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1. Introduction

During this decade a number of fundamental policy and structural changes with profound implications for peripheral regions in the European Union (EU) have already or will take place. These inter-connected changes have included the near completion of the Single European Market, the expansion of the EU to include Finland, Sweden and Austria, and the Maastrict Treaty (with important revisions to be made in this year’s Inter-Governmental Conference). These have taken place in a period of recession and serious economic problems such as persistent and high unemployment. Also future changes have been proposed including moves towards a European Monetary Union and the changing relationships with and possible enlargement of the EU to include some of the Central and Eastern European countries (CEECs). This paper considers a regional dimension of one of these future fundamental changes: the economic implications for existing peripheral regions of the further enlargement of the EU to include CEECs.

At Copenhagen in June 1993 the EU Heads of Government agreed that associated CEECs could become members, although no timetable was set. The enlargement of the EU to include some of the CEECs
 as full members or the ‘partial’ enlargement through increased economic integration and financial support would have significant economic, institutional, political, security, migration and social implications for the EU as a whole (Laurent, 1994; CEC, 1995a)
. For existing EU peripheral regions there will be major economic issues due to ‘enlargement’ effects upon the EU economy, regional policies and the general public sector budgets (see for example: Albrechts, 1995; Jackman, 1995; Kowalski, 1989).

The next section briefly discusses theoretical issues concerning peripheral regions in the context of the current EU and those factors that influence and are influenced by peripherality and hence the wide breadth of policies directly influencing the development of peripheral regions. Section 3 considers possible economic impacts of enlarging the EU upon existing peripheral regions and secion 4 considers the impact of a range of related policies. Conclusions are drawn in the final section. 

These are considered in the next section.

2. Peripherality in the EU

Identifying peripheral regions 

The enlargement of the EU raises questions concerning the economic implications of peripherality for the economic development of the peripheral regions, how they relate to the characteristics of the regions, and the implications for policies. This section considers peripherality in the context of the current EU. Traditional core-periphery models have been used for analysing the Third-world (Hollier, 1988), centrally planned economies (Demco, 1984) and Europe (Wallace, 1990; Clout et al, 1989) in terms of interdependent, multi-directional economic dependency, or geographic location
. In addition to such bi-polar core and periphery models, researchers have developed other combinations such as Stöhr (1987, p.189) who suggests a tripolar typology founded upon on innovation with highly innovative regions based upon endogenous high-technology development. These include the sunbelt or mountainbelt regions, the ‘old’ industrial areas concentrated particularly on heavy industry and mineral resources; and underdeveloped regions predominantly rural with limited, exogenously controlled industrialisation. 

Williams (1987) sought to analyse the processes underlying the core-periphery relationship and distinguished regions of  rapid or slow accumulation of capital. The former were disaggregated by metropolitan areas such as London, Paris, Milan-Turin, Athens, and the newly emerging zones such as northeast and central and parts of southern Italy, western France, eastern Ireland and Denmark etc. The slow accumulation regions were split by those with obsolete capital (e.g. the Ruhr and coalfield areas of the UK, France etc.), and rural areas (much of Portugal and Spain, western Ireland, northern Scandinavia). Interestingly this classification results in some of the geographically remote (in terms of the EU) regions being included as ‘emerging’ parts of the economic core.

Parkinson et al (1992) identify three broad areas within the European Union: the old core, new core and peripheral regions. The old core (comprising the traditional industrial regions of northern Europe) suffered considerable industrial restructuring with decline in heavy manufacturing industry, mining and transport especially. Some areas have successfully expanded or developed new consumer and producer orientated industries (although often the new retailing jobs have been part-time), and many areas remain with high unemployment (often with Objective 2 status under the European Structural Funds regional policies). The new core is made up of the lightly industrialised Alpine, Mediterranean and Southern German regions which have expanded fastest, based upon modern high-tech industries and producer services. They argue that this is based upon good communication infrastructures, cleaner environments, quality leisure resources and accessibility to skilled labour and technical and research institutions. These criteria are very similar to those underlying the growth of the main  high technology regions (Breheny and McQuaid, 1987).

The most economically peripheral regions of the EU are the southern Mediterranean areas (Greece, Portugal, Western Spain, Southern Italy) and the west (Ireland North and South) which face both geographical peripherality and economic underdevelopment.  The inclusion of the Nordic countries brings in further peripheral areas with the added characteristic of extremely low population density (especially northwestern Sweden and northern Finland, as recognised in Objective 6 of the EC Structural Funds). Many of the peripheral regions have industrial sectors vulnerable to increased competition following the completion of the Single European Market and have productivity, investment levels, application of new technologies and per capita GDP well below the EU average. 

Generally peripherality has been considered in terms of the geographical distance of an area from the core or centre, with geographical distance being a surrogate for higher transport costs, poorer access to markets, capital, innovations etc., i.e. peripherality is related tp relatively poor access to markets and physical and non-physical resources. One index of peripherality that raises a number of issues is by Keeble et al (1983, 1988). They take a market orientated approach with core regions being those in close proximity to centres of demand and peripheral regions being those near few significant markets. Keeble et al calculated an index for each EU region based upon the GDP of other regions in the area considered, weighted by the inverse of the cost of shipping goods there, plus a measure of the importance of the region itself
.

