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1 Introduction

The EU has played a major role in disseminating good practice in Re-
rch-amd Development (R&D) policy by helping to create a “Luropean
esearch, Technology, Development and Innovation Community”, where
ision-makers, researchers, and other interested parties can communicate
d work together-in both formal and informal waysrin-official-advisory
pinmittees, specific R&D programmes and policy exchange initiatives.
¥ assisting in this, and through its influence on policy formation and im-
Slementation, EU policy has indirectly contributed to closing the R&TD
innovation gap hetween member states and regions, and, by changing

¢ culture, it has, in some respects, improved the policy planning process,
. 10 tmprove the quality of regional development strategies the Commis-
n intends to support the latest ideas, which have not yel been adequately
loited, They are expected to provide the regions with the scope for ex-
E=Tmentation, which they sometimes lack but need to meet the challenges
Ui the information society and to make their economies more competitive.
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- place of work and place of residence becomes significant: Gross-
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The Commission has laid down three warking topics for ERDF innovative
actions in 2000-2006: (1) Regional economies based on knowledpe and
technological innovation; (2) Information suciety at the service of regional
development; and (3) Regional identity and sustainable development. The
European Union is mereasingly becoming a knowledge-hased ECONONTY
and society. The development of knowledge has « direct eflcel on competi-
tiveness and cmployment as well as on the way society functions iy
peneral

The only possible way for technologically weak countries to converge
and cateh up on the advanced countries is to imitate the more productive
technologies. The oulcome of the international innovation and diffusion
Process is uncertain; this process may generite a pattern in which soi; .
countries follow diverping trends or g pattem where countries converg
towards a common trend. This article attempls 1o investigale and masure
the role and effects of Furopean innovation policy on the converpence,
process and elimination of regional disparities in member stales, :

2 Reglonal Disparities: Regional Domestic Product (RD
Population and Employment

The cconomic development of a region is, as a rule, expressed in te
its Gross Domestic Produet (GDP). It is also an indicator frequently
as a basis for comparisons between regions. Bul what exactly dogs
mean? And how can comparability be established for regions of
size and different currencies? i
Regions of different size achieve differen GDE levels. Howeve
comparison can only be made by indicating the regional GDP 5
tant for the region in question. This is where the distinction dra'r"m‘
Product (GDP) measures the econnmic performance achieved Wil
tional or regional boundarics, regardless of whether this was ttriby
resident or non-resident emploved persons. Reference to G“
tant is therefore only straightforward if all employcd persons
generating this value are also residents of the region in question,
In areas with a high proportion of commuters, regional GD
tant can be extremely high, particularly in such economic
nstance, [.ondon or Vienna, Hamburg, Praguc or Luxr:nih@lz-\l.];. ACE
tively low in the swrounding regions, even if these are cha
high household purchasing power or disposable income.
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Regional (iDP is calculated in the currency of the country in question,
In arder to make GDP comparable between countries. it js converled into
euras using the official average exchange rate for the given calendar year,
However, not all difTerences in price levels betwueen countries are reflected
in exchange rates. In order to compensate for this efTect, GDP is converled,
which currency conversion rates being used, known as Purchasing Power
Panties (PPPs), to an artificial common currency, called Purchasing Power
Standards (PPS),

Prague (('zcch Republic), the region with the highest GDI per inhabi-
tatil in the new Member States, has already risen o 16th place with PPS 31
639 (149% of the EU-25 averape) among the 268 NU'TS 2 regions of the
countries examined here (EU-25 plus Bulgaria and Romania). It should be
noted, however, that Prague 1s an exeeption. The next regions of thase
joming the EU in May 2004 follow 4 long way behind: Bratislavsky kray
(blovakia) is in 65th place with PPS 73 782 (112%), K.iizép-Mag}'murszﬂg
(Hungary) is 147th with PPS 18 993 (89%), Cyprus is 157th with PPS |&
281 (80%), Malta is 17%h with PPS 16 221 (76%) and Mazowicckie
(lFoland) 19610,

In 2001, the highest per capita GDP was more than twice the lowest in

12 of the 19 countries examined here incorporating NUTS 2 regions. The
~w.. largest regional differences are in the United Kingdom, where there is a
th.. factor of 4.4 between the two extreme values (Inner London: 268% of the
&5 EL-25 average; Cornwall and the [sles of Scilly: 65%), and in Belgium,
&2 witha factor of 3.1, In ten countries, the highest regional per capila GDP is
between twice and three times that of the lowest, Half of this group of
countrics is made up of the older Member states, plus four of the new
Member States and Romania.
Therefore, comparatively marked regional disparitics in per capita GDP
therefore emerge in both the old and the new Member States, Moderate re-
- gional disparitics in per capila GDP (ie. factors between-the highest and
the lowest value of less than two) are, however, almost exclusively found
10 the older Member States. This is particularly true of Sweden (Stock-
holm: 159%; Norm Mellansverige: 98%) and Ireland (Southern and Dast-
em: 141%; Border, Midland and Western: 97%). Bulgarda (Yugozapaden:
20%; Yuzhen tsentralen: 24%) is the only country in this group that is not
One of the older Member States.
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Fig. 1. GDP per capita (in PFS) 2001, NUTS 2 level, in pemuumgsmfﬁa_ﬁﬁgﬁ-% 3
average (EU-25= 100} ’

