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Map 1.7 Economic development index at NUTS 3 level, 2001—2021

This index measures if a region's growth is higher than that of the
EU, of its country, or of the region itself during the previous five
years.

It considers growth of GDP per head, productivity, and
employment per head over a five-year period.

A region scores 1 for each time its growth is higher. This score
between 0 and 9 is then rescaled to 0 and 1.

Source: DG REGIO calculations based on JRC and Eurostat data.
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Chapter 1: Economic

Table 1.3 Socio-economic characteristics of ‘development-trapped’ and other regions, average

2003—2021, by level of GDP per head, 2003

Development

GDP/head (PPS) in 2003, index EU-27 = 100

trapped? <75% ‘ 75 - 100 % ‘ >=100 % All
% of industry in GVA Yes 21.5 14.8 18.8 18.1
No 26.3 18.1 20.9 21.0
R&D expenditure as % of GDP Yes 04 1.2 2.0 1.8
No 0.9 15 25 21
% of population 25-64 with tertiary education Yes 121 20.2 27.0 23.9
No 20.9 27.7 30.9 27.2
Institutional quality index Yes -1.6 -0.5 0.3 -0.1
No -0.8 0.1 0.6 0.1
% of population (2021) by GDP/head level 233 225 54.2 100.0
% of population (2021) in trapped regions 2.4 7.3 18.6 28.4

Note: Socio-economic characteristics are average values of all available reference years in period 2003—
2021. Source: Eurostat [rd_e_gerdreg, Ifst_r_Ifsd2pop], JRC (ARDECO), University of Gothenburg, DG

REGIO calculations.

geographical features, the macro-economic
envi- ronment, the global economic context
and struc- tural characteristics. However,
there are a num- ber of common traits in terms
of the quality of institutions, innovation
capacity and importance of manufacturing
that vary between trapped and non-trapped
regions to differing degrees depend- ing on the
level of development. As indicated in the
previous section, geographical characteristics,
sec- toral specialisation, productivity and
investment dynamics affect beta or ‘club’
convergence. How- ever, one common feature
of persistently trapped regions at all levels of
economic development is lack of human
capital (Table 1.3).

This suggests that having in place the
conditions and opportunities for investing,
attracting and re- taining people with tertiary
education is a consist- ent feature of regions
that have managed not to fall into a
development trap for a large number of years
and can reduce the likelihood of becoming
trapped (see Chapter 6)*°. Past performance
is no guarantee of future performance. And
not all re- gions can have a large share of
tertiary-educated

workers, but — at any level of development — a
peo- ple-centred differentiated place-based
approach in line with the potential and
characteristics of the region may reduce the
likelihood of experiencing a persistent period
of stagnation (see Chapter 5).

1.1 Regionsinadevelopmenttrap
and the geography of discontent

Regional development traps are not just an
eco- nomic matter. Sub-par economic
performance and lack of employment
opportunities give rise to so- cial costs and
can cause political resentment to- wards what
is increasingly regarded as a system that
leaves people behind, leading to a growing
geography of discontent®. An econometric
anal- ysis of the link between the risk, intensity
and length of regional development traps and
the rise of discontent in the EU, proxied by the
support for Eurosceptic parties in national
elections between 2014 and 2022, found a
strong connection be- tween being stuck in a
development trap and sup- port for
Eurosceptic parties®. It also found that the
longer the period of stagnation, the stronger
the

1 This is also the case for regions in a ‘talent development trap’, a composite indicator related to the development trap but in the
demographic domain. European Commission (2023) shows that 46 regions in the EU with over 70 million inhabitants are in a
talent development trap. These regions had an accelerating decline of their working-age population, and a low and unchanging
number of people with tertiary edu- cation between 2015 and 2020. It also identifies a second group of 36 regions (with nearly 60
million inhabitants) that are at risk of falling into a talent development trap in the future, because they are strongly affected by the
outward movement of people aged 15-39. This group accounts for 13 % of the EU population.