It is interesting to compare the three regions in the UK with Structural Fund Objective 1 status (indicating that they have the greatest economic development problems and an average per capita GDP of 75% or less of the EU average). According to the ‘Keeble’ index (Table 1) the Highlands and Islands of Scotland are one of the most peripheral regions with an index score in 1983 of 42.4 (10 state EU average = 100), which is lower than Northern Ireland (56.5) (Keeble et al, 1988). However, Merseyside had a score of 133.4, reflecting the reasonably large markets nearby, although it is both geographically peripheral and has a GDP per capita of only around 75% of the EU averaging allowing it to be the third UK Objective 1 region. This illustrates that geographic centrality is not necessarily associated with prosperity and economic development as the Merseyside region formed part of their EU ‘core’ and had a higher index score than Milan/Lombardia (123.7). Keeble et al identified ‘natural breaks’ in the index and identified three main groups: central, intermediate and peripheral. The central and peripheral regions were split into ‘inner’ and ‘outer regions’ which largely reflected the level of urbanisation. Hence the Highlands and Islands and Ireland (50.7) and are ‘outer periphery’ while Northern Ireland is ‘inner periphery’. This does raise the issue of intra-regional differences. Some parts of the region may be less peripheral that other parts of a ‘more’ peripheral regions (e.g. western parts Ireland compared to Argyll in the Highlands, which is near Glasgow), but also the role of transport nodes (with parts of Ireland, Portugal etc. near their capital cities and close to key communication and transport nodes having relatively high accessibility). 

Issues concerning peripherality

Measures of locational peripherality raise two broad sets of issues - how the friction between regions (i.e. the core and periphery) is measured and what are the implications of this for the key factors influencing the economic development of the regions. First, the friction between regions is usually measured by distance, but how appropriate is weighted distance as a measure of peripherality as information technology and knowledge economies become more important (see below). Border crossings (financial and time) are a fixed cost, so the removal of the border controls as part of the SEM may have actually worked to the disadvantage of peripheral regions, although where goods from a peripheral region had previously to cross more than one border there may be relative advantages.

Additionally the transport of people, ideas and capital may not be closely related to the transport costs of goods, yet these are crucial to the competitiveness of organisations in a peripheral region and investment to these regions. Using standard costs of transport may not reflect the costs of different industries, and even if these are weighted by industrial structure the actual costs may differ due to the particular transport infrastructure and logistics, such as return loading, and transport costs may be non-linear (see Mayes, 1990, on the use of actual costs). 

In terms of access to markets, peripherality will affect particularly those exports sensitive to: transport costs (e.g. large low value goods such as insulation material); travel costs for staff, customers, (including tourists); time (which is becoming the main ‘cost’ in manufacturing according to Drucker, 1990, but more specifically can be important when an industry is organised in a manner such as ‘Just-in-Time’); certainty (this relates to time in the sense that if delivery is highly reliable then the time a delivery takes need not be a significant disadvantage); need for liaison between supplier and customer; need for supplier to access market information directly in the market. Porter (1990) argues that a demanding home market is crucial to the development of an industry, although it is uncertain as to whether the home market is the regional, national or EU level, so peripheral regions would be at a considerable disadvantage in industries with predominantly national or EU markets.

The concentration upon manufacturing industries also often introduces a bias where it fails to reflect the economic structure economies of regions by ignoring ‘exportable’ services and primary industries that may be fundamentally important to them. Similarly transport between nodes may be cheaper than from a nodes to its hinterland. The scale of region chosen will influence results, as will the choice of where is the centre of the region measured from (e.g. the population centre or production centre may not be the same). The  role of innovation and access to information etc. may be underestimated, with capital cities, for instance, having higher accessibility to such competitive factors than allowed for in the indexes. When calculating costs, the issue of exchange rates and bringing currencies into purchasing power parity remains a problem.

A second group of issues is that peripherality influences and is influenced by the characteristics of the region including many factors such as industrial structure, the quality and scope of physical and business infrastructures, factor cost and supply, market demand, institutional infrastructure and networks, agglomeration economies and technological development which are all important to the development of peripheral regions. Hence, in addition to inter-regional relationships (e.g. in terms of  communication costs), overlapping intra-regional factors such as inputs, agglomeration economies and production networks need to be fully considered when discussing peripherality. 

Similarly distance may lead to disadvantages in the supply of inputs in terms of transport costs, specialist services, skilled labour (especially as more flexible work patterns may result in specialists concentrating in the core where their market is larger and more easily accessed), access to innovation and capital. While peripherality may be associated with lower factor costs, such as labour. It is interesting to note that peripheral regions should exhibit labour cost advantages, the EC (CEC, 1994) suggest that macro-economic harmonisation may lead to upward pressure on wages in peripheral regions, and so a reduction in their cost advantages. External ownership of plants may also determine location and  relocation decisions of branch plants (Bachtler and Clement, 1990) although these may be influenced by the communication infrastructure availability (McQuaid et al, 1996). However, the base of indigenously controlled businesses may provide scope for future expansion Begg (1989a).

Krugman (1991) argues that the concentration of economic activity in space is due to the increasing returns to scale in production. These are due to spillovers from the pooled labour market, externalities relating to inputs from supplier industries etc., and information and technological factors within industries. Dynamic inter-industry clusters may also lead to agglomeration economies (Doeringer and Terkla, 1995). However, it is not simply the existence of certain industries, but also the networks of formal and informal relations between organisations that are important for regional growth (Mazzonis, 1989) and for small business formation (McQuaid, 1996). The question arises, if social, institutional and other networks are important between firms, do these networks and the factors influencing these networks vary systematically across space? Storper (1995) argues that the regional is the locus of  “untraded interdependencies” such as labour markets, public institutions and locally or nationally derived rules of action, customs, understanding and values (p. 205), and hence policies need to address these issues as well as the physical and direct business support and labour supply issues, particularly in peripheral regions with a limited economic development levels and large historic outmigration which may weaken the institutional base.