Economically dynamic regions,” whose -per-capita (P increas
more than one percentage point when compared with the dﬁ:{
shown in orange and red. Less dynamic regions {those with a faj
than one percentage puint in per capita GDP as against the EU-25)
are shown in vellow. Figures range from + 21.2 percentage points i
London in the United Kingdom Lo — 7.1 percentage points Tor Schws
Germany, OFf the ten most dynamic NUTS 2 regions, three are
and one each in the Czech Republic, Ireland, the Netherlands,
Slovakia, the United Kingdom and Romania. The fastest grhﬁ’iﬁL ?{f
therefore scattered relatively broadly across the 27 couniries examin

Conversely, six of the ten least dynamic regions are in Getr
two in the United Kingdom and each in Austria and Romania. Ut
examination, we can see that between 1999 and 2001, numerous
peripheral regions of the enlarged European Union managed 108
comparison with central regions with higher per canita G
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sarticularly true of Ipeiros (# 2.6 percentage points) and Peloponnissos
9.3) in Greece, Regide Autdmoma da Madeira {(+ 6.7) in Porlugal and
Fohjoiz-Suomi in Finland (¢ 5.1}, but also of Alentejo (+ 1.4) in Portugal,
Andaluciz (+ 1.4) in Spain and South Western Scotland in the United
Einpidom (+ 1.3)

2.1 The Regional Employment

The employment rate of the 15-64 age group represents employed persons
aged 15 64 as a percentage of the population of the same ape proup. In
2002, this emplovment mile was generally lower in Southem Europe, Po-
land’s low employment rate was an exception in the northern part ol
Curope. There were 24 NUTS 2 regions with an employment rate helow
50% — 1w in Spain, five in France (including all four overseas regions},
six in Naly, one in Hungary and five each in Poland and Bulgana. Of the
six Nalian regions below 50%, three (Campania, Calabria and Sardegna)
had the lowest rates (41.9%) of all European NUTS 2 regions studied, In
all Polish regions except two (Lubelskie, Mazowieckie), the employment
rate of the 15-04 age group was less than 55%.
NUTS 2 regions in which the employment rate exceeded 75% in 2002
' {altogether there were 21 of them) can be found in the Netherlands (4),
! Finland (2), Sweden (3) and the UK (l11). Denmark (comprising one
‘1',. NUTS 2 region) also had an employment rate above this level. Among the
- new Member States, only six NUTS 2 regions exceeded 65%: [our in the
zech _Republic_{the capital region Praha, Stfedni Cechy, Jihozdpad,
¢ Severovychod), one in Slovakia (the capital region Bratislavsky kraj) and
o Uyprus [wh.iLh tiLL. Drenmark, enmpriqe-: a single HUT"". 2 region).

2001 and 2002 Onljr twa of the tnmaar HJ_ 15 Mem_he__r States recorded a
lecrease in total employment (Germany (.7% and Denmark 0.5%); the
“highest increase was ohserved in Spain (2%, representing an increase of
- 312,000 employed persons), Italy (1.9% or 315,000 employed persons}
and Ireland (1.9% or 33,000 employed persons). The intensity of the de-
_cline in the new Member Stales, and especially Romania, was substantially
greater: 9.5% in Romania (decrease of 1.01 million employed persons),
% in Poland (decrease of 424,000 employed persons) and 5.5% in
e Lithuania (decrease of 81,000 employed persons). The biggest upturn was

ecorded in Latvia (2.5%, representing an increase of 24,000 employed
% persons) and Bulgaria (1.5%, or 41,000 employed perqmls}

& In 17 countries, most NUTS 2 regions recorded a rise in 20012002 in
- 1olal employment — this was the case for Ireland, the U.K., Spain, France,
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the Netheriands, Austria, Sweden, Finland, Italy, Greeee, the Czech Re-
public, Hungary and Bulgaria and also the Member State Luxemboury,
Cyprus, Latvia and Estonia, cach comprising one NUTS 2 region,