2 See Dijkstra et al. (2021 and 2023), who show that political discontent with the EU in Member States and regions is linked to an
important extent to economic and industrial decline and being in a development trap.
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Box 1.5 The geography of EU discontent and the regional development trap

In recent years, popular discontent has been
brewing in many parts of the world, including in
many countries in Europe'. This rising wave of
dissatisfaction with a ‘system’ that many feel
no longer benefits them is manifested in differ-
ent ways, from declining levels of participation
in elections to low levels of engagement in civil
so- ciety. The dissatisfaction can also be seen
in a growing tendency to support more
extreme, often

populist, options at the ballot box; and in
increas- ing signs of distress and outright revolt
by those dis- affected by the system?. In the EU,
this disaffection is reflected in the rise of
Euroscepticism?. Since the 2008 financial crisis,
the share of votes in national legislative
elections for ‘hard’ Eurosceptic* parties has
risen from under 5 % to 14 % in 2022, and for
all Eurosceptic parties from 7 % to 27 %.
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1 Greven (2016); Zakaria (2016); Hawkins et al. (2019); Hopkin (2020).

Rodriguez-Pose (2018); Kitschelt (2022).
Torreblanca and Leonard (2013); Dijkstra et al. (2020).
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Figure 1.24 Correlation between being development trapped and the hard Eurosceptic vote for

NUTS 3 regions, 2018—2022
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Source: Dijkstra et al. (2023b).

The rise of Euroscepticism is not an isolated
phe- nomenon. It is instead part of a broader
recent in- crease in the popularity of anti-
system, or populist, parties®. Explanations can
be classified as cultural or economic, or both®.
People living in places in de- cline frequently
feel trapped in regions they think no longer
matter and where they perceive they have no
future’. They feel ignored, neglected and
marginal- ised by a distant and aloof elite?, and
are ill at ease with a changing world that
threatens their identity and security.

A study?® finds that much of the rise in discontent

is concentrated in places that have been in a

devel- opment trap™. The classic example of a

region in a development trap is one that initially

experienced a spurt in growth allowing it to
o idlen

Hopkin (2020).
Noury and Roland (2020); Schmid (2022).

McKay et al. (2021).
Dijkstra et al. (2023).

levels, but subsequently got stuck without
manag- ing to reach high income levels'.
However, many regions in Europe have
stagnated — and even de- clined — at all levels of
development. The risk of be- coming stuck in a
development trap is higher in mid- dle-income
regions, but can occur in all regions. The same
study finds that falling into a development trap
is a major factor in understanding why Euro-
sceptic voting in national elections has been on
the rise across EU regions. People living in
regions in a development trap are far more
likely to be tempted by Eurosceptic political
parties and to support them in elections. The
authors also show that factors such as the risk,
intensity and length of time spent in a
development trap significantly increase the
share of the Eurosceptic vote.

5
6
7 Rodriguez-Pose (2018 and 2020); Lenzi and Perucca (2021).
8
9

10 The methodology to calculate the development trap is the same as that used in European Commission (2022).

11 Kharas and Kohli (2011).



support for parties opposing European
integration. Since development traps can occur
at different lev- els of development, but appear
to be a particular risk for transition regions,
they may require policy responses that go
beyond support for less devel- oped regions.
Assisting all regions that are devel- opment-
trapped to become more dynamic should help
to reduce regional inequalities and counter the
threat of rising discontent in EU societies.