Technological change includes access to new technologies and help in utilising them, propensity to innovate and opportunities for skilled staff so that they may be retained in the region. Clearly technology is important in the development of new and improved products and production processes and peripherality may hinder technology transfer and indigenous technological development. Hanson (1992) has suggested that the innovative regional milieux is important for development. However, Campagni (1995) argues that while innovative millieu (i.e. wide synergies among local actors which give rise to fast innovation processes) are present in lagging regions in the EU, they are rare and present only in potential and not fully developed forms (due to lack of entrepreneurship or ‘backward’ social environment etc.). Research on the development of successful technological regions, such as the UK’s “M4 Corridor” suggests that policy played an important role, as did institutional factors and inter-firm links (e.g. Hall et al, 1987) while in U.S. the East and West coast high-tech industries exhibited very different forms of co-operation, with considerable informal knowledge transfer even among competitiors in Silicon Valley but less such co-operation among East coast firms (Saxenian, 1995). 

While defence expenditure has historically been important in technological development, it is conceivable that new environmental technologies developed with public sector support could perform part of the role of defence spending over the last half century, in terms of providing support for fundamental research, innovation, and a secure market, with competition between suppliers but the possibility of policy influencing the location of developments (and hence spin-offs). Indeed, Japan already has a 100 year policy on environmental technology development (Ishida, 1993, Peng, 1992). Policies to support endogenously developed technology of peripheral regions (including purchasing policies in industries such as defence, or possibly new environmental technologies) are important in addition to technology transfer policies.

Will the rise of information technology and the knowledge industries eliminate geographic peripherality? The new information technologies and rising importance of  knowledge industries and occupations may reduce the geographic disadvantages of peripherality, with access to knowledge rather than distance determining peripherality. Florida (1995) argues that regions must provide the crucial inputs required for knowledge-intensive economic organisations to flourish: manufacturing infrastructure of inter-connected vendors and suppliers (on a global basis); a human infrastructure that can produce knowledge workers, facilitates the development of a team orientation, and which is organised around lifelong learning; a physical and communication infrastructure which facilitates and supports constant sharing of information, the electronic sharing of data and information, just-in-time delivery of goods and services, and integration into the global economy; and capital allocation and industrial governance systems attuned to the needs of knowledge-intensive organisations
. 

However, the characteristics of peripheral regions and their access to key sources of knowledge and use of that knowledge may still leave them economically marginal. Regions will increasingly be interdependent and integrated and will become focal points for economic, technological, political and social organisation as the nation state is squeezed between accelerating globalisation and rising regional economic organisation. There is likely to be an associated shift from focus emphasising national competitiveness to ones which revolve around the concepts of economic and environmentally sustainable advantage at the regional as well as at the national scale.
Empirically, Richardson and Gillespie (1996) found that the major communications infrastructure investment in the Scottish Highlands and Islands  created some employment, but that this was mostly from inward investment seeking relatively skilled labour at low cost and not from indigenous firms. Hence current EC policies to improve information infrastructure may be a necessary but not a sufficient condition for economic development in peripheral regions.
In summary, there are many different types of regional peripherality (geographic, distance from decision making, from markets or sources of information, innovation etc.), and different levels of peripherality (e.g. the ultra-peripherality of the French overseas territories and the Canaries and Azores) each of which will have a different impact upon a region depending upon its characteristics. There are differing levels of peripherality with some entire countries being peripheral (e.g. Ireland) or regions being peripheral in terms of their own country as well as in terms of the EU
, and some city-nodes may suffer less from the effects of peripherality (perhaps due to good communications infrastructure) than their hinterland. It is important to consider the how peripherality relates to characteristics of the regions and factors influencing the economic development of peripheral regions. This suggests that policies to deal with the consequences of peripherality need to cover a range of intra- and inter-regional issues.

3 Economic Implications of Enlargement
What are the implications for existing EU peripheral regions of an enlargement of the EU? Standard economic theory suggests that enlargement will lead to greater economic growth and economic welfare across the EU (for example: Armstrong and Taylor, 1993). The European Commission appears to promote this view (CEC, 1995a) and claims that its current policies should result in EU growth (CEC, 1995b) and that even lagging regions will gain (although, excluding East Germany, not as much as the EU average, CEC, 1993a), assuming that the reforms in CEECs do not fail. This should lead to an improvement in the economic position of the whole EU although the peripheral regions will probably not benefit in relative terms without adequate policies, as discussed below. There are a number of issues that need to be considered to improve our understanding of locationally peripheral regions and to see if the concept of locational peripherality is becoming less important.