The greatest decrease in tutal employment (more than 5%) was re-
vorded in no fewer than seven Romanian regions, in Poland (Mazowicekie,
Opolskic, Podlaskie, Warminsko-Mazurskie), the lonian Islands in Cirecee
and Lithuania. In Poland, the greater absolute decrease (108,000 employed
persons) was observed in the region of Mazowicckie; in Romania it was
the region of Nord-Est (214,000 employed persons). At the other extreme,
the most positive development in total employment in 2002 (increase of
more than 5% in comparison with the previous year) was in Spain (Ciudad
Autdnoma de Melilla), France (Champagne-Ardenne, Poitou- Charentes, -
Languedoc-Roussillon and also two  overseas regions, {iiyvane and
Réunion, despite their high unemployment rates), Greece (Ipeiros, Stered e
Ellada, Peloponnissos, Vorein Aigaio, Notio Aigaio) and Portugal (Repido 1
Auténoma da Madeira). )

The unemployment rate, representing unemployed persons as a | b
centage of the cconomically active population (i.e. employed persons n'n
the unemployed), stood at 7.7% in the former EU-15 Member Stat
14.9% T]]L new Mumber States, at 18.2% in Hulg_am -.H]d at 8.4

5%: elzht in Austria {unl» one Austrian region exceeded i%} 19
UK, nine in [taly, three in the Czech Republic, eight in German
regmu.s in the ‘N‘Etbﬂrlm:ds 1wu in Hunﬂary, three each in Parn

case 01‘" Italy, there were h1g differences between the northern (Jo
plo yrment raxeh and snu:hm reglons (high unempfo}rrucut ral:c

Mtﬂ‘b{‘r States, among whmh unl}f Greece and ltaly | 1mprm' (
2001 and 2002 (decrease of 0.5 percentage points). Even tlm o]
::mplmmeut raie rose The most in PﬁI‘lLing {b}" l percen’ta,g““%
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and Romania (1.8 percentage points). In the case of Ramania, the unepy-
ployment rate in 2002 was relatively low: §.4%,

In 2002, an improvement of more than 0.5 percentage points in com-
parison with 2001 was observed in 57 NUTS 2 regions, whereas an
cqlivalent worsening was noted in 107 regions, The greatest decline in the
uncmployment rate (over 2 Percentage points) was recorded in Bulgaria
{~everen tseniralen, Severoiziochen, Yugoiztochen, where the litier i)
had an unemployment rate above 20%), France (two OVETSEAs Teprions,
Guyane and Réunion, both with high unemployment rates), Greece (Sterea
Lllada) und the new Member states Estonin and |ithuania,

Regions with the largest increase in the unemployment rate (more than
two percentage points) in 2002 were as tullows: six Polish regions, 1wo
Spamish regions (L Kioja and Extremadura), two in Cireeee (Viarcio
Aigaio and Netio Algaio), two in Romaniy (Sud-Est and Sud) and ane
French region {(Franche-Comueé).

In 2002 female unemployment in the former QU-15 Member States was
8.7% (countries with a rate higher than 10% were Spain (16.4%), Greece
(15.0%) and Taly (12.2%)); in the new Member States, it stood at |5.6%,
(more than 10% in Lithuania (12.9%), Latvia {11.0%), Slovakia (18.7%)
and Poland (20.9%4)); in Bulgaris and Romania it was 17.3% and 7.7% re-
spectively. At regional (NUTS 2) level, a female unemployment rale be-
low 5% was recorded in gight regions in Austria, two each in Belgrium,
Portugal and Italy, 30 in the UK, six in Sweden, 10 in the Netherlunds,

[ ning in Germany, three in Hungary, one in Finland, Ireland and the Cirech
" Republic, In Denmark, Luxemboury and Cyprus the female unemployment
FTale was also below 594,

In 2002, regions with a female unemployment rate over 20% could he

i found in Poland (ten of the 16 regions), France (all four overseas regions, -
L-.With-Rétmiun exceeding 30%), three regions in Bulgaria and two each in
E Gennany, Slovakia, Spain and Greece. The situation in Italy was marked
;; by a big difference across the country — of the six regions in this calegory,
¢ Campania and Calabria were ever 30%. In Germany the female uneps.
* ployment rate was noticeably higher in the regions of the former GDR.

