Convergence Phasing-Out

NUTS-1 | NUTS-2 | NUTS-3 | NUTS-1 | NUTS-2 | NUTS-3
Austria (AT) 0 0 468 0 277 740
Belgium (BE) 0 0 1,524 0 1,280 314
Bulgaria (BG) 7,719 7,719 7,719 0 0 0
Cyprus (CY) 0 0 0 0 0 0
Czech Republic (CZ) 10,232 9,063 9,063 0 0 0
Denmark (DK) 0 0 0 0 0 0
Estonia (EE) 1,367 1,367 1,367 0 0 0
Finland (FT) 0 0 0 0 0 450
France (FR) 1,724 1,724 1,847 0 0 4,528
Germany (DE) 13,786 10,422 16,257 0 5,041 6,061
Greece (GR) 5,955 4,018 4,410 4,997 6,075 4,598
Hungary (HU) 7,354 7,354 8,441 0 0 0 @
Ireland (IE) 0 0 0 0 0 0
Italy (IT) 20,644 16,807 11,994 0 602 6,201
Latvia (LV) 2,356 2,356 2,356 0 0 0
Lithuania (LT) 3,483 3,483 3,483 0 0 0
Luxembourg (LU) 0 0 0 0 0 0
Malta (MT) 393 393 31 0 0 362
Netherlands (NL) 0 0 154 0 0 0
Poland (PL) 38,245 38,245 35,974 0 0 0
Portugal (PT) 238 6,992 6,116 9,818 387 1,983
Romania (RO) 22,219 22,219 22,219 0 0 0
Slovakia (SK) 5,398 4,792 4,792 0 0 0
Slovenia (SI) 1,992 1,992 1,397 0 0 104
Spain (ES) 8,571 12,812 10,467 9,569 2,333 7,173
Sweden (SE) 0 0 0 0 0 0
United Kingdom (UK) 0 2,353 3,762 0 368 8,139
European Union 143,956 | 146,393 | 144,131 24,383 16,363 40,653

Source: Own elaboration using data from Eurostat.
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Table 3. Budget Allocated for Convergence and Phasing-Out Objectives

by Country under the Different EU NUTS Levels Breakdowns

(million EUR period 2007-2013)

Country Budget Allocation® % of Variation®
NUTS-1 NUTS-2 NUTS-3 NUTS-1 NUTS-3
Austria 0 177 863 —-100.00 387.57
Belgium 0 638 2,164 —-100.00 239.18
Bulgaria 4,622 4,391 4,426 5.26 0.80
Cyprus 0 0 0 — _
Czech Republic 20,278 17,064 17,199 18.83 0.79
Denmark 0 0 0 — —
Estonia 2,370 2,252 2,270 5.24 0.80
Finland 0 0 180 — —
France 3,359 3,191 5,254 5.26 64.65
Germany 16,519 16,079 21,026 2.74 30.77
Greece 18,615 15,878 12,709 17.24 -19.96
Hungary 14,997 14,248 16,484 5.26 15.69
Ireland 0 0 0 — —
Italy 27,423 21,641 17,331 26.72 -19.92
Latvia 3,148 2,991 3,015 5.25 0.80
Lithuania 4,705 4,470 4,505 5.26 0.78
Luxembourg 0 0 0 — —
Malta 585 556 189 522 —66.01
Netherlands 0 0 211 —
Poland 46,710 44,377 42,073 5.26 -5.19
Portugal 5,857 17,413 15,777 —66.36 -9.40
Romania 13,327 12,661 12,761 5.26 0.79
Slovakia 8,315 7,013 7,069 18.57 0.80
Slovenia 2,830 2,689 1,943 5.24 -27.74
Spain 19,617 22,637 19,616 -13.34 -13.35
Sweden 0 0 0 — —
United Kingdom 0 2912 6,214 —-100.00 113.39
European Union 213,278 213,278 213,278 — —

Source: Own elaboration using data from Eurostat and European Commission (2007b, p. 25).

#: Indicative allocation 2007-13 (2007 current prices in millions of euro).

b: Variation in percentage compared to the actual (NUTS-2) allocation of funds.
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blic, Slovakia, and Greece—would benefit most significantly (Table 3). In this sce-
nario, none of the first three countries mentioned above would have Convergence and
«phasing-out» regions and Portugal would lose a very significant fraction, two-thirds,
of its aid transfers. On the other side, Italy and the Czech Republic, Slovakia, and
Greece would experience the largest rates of growth, with Germany total balance
remain nearly unchanged after increasing its allocation in convergence regions by
nearly 40% and losing its phasing-out resources.