The CEECs should have potential comparative advantages and some production would shift there (Jackson, 1995). The education standard of the workforces in many of the Visegrad countries is high and with low labour costs. They also have good transport and communication links to the main EU economies, are closer to the German market than many existing EU peripheral regions, have had considerable recent private EU investment (e.g. in Hungary and the Czech Republic) and are developing the legal and financial institutions for a market economy. They also have relevant language skills widely available, and some cultural links. Hence they are in a good position to improve trade and attract investment. Using a gravity model
 Wang and Winters (1991) and Winters and Wang (1994) estimated the trading potential (for the mid-1980’s) of the CEECs including the Soviet Union if they had liberalized trade
. The results indicated that trade within CEECs and with developing countries would not increase, but trade with industrialised countries would have grown by factors of three to thirty. They estimated that for the four Visegrad countries the difference between potential and actual exports from France were US$5748m and 501m respectively giving a net potential of US$5247 of increased exports. For (West) Germany, Italy and Ukthe net potential export increases were US$9075, 4744 and 4083m respectively (including East Germany does not significantly alter the relative results)
. If Bulgaria, Romania, USSR and East Germany were added the figures were US$ 18910, 42736, 15138, 14928million respectively (calculated from Wang and Winters, 1991, table 7). Hence, not surprisingly, Germany would gain most from increased trade in absolute and relative (to GDP), while more distant countries (and hence peripheral regions) would gain less. Similarly van Bergrijk and Oldersma (1990) used a gravity model with 49 countries for 1985 and estimated that while CEECs would gain most from improved trade, the western flank of Europe (France, UK and Benelux) would be relatively unfavourably placed compared to Germany, although there are net welfare gains. While the results of such models will be affected by the assumptions and model structure, they do correspond with expectations,and also with trading patterns before the ‘Cold War’ (Berghahn, 1996) as in 1938 some 30% of Hungary’s and Poland’s imports came from Germany. In summary, the new members will provide a market for EU goods, but given their geographical proximity this should place the core member states, such as Germany, at an advantage.

Also investment from the core EU countries may be directed to CEECs rather than to the existing EU periphery. This is particularly the case where close contact between producer and customer is required. Non-EU inward investment may well be attracted there for similar reasons as well as closer proximity to the core market than in the existing EU peripheral regions. However, the earlier discussion in this paper noted the importance of other factors, such as the institutional framework, and hence the comparative advantages of the CEECs are not necessarily sufficient for their development.

Is peripherality still relevant?

However, there is a debate as to whether convergence of the regional economies is taking place so peripheral regions may move towards the core in terms of GDP per capita, unemployment etc., although the current relative problems of these regions and the speed of any such convergence would still pose a problem. Based on EC evidence (CEC, 1987, 1994) there were great disparities across the EU with peripheral regions increasingly disadvantaged
. Evidence suggests that convergence does not occur in all periods, with Button and Pentecost (1993)
 arguing that there was no significant convergence of GDP per capita across the EU during the 1980’s. Similarly, Armstrong (1995) found only slow income and output convergence after the 1960’s
.

Similarly, the migration of people from the periphery to the core may not counter regional disparities (Begg, 1995). An enlargement to include some CEECs would probably lead to potentially large migration from them (linked to better opportunities and to ‘push’ factors of job losses following restructuring) which may increase social and political tension in core countries, and may provide greater competition for migrants from existing EU peripheral regions (and possibly slow outmigration from them).

While many of the arguments suggest than in economic terms the peripheral regions will fall behind the core, MacRae (1994) suggests that the EU may be close to reaching the limits of the benefits from integration. Those EU countries with the most to gain from economic specialisation as a result of integration have largely done so already and hence have the least to gain in the future. While there is still scope for greater integration (e.g. on currencies) and specialisation future gains from specialisation will be harder to achieve than previously
. Those with economies geared towards areas of high future world demand (e.g. financial services) may do relatively well, especially if the EU goes through a period of economic stagnation. He argues that if the EU reaches its limits of specialisation, then the magnet of the core will be reduced. Those peripheral regions with world markets and without key structural problems may thrive relative to the core. Indeed he writes “it is possible that being on the fringe of Europe, both physically and intellectually, may be a warmer place than being at the core” (p. 69). However, in the medium term it appears unlikely that if the EU expands then the economies of  existing EU peripheral regions will converge towards the rest of the EU, unless there is rapid growth in the EU economy.

In addition to the economic impacts of expanding the EU trading block or actual EU membership discussed in this section, there are a number of inter-related policy implications which will have a significant impact upon existing regions of the EU. These are considered in the next section.

4 Policy Implications of Enlargement

As discussed above, the enlargement of the EU to include Visegrad and possibly other CEECs is likely to move the centre of economic gravity towards the core, particularly of Germany. However, it will also have important direct and indirect impacts upon all regions through macro-economic policy, particularly the EU budget and transfers at the national level
. A dialectic of enlargement is to consider convergence, as EU policies concerning convergence are essential in understanding the impacts of enlargement. Convergence in the European Union context has at least two meanings. From a regional perspective it relates to reduced inequality through convergence of levels of wealth, GDP and/or unemployment etc. However, from a macro-economic policy perspective it is often used to relate to the criteria for member states to join a Single European Currency and to refer to aligning financial and monetary factors such as budget deficits, national debt, inflation rates and interest rates (Curbelo and Alburqueque, 1993). 

The remainder of this section considers some of the macro-economic policies directly linked to economic development and peripheral regions (including the issues of automatic transfers and the implications of monetary and financial convergence and the role of European Monetary Union), before reviewing the specifically regional and transport policies. It then considers the wider implications of these policies for the regional dimensions of the much larger national budgets.

Macro-economic policies

Macro-economic policies can influence the level of GDP etc. within member states and hence their regions but will also influence the development of regional economies in terms of expenditure in a region etc. Hence the impacts of enlarging the EU on macro-economic policies must be considered along with the implications for explicit regional policies. Macro-economic policies which maintain a stable exchange rates, low inflation, low interest rate environment with ‘sound’ public finances should provide the basis for sustained economic growth across member states. However, these are likely to lead to deflationary pressures (Smith, 1992) in the short run, and significant structural problems may arise the labour markets and industries in particular regions.