£ The youth unemployment rate Fepresents uncmployed persons aged
15-24 as a perecntage of the sconomically active population of the same
£ age group. However, there is a grealer divergence belween the former EJ-

13 Member States (14.9%), and the new Member States (32.4%), Bulgaria

7{'3?‘2%} and Romania (23.2%). In the former EU-15 Member States, a
Youth unemployvinent rate of over 25% was observed in laly (27.2%) and
g Hreece (26.5%), whereas it was below 10% in Denmark (7.4%), Germany
E(9.7%), Ireland (7.8%), Luxembourg (7.0%), Austria (6.29%) and the

& Netherlands (5.0%),

|
|
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In the new Member States, the only countries that to have less than
20% youlh unemployment were Slovenia (16.5%), the Czech Republic
(16,9%), Hungary (12.4%), Cyprus (7.7%), Malta (15.3%) and Estonia
{17.6%). The highest level of this indicator was recorded i Poland
(42.5%). Across the enlarged EU, Dulgaria and Ramania youth unem-
ployment was below 10% in 76 regions. At the other extreme, regional
youth unemployment rates above 30% were ohserved in Bulgaria (Severo-
zapaden), France (Guadcloupe, Martinique), Italy (Campania, Calabria,
Sicily) and Poland  (Dolnodlaskie, Lubuskie, Warminsko-Mazurskie,
Zachodniopomaorskic),

The long-term unemployment rate represents persons unemployed for
one year or longer, as a percentage of the sum of those uncmployed lor
less than one year and those unemployed for one year or longer. In 2002,
relatuvely low long-term unemployment rates (below 20%) were recorded
m five Swedish regions, 17 Brtish regions, three Austrian regions (Salz-
burg, Tirol, Vorarlberg), one Spanish region ([les Balears), one ltalian re-
gion (Valle d"Aosta) and in Denmark, In spite of the high youth and fe-
male unemployment in the Spanish region of Andalucia, the long-term
unemployment rate was relatively low here. The opposite situation was ob- L
served in Slovenia. A long-term unemployment rate of more than 65% wa
ohserved in four Bulgarian regions (Severozapaden, 'I’ug,ozapadm Y
hen tsentralen, Yugoiztochen), all four French overseas regions, in I:'
[talian regions (lLazio, Campania, Puglia, Sicily), (wo Greck regi
(Western (ireece/Dvtiki Ellada and Inland Greece/Sterea Ellada), two slo
'.'aL ragmn:. {éﬁpadﬂe blovmﬁkc} and Vychodné Slovensko) and in thé Y.l’

number ﬂf children borm and the mean age at which women
dren) and migration (the relative number of immigrants and

their children.
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Fig. 2. Lif¢ expectan cy at birth 19602002 LU-25

. In the course of the 20th century, life expectancy increased cansiderably,
o In 1960 the average lite LXpectancy at birth was 67, 1 years for men and 72.6
e for women, During the following years this expectancy increased for men by
. nearly eight years and for women by nearly nine vears to respectively 74.8
and 81,1 years in 2002, However such an increase in the number of expected
years to live at birth does not hecessarily mean an increase in years of good
= health. Rescarchers have different opinions on this point: some say thal the

< increase in life expectancy has been accompanied by an increasing frailty of
= __people at higher ages, others hold the Oﬁ;msiie View,
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In most of the countries of the Curopean Union, there were high num-
bers of births during the first 25 years after the Second World War. How-
ever, after 1970 hirth rates dropped dramatically as women had lewer chil-
dren and #l a later age,

)
N

3 The Regional Policy in European Union

The Furopean Union is one of the most prosperous ccont wnic areas in the
world but the disparities between its member states are striking, even more
so if we look at the EU's various 250 regions, To asscss these disparities,
we must first of all measure and compare the levels of wealth generaled by
cach country, as determined by their Gross Domestic Product (GDF) men-
tioned earlier. For instance, in Greece, Portugal and Spain, average per
capita GDT is anly 80% of Lhr: Communily average. Luxembourg excecds
this average by over 60 percentage points, The ten most dynamic regions
in the Union have a GDP almost three times higher than the ten least de-

veloped regions.

s

=

o e e o T

3.1 Priority Objectives

The repulations adopted in 1993 for ﬂm period 1994-1999 cqmbhshed 5.1}:
priority Objectives for the Structural Funds: L

» (Jhjective |: promoting the development and structural ad;usune
regions whose development is lagging behind;

e Ohjcctive 2: converting regions seriously affected by industrial dec

« Objective 3: combatting long-term unemployment and facilitating
integration into working life of young people and of those
fmrn T.Pﬂ lahuur 1 a:ke:

an-:‘ chmges in pmdn:mmn systemis; ;
¢ Objective Sa: speeding up the adjustment of agricultural bmetur' n |
framewark of the reform of the Common Agricultural Policys
facilitating the structural adjustment of the fisheries secto “in
framework of the reform of the Common Fisheries Policy; :
« Objective Sh: facilitating the development and structural adju
rural areas A farther Objective for the Structural Funds was creatm
the Acl of Accession for Ausiria, Finland and Sweden;
« Objective 6: promoting the development of regions with an thr
low population density,
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3.2 The New Priority Objectives
Three priority Objectives have been established for the period 2000-2000