2. Economic cohesion and
competitiveness to harness the
benefits the Single Market

The productivity dynamics examined above
are reflected in a broader measure of sub-
national performance, the RCI. This is a
composite indica- tor designed to capture the
11 main dimensions of competitiveness of EU
NUTS 2 regions: insti- tutions; macro-
economic stability; infrastructure; health; basic
education; higher education; training and
lifelong learning; labour-market efficiency;
market size; technological readiness; business
so- phistication; and innovation®?. The 2022
RCI shows a polycentric pattern, with strong
performance of regions with large urban areas,
which benefit from agglomeration economies,
better connectivity and higher levels of human
capital. The index is above the EU average in
all regions in Austria, the Benelux countries,
Germany and the Nordic Member States. (Map
1.9, left panel). By contrast, all eastern re-
gions, except most capital city ones, score
below the EU average. Southern regions also
score below the average, except for Catalufia,
Madrid and Pais Vasco in Spain, Lombardia in
Italy and Lisboa in Portugal. Ireland and,
especially, France have a mix of regions above
and below the EU average.

Less developed regions, however, have
improved markedly over time. In the six years
since the indi- cator was first developed in
2016, there has been a clear process of
catching up in eastern regions combined with
an improvement in southern ones, as they
recovered from the economic and financial
crisis (Map 1.9, right panel).
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Between 2019 and 2022, the RCI improved by
10 index points or more in the capital city
region in Lithuania (+20 points), Norte in
Portugal (+14), the capital city region in
Poland (+13), the Portu- guese outermost
region of Madeira (+13), and llles Baleares in
Spain and Slgskie in Poland (both +10).

Within Member States, capital city regions
tend to be the most competitive ones. The gap
between the capital city region and the others
is particularly wide in France, Spain, Portugal
and many of the eastern EU Member States.
This can be a reason for concern as it
increases pressure on resources in the capital
city region while possibly leaving them under-
utilised elsewhere. In three countries, how-
ever, the Netherlands, Italy and Germany, the
cap- ital city region is not the most
competitive. In the Netherlands, Utrecht
remains the best-performing region (at 151,
the EU average being 100), fol- lowed by
Zuid-Holland which includes Rotterdam and
The Hague (at 142). In Italy, Lombardia, which
includes Milan, continues to be the best-
perform- ing ltalian region (at 103), while in
Germany this remains Oberbayern, which
includes Munich (at 130), and several other
regions also outperform  Berlin  and
Brandenburg.




4 See Dijkstra et al. (2023a). Chapter 1: Economic



~

Chapter 1: Economic

Map 1.9 RCI: latest values (2022) and change since the first edition in 2016
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Box 1.6 Competitiveness, the EU Single Market and Cohesion Policy

The Single Market is a cornerstone of EU
integra- tion and competitiveness and goes
hand in hand with Cohesion Policy. Removing
barriers to the free movement of goods,
services, capital and workers has promoted a
better allocation of resources across the EU and
fostered the exchange of ideas and inno- vation.
However, market forces alone do not ensure
that everyone benefits from economic
integration. In fact, this report highlights
significant territorial dis- parities linked to the
different levels of development of countries and
regions, their specific geographical features and
their economic structure. These dispar- ities,
though tending to diminish, translate into dif-
ferent levels of competitiveness — as captured,
for instance, by the RCI — which in turn may lead
to frag- mentation within the Single Market. Left
alone, the free mobility of labour and capital in
the context of uneven levels of competitiveness
risks damaging co- hesion. Cohesion Palicy,
along with other policies, no- tably State-aid
rules, helps to create a level playing field
essential for the Single Market to function fairly,

while supporting less developed regions to

develop.

1 Crucitti et al. 2023.

By investing in infrastructure, innovation,
education and other key areas, Cohesion Policy
helps less de- veloped regions directly and all
other regions indi- rectly to reap the benefits of
the Single Market. The latter occurs because of
spill-over and scale effects linked to the policy
and the Single Market'. A more competitive and
integrated Single Market gives busi- nesses
access to a larger customer base and enables
economies of scale to be realised. The proper
func- tioning of the Single Market, however,
requires that producers and consumers
throughout Europe have equal access to it, so
that it can ensure the effective matching of
supply and demand and the efficient al- location
of resources across the EU as a whole, in the
long as well as the short term. But access
cannot be taken for granted — thus need to
support investment where access is limited,
especially in the less com- petitive and less
developed regions.
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