Even without enlarging the EU the likely impacts of financial and monetary convergence are that budget deficits should be reduced (to 3% or lower) in most member states in order to meet the target criteria for a Single European Currency
. The enlargement of the EU would work counter to this by placing further pressure on both the EU budget and on the budgets of existing member states who will need to increase their net contributions to or reduce their net receipts from the EU (Jackson, 1995)
.

Many of the EU policies such as the proposals such as set out in the ‘White Paper’ on competitiveness (CEC, 1993b), the EU Employment Strategy (CEC, 1995a) and Lifelong Learning Strategy (1995c), have direct or indirect impacts upon regions and hence may disadvantage peripheral regions (Begg and Maynes, 1991). A major example of the spatial impacts of EU expenditure of importance to many of the peripheral regions is the main EU budget of the Common Agricultural Policy (CAP). Agriculture was given special attention in the 1957 Treaty of Rome Article 39 (with five main objectives concerning increasing productivity, ensuring a fair standard of living, stabilising markets, assuring supplies and ensuring reasonable prices for consumers). This funding involves the transfer of massive amounts of the EU budget to particular groups and individuals and linked industries and may favour the wealthier regions (Ardy, 1988) with Mediterranean peripheral regions particularly disadvantaged (Franzmeyer et al, 1991). Some explicit spatial policies were developed with the CAP such as the 1975 Less Favoured Areas Directive (for areas with physical handicaps to production) and linked to other regional and social fund policies (such as in the Western Islands in Scotland). The funding clearly will have different impacts upon different regions depending upon the type of policy and the location of the main linked industries. OECD figures show that 35% of EU farm incomes come from subsidies, so the scale of transfer is large. Other implications are the impact of the policies upon prices in all regions, including peripheral ones. 

As the Central and East European countries likely to join an enlarged EU are more agriculturally based than existing member states, the impact of the Visegrad countries joining would more than double the CAP cost with an additional 37bn ECU per year (Anderson and Tyres, 1993). Clearly such budget increases would be impossible unless the EU decided to significantly increase the budget as a share of EU GDP, with most of the increase being directed towards the new countries. Many economists argue for abolition of the CAP (eg. Jackson, 1995) as it has lead to significantly higher prices - paid buy all members of society and regressive in the sense of prices and tax raised to fund it impinging relatively more on those with lower incomes. Much greater analysis is needed of the regional distributions and biases of the large mainstream budgets which have direct and indirect impacts upon regional economies. The implications for existing peripheral regions is that their share of existing structural and other funds, such as CAP, would be likely to decline in absolute and relative terms, and there may also be an additional diversion of GDP from their member state to the CEECs. There is likely to be considerable resistance from the main countries having to fund any increase in EU budget and from those likely to lose funding. The German Finance Ministry (Stark, 1995) has warned of this, as has the rise of groups such as the Northern League in Italy (Curbelo and Alburqueque, 1993). 

The transfer of EU funds to needy regions or groups could be achieved through the use of  automatic transfers, as is common within most member states. Such transfers usually lead to the direction of resources on the basis of need with a general bias in the UK towards peripheral regions particularly in welfare (Breheny and McQuaid, 1987). MacKay (1995a) argues that market solutions alone will not lead to cohesion and balanced regional development and that automatic stabilisers involving regional transfers are essential and ‘natural’ in advanced economies, including the largest EU states. In particular people and communities whose skills are made redundant can lose their relevance to the economy rapidly, but human and physical capital will take time to develop and adjust. Assumptions that spatial inequalities are temporary and minor are not realistic. 

Indeed the MacDougall Report (CEC, 1977) argued that a system of explicit and automatic transfers within the EU was important for moving towards political and economic union. However, automatic transfers are still largely absent. There is a potential contradiction that while inter-regional/community fiscal transfers are widely accepted within countries to reduce the income differences resulting from uneven development, such political support may be lacking when it comes to significant transfers from one country to others within the EU. Goodhart (1990) argues that usually equality of welfare for each citizen does not apply beyond the boundary of the nation state, soit will be difficult to develop automatic transfer policies across the EU. 

MacKay (1995b) suggests that problems of political will may frustrate attempts at fiscal transfer but these issues must be seriously considered within the EU. However, without such automatic stabilisers to redistribute the gains and losses from further economic integration there will be “stagnation of the integration process, and at the worst result in secession and dissolution” (CEC, 1977, p.60). If automatic transfers were brought in then most would be directed at the new CEECs given their low incomes, and it is difficult to envisage political support form existing member states for this as it means large transfers (to be have a meaningful impact the budget would need to be large), which may be difficult to control and some loss of control of a potentially significant budget.

The move towards a European Monetary Union and a single currency will also influence the development of member states and their regions through changes in monetary and fiscal policy,  through budget constraints discussed above and through removing exchange rate variations as a policy option, and changing the focus from member states to the EU in terms of external balances of trade
. This could lead to exchange rates which take little account of impacts upon peripheral regions (Armstrong and Taylor, 1993). Krugman and Venables (1990) argue that small countries engaging in mutual and equal reductions in barriers to trade with larger countries may suffer ambiguous effects  (welfare gains through competition and economies of scale but wage declines and possible loss of industry) so they should under value their currency. Krugman (1993) suggests that the European Monetary Union will increase regional disparities, while Abraham and Van Rompuy (1995) also imply a worsening of disparites, especially of there is a limited responsiveness of labour to regional shocks. Similarly the monetary policy will be focused towards the needs of the EU as a whole (or specific members) with relatively less weight given to the needs of individual nations or regions. While this is currently a problem for regions within a member state, the disconnection between local circumstances and those influencing the monetary policy are in general likely to become greater as monetary policy is determined at a larger scale.