* Objective promoting the development and structural adjustment of
regions whose development s lagging behind

The e of this Objective remapns unchanged: the regulation stipulates
that regioms currently eligible under Clbfective 6 and the DUlErmast regiong
as defined in the Ansterdam Treaty shall be imegrated into Ohjective | for
tire 2000- 2006 period

* Objective 2; supporting the economic and social conversion of areas
facing structural difficulties

This new Objective, which Jocuses on economic and Sovial canversion,
brings topether Cbjectives 2 and 5h of the cupren programming period
and extends them to cover uther areas (wban areay in difficulty, areas in
crisis dependent on the Sishing industry. and areas undergoing conversion
which are highly aependent on the services sector) facing the same prob-
lems dwe to u lack of economic diversity

* Objective 3: supporting the adaptation and modernisation of educalion,
training and employment policies and systems

i This new Objective brings together the previous Objectives 3 and 4 and
| will take as its starling point the new title on employment introduced by
LIht_Amsterdam Treaty ™It will assist regions throughout the EU excopt
| those covered by the new Objective I, taking into account the general
' needs of areas facing structural difficulties with regard to economic and
| social conversion. It constitutes areterence framework for the develop-
"ment of human resources throughout the Member State, notwithstanding
. regional specificities. Measures previously funded under the former Objec-
efive 5a will henceforth be supported by the Guidance ssction of the
EAGGF within the framework of (he new Objective | programmes (as is
“urrently the case, CXcept as regards compensatory allowances far disad-
L Yanlaged areas, which are financed by the EAGGF Guarantee section), and
\Clsewhere in the Eurapean Union by the EAGGF-Guarantee section and
Eﬂle FIFG within the framework of accompanying measures to the Cormn-
tmon Agricultural Palicy and the Comman Fisheries Policy.

- Objective 2: converting regions seriously affected by industrial decline
E{ﬂu'ﬁng the 1994—]999 period eligibilty under Objective 2 was linked to
nree conditions:

J
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e an unemployment rate above the Community average;

o " percentage share of industrial employment exceeding the Community
average,

o a decline i this employment category.

A 'series of secondary criteria meant that eligibility under Objective 2
could be extended to include adjacent arcas, urban arcas, and areas Facing
or threatened by a severe increase in uriemployment, problems related
the repeneration of derelict industrial sites or the impact of the restructur-

(jective Sb: facilitating the development ol vulnerable rural areas dur-
ing the 1994-1999 period, the peneral criterion for eligibility under CObjec-
tive 5b was a low level of socio-cconomic development {assessed on the
hasis of per capita GDP),

There were three additiona) main criterta, two of which had to be met
for an ares o be eligible:

o 4 high level of agricultural employment;
s 2 low level of agricultural incomes;
e low population density and/or significant migration trends.

Eligibility could be extended to vther areas not covered by Objective | -
but with a low level of development, if one or morc of the following - &
ondary criteria were met; the remote location of the area, sensitivity=10 2
trends in the agriculmral sector or the restructuring of the fisheries seclor, 3
the structure of agricultural holdings and of the agricultural working POpLS
lation, the environment, €1ic. SRS SRS

Objectives 3 and 4: Objective 3. combating long-term unemployinen
and facilitating integration inio the labour market. The current Objective
airms at combating long-term unemployment and facilitating the integraliol
into working life of young people and these threatened by exclusion fomg
the labour market. Objective 3 also promotes equal opportunities Formel
and women of the lahour market. Interventions under Objective 3 are noly
limited to specific regions. : R

Objective 4: adaptation to industrial change. This objective facilit

the adaptation of the workforce to industrial changes and to chanfs
production systems. As for Ohjective 3, interventions under Object
are niot subjeet to regional limitation. o
New Objective 3: development of human resources for the 2000324
period, the new Objective 3 will focus primarily on the adaptation an¢
modernisation of natiunal and Turopean policies for employment, ;
tion and training. Objective 3 funding will be available in all areas
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those covered by the new Objective 1. The new Objective 3 will #ls0 serve
as a reference framework for all human resource actions in the Member
states. It will take into accoum the Employment Title in the Amsterdam
Ireaty and the new Furopean employment strategy, The regulation takes
Into acegunt the wide variety of policies, practices and needs in the differ-
ent Member States based on their national action plans for employment
and the exsante evaluation, In view of the length of the period coverad
(2000 -2006), the areas i which the European Social Fund {ESF) will ap-
ply have been bre adly defined. They include active labour markel policics
W combat unemployment, promote social inclusion and equal opportuni-
tics-for men and Wainen, strengthen employability through lifelong educa-
tion and training systems, and measures 1o anticipate and facilitate adapta-
Lo W ecanmnic and social change

3.3 The Structural Funds
The 1993 repulations list three Structural Funds:

* the European Regional Development Fund (ERDF);

* the European Social Fund (EST): ;

* the Guidance section of the Euwropean Agricultural Guidance and Guarantee
Fund (EAG(IF). The Financial Instrument fur Fisheries Guidanee (FIFG) is
not a Structural Fund as such, but finances structural actions in the fisheres
sector within the framewark of Structural Fund programmes.