To conclude the analysis in relative terms, it is useful to compare the cases of
Spain and Hungary with those of the Baltic Republics, Bulgaria and Poland. For
Spain, NUTS-2 provides it with the most funding as a whole, as the other two sce-
narios would cause reductions in its current resources of at least 13%; whereas Hun-
gary would experience approximately a 5% increase in transfers under NUTS-1, and
a 16% increase under NUTS-3. The Baltic Republics, Bulgaria and Poland would
experience little change.

In absolute terms, if NUTS-3 were adopted, the most negatively affected coun-
tries would be those that have benefitted greatly from the cohesion policy during the
former plans along with Poland (the country that will receive the large amounts under
the current plan). Italy, Greece, Spain, Poland and Portugal would receive as a whole
less than 14,400 million, with a maximum reduction for Italy (4,310) and a minimum
decrease for Portugal, 1,636. On the other side, Germany, UK, Hungary, France,
and Belgium would be most significantly favoured, with increases that range from
almost 5,000 additional million for Germany to 1,500 million for Belgium. Likewise,
if NUTS-1 were employed, Portugal would be by a large margin the country that
would suffer most greatly: its total funds would be reduced by over 11,500 million.
Spain and UK would also experience significant changes, each with reductions of
approximately 3,000 million. Conversely, countries that would benefit from the new
share-out would be Italy (5,780 million euro), the Czech Republic (3,214), Greece
(2,737), Poland (2,333), and Slovakia (1,302).

4. Discussion

Although the European Union is comprised of some the richest areas of the world,
significant internal wealth disparities persist among its territories. Consecutive EU
enlargement processes have led to constant increases in regional differences, and the
entry of 12 new member countries since 2004 has widened these disparities. In order
to reduce gaps, EU implements its regional policy mainly through Convergence. The
Convergence objective seeks to promote growth for the least-developed EU member
states and regions. In EU-27, this objective affects —among 17 countries— 84 re-
gions with a total population of approximately 146 million, whose GDPpc is less than
75 per cent of the EU-25 2000-2002 average, and another 16 regions with 16.4 mil-
lion inhabitants, where GDPpc is only slightly above the threshold, due to the EU-15
enlargement statistical effects. The above figures and the funds each country receives,
however, are quite sensitive to the scale of EU regional breakdown used and to how
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each member state has divided its territories. For example, UK would receive neither
Convergence nor «phasing-out» funds, if NUTS-1 was taken as reference, when it
would receive more than twice the amount of its current resources under NUTS-3.
Likewise, if the NUTS-2 division in vigour during the early 1990s in UK —which
would still verify the conditions imposed by the EU regulation introduced in 2003—
had been employed in the 2007-2013 plan, UK would feature neither convergence
nor «phasing-out» regions.

Thus, because the main criterion used to calculate the funds each member state
receives is total population in aid regions, there is a real risk that a government
might be tempted to restructure its regional breakdown as a strategy to receive more
funds. It is therefore necessary to raise the issue in order to rethink current EU-wide
regional development policies and to establish more robust criteria to select funding
areas.

In that sense, looking back today on the first 20 years of EU Cohesion policy, we
think that the reforms should evolve in the direction of reinforcing the merits already
achieved, involving more socioeconomic variables in the criteria of regional eligibili-
ty and allocating resources more appropriately. Using a single indicator as a selection
variable makes the spatial breakdown effect more important than under a selection
criterion based on an array of indicators. It is quite likely that the spatial variation
within any territory will be higher when one sole variable is used rather than when
the selection is based on a set of variables (Voas and Williamson, 2001). Likewise, it
is vital to determine which plans should receive funding priority in each region accor-
ding to its particular shortcomings and potentialities (Foray et al., 2009).

Identifying the regions in most need, involving local institutions, and imposing
common management, control and evaluation standards are some of the goals al-
ready attained. They have contributed to the creation of a truly appealing structure
of multi-level governance, which evolved from a governance system dominated
by national level decisions to a structure where «regions were heralded as central
players [...] both as implementers of policy measures and as “bridges” between
the EU and the local level» (Regional Innovation Monitor, 2011, p. 10), although
with great asymmetries by countries. Thus, the use of NUTS-3 as reference would
further achieve: approaching the decision centres to citizens, making it easier to
take actions that correlate with their real concerns; reducing the volatility of us-
ing a unique variable for eligibility; more closely approaching to the objective of
involving regional and local authorities in the design and delivery of structural
fund programs; and, increasing the profile and influence of regional and local ac-
tors in economic development. Although, it would also result in a loss of the vision
of a more complete picture that a larger scale offers, a probably establishment of
new institutions, and an increase in the differences among countries in the varying
levels of subnational participation in the management and delivery of structural
funds because, as it is well-known, the institutional structures of regions and the
subnational distribution of competences vary greatly among the different mem-
ber states, reflecting country size, administrative structures, and political factors
(Baumert, 2006, Ch. 2).
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