Unless there are mechanisms for taking account of regional perspectives, both policy measures and strong regional influence on general policy making (such as potentially through the EU Committee of Regions), then there are dangers that policies could concentrate upon transfer payments to minimise pressures from regions rather than to encourage full regional economic development.

Regional policies

The regional policies of the European Union and its predecessors are discussed elsewhere (e.g. Dignan, 1995). The Treaty of Rome of 1957 mentioned that regional disparities should be reduced, but regional policy was left to individual member states. The 1971 Werner Report raised regional policy as an important issue and proposed convergence of income levels across the European Community, as otherwise European Monetary Union could be jeopardised. Financial support for poor regions came primarily from the European Investment Bank and the European Coal and Steel Community. In the mid-1970’s the European Regional Development Fund was set up to provide financial support for regional development policies of member states, especially grants for infrastructure (Pinder, 1983)
. The entry of Spain and Portugal in 1986 and Greece in 1981 meant that the poorest regions were in the South and West. 

The EU regional policy was reformed in 1989 with a doubling of Structural Funds (ERDF, European Social Fund and the Guidance section of CAP) over 1988-1993 to help regions adjust to the Single Market. The three main types of regions aided were Objective 1 or lagging regions (including most of the most geographically peripheral regions), Objective 2 regions undergoing industrial decline (spread throughout the traditionally industrial areas of the EU) and Objective 5B regions covering rural areas, again usually geographically peripheral. Some  further changes were made in 1993 following the Maastricht Treaty which included new Objective 1 (and 5b) regions. These include the peripheral Highlands and Islands in Scotland, but also Merseyside (discussed above) and East Germany (which while on the eastern border of the current EU is close to and may become part of the Union’s core)
.
The EU policies relating to the Structural Funds have consistently been to improve indigenous growth of assisted regions (see for instance CEC, 1995c), so that convergence is reached through bringing the poorer regions up to the levels of the wealthier ones. The main policy responses of many cities in peripheral regions were upgrading and extending their strategic communications infrastructure (Dawson, 1992) to reduce the ‘friction’ of the physical distance from the EU core, hence allowing diffusion of innovation etc. Parkinson et al (1992) found that agglomeration economies remained important with control and command functions predominantly in the core regions. One result of major infrastructure and other investment in the main cities of the peripheral regions may be to exacerbate the intra-regional differences, perhaps resulting in a system of cities (Pred, 1977) which are well linked together, but have poor links to the economies of their hinterlands.

Other important policy responses to the structural implications of the macro-economic policy implications of the enlargement of the EU have focused upon capital, labour and related infrastructure (see for instance: CEC, 1995a, b). For example: improving competitiveness of firms in peripheral regions, through innovation, capital investment, ‘export’ initiatives marketing; labour market policies such as labour migration (although barriers such as language remain), flexible working, wages and non-wage costs, improving the supply of labour (education, training and the related lifelong learning) and ensuring access for disadvantaged groups; and improved communications and infrastructure. Finally, the degree of national protection, via hidden subsidies or public procurement restrictions etc. are also important (Begg, 1989b) as while these should be eliminated by the Single European Market (SEM), many of the industries of the CEECs have significant barriers (most notably  agriculture). The SEM also restricts the level of regional aid that can be given by national, regional or local bodies.
The Single European Market raised the issue of its impact upon peripheral regions (Begg, 1989b) and was linked to the development of Structural Funds to promote the development of lagging regions and assist those with declining industries (such as agriculture). The Structural Funds have a budget of 170bn ECU from 1994-99. However, after 1999, it is possible that many of the resources may be diverted from existing peripheral regions (except perhaps those with extremely low GDP or the new Nordic members) to the countries to the east who are preparing for membership. Table 2 shows the per capita distribution in eligible regions or areas of the main geographically focused ERDF funds (excluding the many Community Initiatives which are for particular purposed such as adjusting to declines in textiles, shipbuilding or the defence industries). It shows the importance of Objective 1 funding, particularly for the Mediterranean countries, Ireland and geographically peripheral parts of the UK (primarily the Scottish Highlands and Islands and Northern Ireland). Should the Visegrad states enter the EU then the average EU GDP level would fall and areas such as Merseyside and the Highlands and Islands would move over the eligibility threshold of 75% of average GDP and so lose out on Objective 1 status, losing resources (unless the threshold was changed).

If the Visegrad countries joined and received Objective 1 status (as their economic position would seem to warrant), then EC (CEC, 1993) data suggest that they might be eligible for 26 billion ECUs, almost half of the existing EU budget
. Baldwin (1993) estimates that the net cost to the EC budget of admitting the four Visegrad countries would be 58.1 bn ECU per annum and it would take 30 years for them to reach an average per capita GDP of  75% of the average, so the cost would be ongoing for the foreseeable future. This is because their GDPs are low, they would contribute little in revenue but be eligible for considerable aid, they are heavily dependent upon agriculture and have a population of around 64 million concentratd in Poland (38 million). Maresceau (1992) also suggests that the annual aid budget to the CEECs would be 25 times that of current aid to the 5 southern EU countries. Similarly these countries would have a greater claim on the other Structural Funds than most existing EU countries
. 

It is worth noting that to replace Structural Funds that may be diverted to the CEECs after 1999, there is a danger of peripheral regions linking together to gain EU financial support (eg. through Inter-Reg type funds), but that the basis of this support may be to transfer funds rather than to genuinely improve regional economic development. Regions that share some common links (eg. boundaries on the Atlantic) may have few economic links and effort to promote such links, in order to get EU funds, may divert them from other policies or forming links with areas that would give a greater economic impact
.