——1he European Union's Fégional policy is based on financial solidarity
inasmuch as part of Member States' cantributions — to the Community
budget poes ta the less prosperous regions and social groups. For the

_2000-2006 perind these transfers~will décuumt far one third of the Ciom:-
munity budget; or 213 € billion:

* (a) 195 € hillion will be spent by the four Structural Funds (the
European Regional Development Fund, the Evropean Social Fund, the
Financial Instrument for Fisherie Guidance and the Guidance Section
of the European Agricultural Guidance and Guarantee Fund):

* (b) 18 € hillion wil] be spent by the Cohesion Fund:

* (€) T0% of the funding g0¢s 10 regions whose development is lagging
behind. They are home tw 22% of the population of the Union
(Objective 1):

* (d) 11.5% of the funding assists economic and social conversion in areas
experiencing structural difficulties. 18% of the population of the Union
lives in such areas (Objective 2):



. W speeific prablems, namely Interreg 1T for cross-border, transnational
and interregional cooperation, I_h'h.m IT for sustainable developiment of
citics and declinmg urban areas, Leader for rural development through
local  imtiatives, and  Equal for  combaling  inequalities  and
discrimination in access to the labour market.

Accordimg to the estimations of Hermin maodel, the estimated effeet iy
to mcrease real GLIF in 2006 by around 6% in Greece and Portugal and by
2.4% in Spain as compared with the situation without intervention. The ¢i-
fect 15 relatively modest in Ireland (1.8%), where the Community Struc-
tural Funds (CST) only account for under 10% of total public expenditure, '
The CSF will increase investment by much more, especially in Portugal
(by 23%) and Greece (14%), which will add to effective demand via mul-
tiplier effects and, over time, also tend 0 increase productivity, through |
inproved infrastrocture and human capital as well s the use of more mod-
ern, and therelore ellicient, plant and cquipment, Table 1 illusirates (the!
annual breakdown of commitment appropriations for 2000 10 2006 {rt'*-ﬂi'.:'
ferred to i Article 7(1)) (& million — 19949 prices),

The Sruetural Funds have theee maim priority objectives: Objective I i
facilitate the catch-up for r:.g_mm lagging behind in development. {]1:-_|1:|::-|
tive 2: promate the socio-economic conversion of industrial, urban or rural |
zones or zones which are dependent on fisheries. Uh_lectwe 3: provide i

—proved trainmg and job opportunities. In addition, aid is dlso gnnted_iﬁ
Community initiatives which encourage cross-border, transnational andl it
terregwnal cooperation throughout the EU (Interreg IIT) and f:quahty uﬁll
_labour market {Equal}.

Thn;, & uhemun Fu.ud Buppf_ms envi_mn_mental and transpurl prujc

'\-__ o

the mheamn Fimds: rewurc&s committed by area nf ]I'tt&'ﬁﬁﬂé_n

Table 1. Annusl breskdown of commitment appropriations for ?Dﬂﬂ-ﬂﬁﬂﬁ
[referred to in Article 7(17] [€ million - 1992 prices] .

2000 2001 2002 213 2004 2005 2006
29430  2ER40 28,250 274700 27080 27080 24,660

|
212 Guorge M. Korres, Constantine Tsamadis and Panagiolis Diargkovas
e (¢) 12.3% of the funding promotes the modernisation of Iraining
systems and the creation of employment (Objective 3) outside the
Myjective T regrons where such measures foom part of the stratcgies Tor
catching up;
# ([} There are also four Community [nitiatives seeking common solutions
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1993 1999, the ellcct of community structural intervention vn GDP and
Employment, 1989-1999 the population in regions cligible for Structural
funds but not for regional state aid as a percentage (%) of total population
in cach country and the structural [unds by broad arex of intervenlion un-
der Objective | as a % of total,

Table 2. Stractural Fund and FIFG inter entions are divided as
totlows between the priority Ohjectives

Ohbjective | LERDF ESF LAGGF Guidance
Objéctive 2 ERL EsE FAGGF Guidance
Objective 3 FSY FAGGF Guidance
Objective 4 ESE FAGGE Guidance
Objective 5a LsF EAGGF Guidance
Ohjective 5 LEDF LsF LAGGF Guidanee
Ohbjective 6 LERDF ESF EAGGT Guidance

Table 3. Coherence between areas eligible for Structural Funds and cligible for
Regional State Aid us a percentage of the ElJ population

Regions eligible for  Regions not eligible  Tatal

Structural Fimds for Structiral Funds
1994 2000- 1994- 2000 1994— 2000
—_— L9498 2008 1598 2008 1988 2008
Areas elipible for 440 35.45 2T 6.7 457 423
regional state aid
Areasnoteligible 6.6, 3.8 -46.7 519 633 577
I for repional state
© aid
L Totsl 50,6 414 48.4 59.6 100 100

Seurce: European Union, Eurestat, DG-Regin.

“Table 4. Cohesion Funds: resources committed by area of intervention,

I 1993-19490
Transport: Environment: Total mill £
s o total % total
~Orecce 312 42.3 29492
" Bpain 49.7 502 9251
Ireland 50.0 50.0 1486
Portugal 481 519 3008
| Total 49.7 50.2 16761

. Souirce; Furopean Union.
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Table 5. Iffect of Community Structural Intervention on GDP and Ermployment,
158G 1994

Greece. lreland . Porugal Spain B )
GRP Unaaploy G Unemploy GO Unemploy-  GRP Uneoipluy-
menl rule ment rale trent rate ment rate
1969 &1L -12 22 1.4 5.8 36 .8 0.4
19495 4.1 ro }.2 10 T4 4.4 1.5 0.8
1B g8 42 3T -0 8.5 4.1 1 =1.t
006 73 12 1.8 04 1.8 24 2.4 1.7
000 24 04 24 0.5 il 0.1 1. 0.4

Source: European Linion, estinates on the HERMIN model, 200,

‘Fable 6. Population in regions eligible for Structur] funds but not Tor regionol
state aid us percentage (%e) of total population in each country

B DED FLE F RLI L NL A PIFN S UK EUIS
1664 G330 89 Y6 0 7564 104 59 0 126 97 90 K6 '

B
OL00E 34 01 T3 0 43 38 0 70 63 82 39 0 120 74 98 5.8

Infrastrenire 25732 298 243
Human Kesources 9.6 24.5 239
- Productive Prvironment 230 410 244
Crifeer 1.6 47 710

Source: European Union, Furostal, DG-Regio

Table 7. Structural Funds by broad area of intervention under
Ohbjective | as % of total
[9RG- 1993 19941990 20002005

Seurce: European Union.

4 The European Innovation Policy

The Guropean Union’s 2010 goals in R&D, as sel by the Lisbon S
strategy and endorsed by European Heads of State and Governmentals
Barcelona in 2002, are to achieve a R&D intensity (R&D expenditure, 15,
percentage of GDP) of 3% for the Union as a whole as well as to have
{hirds of R&D expenditure financed by the Business Enterprise '_
(BES). Sweden and Finland are ahead of most Member States for the L U
2010 Ré&D goals with R&D intensitics well above the 3% mark anid 0]
twe thirds of their R&D expenditure being financed by the BES. e
In 2001, 55% of the BU-25"s R&D expenditure was financed by JiCE
BES, still lower than the 66%-goal. With R&D expenditure rﬂpr_'_éﬂﬁ_l_} I
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1.93% of itz GIIP, the EU-25 still had a lower R&L intensity than its Triad
partners Japan (3.12%) and the United States (2.64%) in 2002. China’s
R&D intensity leapt from 0.70% in 1998 to more than [.20% in 2002, In
the ten years to 2002, the US's R&D expenditure grew more than twofold
to over 225 billion constant 1995 PPS. The EU and Japan's amount of
R&Drlikewise more than doubled in one decade. Table 8 illustrates the top
15 Eurpean Union regions in R&D expenditure and employment in high-
tech and medium high-tech manulGacturing, whereas, Table ¥ indicates the
top 15 regions in employment in the knowledpge-intensive services and
palenting,

Rearing in mind that the EU's enlargement to 25 Member States only
ook place in 2004, the inclusion of the ten new Member States would
have already added about 4% of additional R&D expenditure to the then
15 Member States’ Union's total R&D expenditure (in million constant
195 PPS) between 1999 and 2002,

Denmark, Sweden, Finland are leading EU Member Stales in Ruscarch
and Development, boasting among the highest R&D intensitics (R&D) ex-
penditure as a percentage of GDIY). Likewise, these three Nordic EU coun-
tries have the highest number of R&D personnel as a percentage of total
employment in the European Union. More than three out of 100 employed
people were active in R&D in Finland in 2002 and so was more than 2.5%
of Sweden’s worklorce in 2001 and more than 2.25% of Denmark’s in
2002. The European Union's percentage of R&D personnel among em-
ployed people is 1,44, Estonia, Latvia, Lithuania, Portugal and the Slovak
Republic had among the highest shares of female researchers in the Furo-
prean Union,