Transport Policies

Within the European Union there has been considerable interest in ensuring that policies relating to the provision of transportation infrastructure should not hinder economic development, and should promote the development of disadvantaged peripheral regions (Biehl, 1986; Button et al, 1994). Similarly individual European countries have long used transport in an attempt to aid regional development (for instance: in the UK see Department of Transport, 1989).

The desire for greater integration through the Single European Act acted as a catalyst for the development of various strands of transport policy particularly with respect to the rôle of infrastructure (Smyth and Klavinskis, 1993). The European White Paper on Growth, Employment and Competitiveness (CEC, 1993) argues that improved Trans-European Networks are important for stimulating economic growth. Ironically greater accessibility due to improved transportation networks may increase the centralisation of production and distribution facilities following the greater integration due to the Single European Market and so hinder the development of peripheral regions.

The Common Transport Policy of the EU has traditionally been concerned with the harmonisation and liberalisation of transport operations within the Union (Whitelegg, 1988; Vickerman, 1991). For instance, the Treaty of Rome in 1958 included a major component relating to transport (Article 75, for example, discussed international transport to, from or through Member States). More recently, Title XII of the Maastricht Treaty on European Unity explicitly considered transport (in particular Trans-European Networks) and and its regional impacts. It states that the development of Master Plans for high-speed rail, combined transport, motorways and inland waterways, including the development of new networks where their absence causes isolation or hampers the development of part of the Union’s territory (CEC, 1992: 8). These, together with policies on tele-communications and energy infrastructure were intended to contribute to the establishment of the internal market through improving the mobility of goods and people and the promotion of economic and social cohesion (Articles 129 b-d of the Treaty). However, Nijkamp (1995) notes that the quality of the communication infrastructure in nodal centres, interoperationality (especially between national systems) and intermodality and integration (between short- and long-distance transport) will be important to integrate all EU regions with transport network.

National Budgets

The EC budget is only around 1% of the GDP of the EU and at the start of the Single European Budget in 1993 it was 0.9% of GDP. Hence it is necessary to consider some of the implications on the budgets of the individual member states. As discussed earlier when considering automatic transfers, it is not sufficient to consider only regional policies as in addition to their role in providing public goods and socially and economically productive goods, fiscal expenditure policies also have an important  redistribute effect among groups and regions, and can provide a major source of demand for regional firms. This redistribution may result in maximising welfare, but where decisions are not made on efficiency or equity grounds then their implications must be made explicit. 

A stable macro-economic environment with a credibly implemented plan to restore public finances (such as the EU target to reduce Member state deficits) may lead to a virtuous “crowding in” effect, whereby short term investment and employment is encouraged due to improved confidence of the private sector and a reduction on the risk-premium on interest rates (CEC, 1995. p. 5). However, this may vary by member state and the private sector “crowding in” investment may take place in different locations than the cut in public investment, probably resulting in a relative increase in core regions rather than peripheral ones. Similarly the type of investment will  differ leading to further structural problems for different labour groups. 

Taking the UK as an example, when per capita government expenditure undertaken to provide services for the benefit of the residents of that region is considered, the peripheral regions appear to benefit considerably. Regions such as Scotland get a relatively high share of this compared to its population, which is not surprising given the costs of providing services in remote areas and the relatively high levels of need for health and welfare etc. However, these figures exclude those expenditures (about 20% of the total) that are for the general good, such as defence, prisons and foreign affairs. As in many OECD countries, the Ministry of Defence is UK industry’s largest customer, and as shown in Table 3 the budget is considerably biased towards the southeast and southwest of England in per capita as well as total terms (see Breheny and McQuaid, 1987 for earlier figures, and for the US see for instance, Markusen et al, 1991 and Malecki, 1984). The data show that the prosperous southeast of England receives government regional expenditure of 99 (UK=100) while Wales receives 107. however, when defence expenditure is included in the figures, the southeast gains a much higher share than Wales (131 compared to 43), so together overall expenditure actually is biased in favour of the southeast core (103 compared to 99). This is indicative of non-geographically distributed budgets, often biased towards the core, far outweighing the impacts of explicitly geographically identified or regional development budgets.

This expenditure goes towards providing skilled jobs and other spin-offs to the local economy. A number of studies have shown the significance of defence spending to local economies in direct terms and in terms of spin-offs to other industries such as electronics and aerospace (e.g. Lovering, 1988). Clearly tens of billions of pounds spent upon defence procurement over the years will have a much greater direct and indirect impact upon a region’s economy than the equivalent expenditure on welfare payments to individuals. The expenditure patterns of the member states is of much larger scale and significance than the EU expenditure, but does not necessarily benefit peripheral regions as much as regional development support suggests. Also the figures illustrate that the source of relative budget reduction will have significant locational impacts, with welfare or education cuts adversely affecting peripheral regions compared to, say, decreases in defence budgets. hence the geographic implications are uncertain.

Hence, an enlarging of the EU is likely to result in a significant increase in pressure on both EU and on member state budgets, particularly of tied to financial and monetary convergence. European Monetary Union convergence criteria are likely to lead to cuts in public expenditure and budget deficits in may countries, which may in turn reduce regional support policies, but may reduce mainstream budgets such as education and welfare which are of particular importance to peripheral regions. It will also result in the fundamental reform of the main EU programmes. These changes will have significant redistributive impacts (upon individuals, firms, and regions) who currently benefit from existing programmes and will get less benefit in future and on those who will have to fund the higher expenditure (e.g. perhaps through taxes, higher interest rates paid or higher prices). However, if the policy changes are designed to increase economic welfare and to take account of the impacts upon the development of peripheral regions then some of these factors may be ameliorated.  