—  In most countries; female researchers are especially concentrated in the
GOVernment ((GOV) and Higher Education (HES) Sectors. In most coun-
tries, a significant proportion of Business Enterprise Sector researchers

. {more than 40%) gets employed in large enterprises of more than 250 ¢m-
ployees, Only in smaller countries such as Estonia, Cyprus or Malta is this
less the case. In Estonia and Cyprus for instance, enterprises of one to ning
emplovees attracted about respectively 20% and 30% of Business Enter-
prise Sector researchers. Tables 10 and 11 illustrate the leading region by
Member States in R&D expenditure and employment in high-tech and me-
dium high-tech manutacturing, respectively. Finally, Table 12 indicates the
top 25 Furopean Union regions and leading region by Member State in
terms of (F1)P.
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Turnover from products which are either new to the markat or just new
to the enterprise accounted for about 30% of total turnover in Spain, It-
aly, Germany and Finland, for those enterprises with some form ol prod-
uct innoviftiép, Over 80% of all large enterprises (250 or more employ-
ees) in Luxembourg and Austria had innovation activity, T'ao high
mnovation costs were generally cited by enterprises as the most Impor-
tant factor hampering innovation. In nearly all countrics, the main highly
important effect of innovation was cited as improved quathily in goods o
SeTVICes.

The proportion of enterprises with co-operation arrangements for inno-
vation activities (such as cooperation with other enterprises within the en-
terprise group or cooperation with suppliers) ranged from half of a1l enter-
prises with mnovation activity (Finland, Latvia and Lithuania) to less than
10% (ltaly). In general, enterprises with innovation deivity had a higher
propensily (o undertake stralegic or organisational change, compared o
enterprises without innovation activity.

In summary, we can state thal there is a widening tendency for differ-
ences between European regions in the fields of innovations and new tech-
nologies and in particular in the subjects of Research and Dievelopment
Lxpenditures per inhabitant. According to econometric evidence, we can
also state that the European Union should improve the distribution of re-
gional funds for research and development, in order to diminish these dif-
lerences and to support researchers in less favoured regions, and conse-
quently to affect the socio-economic and regional growth and CONVergence
-member states {((uisan, Cancelo and Diaz-Vazquez, 1998),
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Therefore, by pursuing their own interests, regional authorities can in-
crease the momentum towards the establishment ol a Luropean Rescarch
Area as well as ensuning its effectiveness and consistency, The establish-
ment of a European Research Arca, however, is not confined to the most
central arfd¥competitive regions, The instruments available — the Frame-
work Programme, the Structural Funds and action at national and regional
level — should be used 1ogether in a more coherent way, cach according to
its objectives, in order to enable all regions to participate fully in the area

5 Conclusions

Technological progress has become virtuall ¥ synonymous wilth long run
economic growth. It raises & basic question about the capacity of bath in-
[ dustrial and newly industrialized countries 1o translate their seemingly
| greater technological capacity into productivity and economic growth, In
? the literature there are various explanations for the slow-down in produc-

tivity growth for OECD countrics, One source of the slow-down may be
i substantial changes in FDI, and in the industrial compasition of output,
]'— employment, capital accumulation and resource utilization. The second
source of the slow down in productivity growth may be that technological
opportunities have declined; otherwise, new technologics have been devel-
oped but the application of new technolugies to production has been less
suceessful, Technological factors act in 4 long run way and should not be
expucled to explain medium run variations in the growth of GDP and pro-
ductivity, The Regional Policy, supported through Structural Funds and a
. Cohesion Fund has created objectives that have thus far been mderalely
successful in reducing disparities between (he regions of the EUIS.
eece; Portugal, Iréland and Spain, the four couniries, which qualitied for
- the Cohesion Fund, witnessed almost an 11% average increase in per capita
(GDP from 1988-1998, On average, the poorest FU regions saw the per
.capita GDP rise by almost 7% over the same ten years. The funding pro-
~vided through Regional Policy contributed significantly o these GDP in-
creases.  Moreover, the European research and innovation policy has
-adopted an approach oriented more towards innovation than technological
vexcellence as such, better addressing the deficiencies of less favoured re-
gions as & result. An improvement in the interaction between the deploy-
" ‘ment of the Structural Funds and research policy is important to accelerat-
‘ing the “catching up” of lagging regions. The Structural Funds can provide
the necessary support for firms and research institutes in the latter to par-
& licipate on equal terms in future rescarch programmes.
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