A further argument is that the EU should concentrate upon transfers between member states and leave inter-regions distributions to those states. This would run counter to the idea of “Europe of the Regions” and the growing economic development emphasise upon the region as a policy and decision making structure. Finally, the form of revenue generation will also have regional impacts (the main ad valorum taxes are clearly regressive), but revenues raised, for instance from natural resources may also be particularly important for peripheral regions (for instance from oil in Scotland)
. Attempts to attract inward investment or otherwise promote economic development may include reductions in taxes, although this could further limit investment public investmen

Hence the EU convergence criteria are likely to lead to cuts in public expenditure and budget deficits in may countries, which may in turn reduce regional support policies, but may also reduce mainstream budgets such as education and welfare which are of particular importance to peripheral regions

5 Conclusions

There are significant institutional, political, and economic implications for of the enlargement of the EU to include Central and Eastern European countries. This paper has argued that these will have particularly significant direct and indirect impacts upon existing peripheral regions of the EU. Analysis of peripherality and related policies will need to deal with a range of factors beyond capital, labour and physical or communications infrastructure to include local institutions etc. in order to promote indigenous development of the peripheral. It is important that such policies are used to increase the competitiveness of regions and to genuinely support their economic development, (within the wider social and environmental contexts).

If  the EU is enlarged then the centre of economic gravity (in terms of trade flows and investment) is likely to move eastwards from its present position i.e. be more firmly centred upon Germany. This will increase the relative economic peripherality of existing EU peripheral regions. The new eastern countries may compete directly with existing peripheral (and other) regions, as they have similar industrial structures (greater reliance on agriculture and heavy industries), factors of production, and may perhaps develop effective new institutional networks and links between the key actors if they are galvanised by the economic development opportunities and can overcome their recent economic and institutional heritage.

In terms of funding through the EU, the existing regions may again become relatively more peripheral as they have much greater competition for funds, and less political influence within an enlarged EU. National, as well as EU, budgets will also be constrained, further restricting policies benefiting peripheral regions. It is crucial therefore to consider fully the spatial impacts of all existing and future changes in mainstream national and EU funding programmes and their impacts upon regional development, so that peripheral regions do not lose out to wealthier regions across the full range of budget expenditure.  In response to this there is a danger of peripheral regions linking together to gain EU financial support to replace that diverted to the CEECs, but that the basis of this support may be to transfer funds rather than to genuinely improve regional economic development.

There will need to be major reform of  the main EU Funds (especially the Common Agricultural Policy and the Structural Funds) or the budget demands of the potential new members would overwhelm the funding available, unless there was to be a major shift in resources from member states to the EU. These conclusions apply are similar if enlargement is through giving full membership of the EU to CEE states, or through giving them preferential EU financial support and market access. In the former case the pressures due to the need for Institutional change within the EU and due to migration from the East may be greater than in the latter case.

There are a number of options on how to deal with the possible expansion of the EU. Three of the possibilities with differing implications for financial or other support, migration access to EU markets, and political integration etc. are: first, the CEECs (or initially a few of them such as the Visegrad countries) could be given full membership of the EU with changes in main EU policies (especially CAP) and institutions, and an increased EU budget (which would have repercussions for peripheral regions and national budgets in an era of extreme budget pressure on member states). Second, the EU could adopt a multi-tier membership approach with different states receiving different levels of support and different integrated into policies such as the Single European Currency. This could apply to existing EU members as well as new CEECs and may be a move away from a more federal EU system. 

Third, the CEECs could be given an associate status with financial aid and access to European markets for certain goods (although reductions in world trade barriers may make this relatively less important), but possibly with restrictions on migration. Clearly various combinations and levels of economic and political integration into the EU are possible. The improvement of trade and greater integration of the CEEC countries is important for them and the EU as a whole and should increase overall economic welfare. A major challenge will, however, be to ensure that the economic gains from any enlargement are spread to all parts of the EU through policies that promote the development of peripheral regions.
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Table 1: Peripherality Index 

- selected EU regions in 1983

	

	
	
	

	Region
	
	   Index

	
	
	

	Paris/Isle de France
	209.4

	Brussels/Brabant
	161.1

	Amsterdam/Noord-Holland
	139.7

	Merseyside
	133.4

	Milan/Lombardia
	123.7

	Northern Ireland
	56.5

	Ireland
	
	50.7

	Highlands and Islands
	42.2

	Calabria
	
	39.6


EU - 10 Average = 100.

Source: Keeble et al (1988).

Table 2: Annual Per Capita Aid in Objectives 1/2/5b/6 areas 1994-99 (ECU at 1994 prices)

	
	Objective 1/6
	Objective 2
	Objective 5b

	
	
	
	

	Belgium
	94
	38
	29

	Denmark
	-
	42
	25

	Greece
	228
	-
	-

	France
	146
	40
	38

	Luxembourg
	-
	18
	33

	Ireland
	267
	-
	-

	Italy
	117
	36
	31

	The Netherlands
	125
	38
	31

	Portugal
	236
	-
	-

	Spain
	188
	48
	64

	United Kingdom
	116
	40
	48

	Germany
	139
	35
	26

	EUR -12
	170
	40
	36

	Finland
	108
	46
	35

	Sweden
	110
	33
	36

	Austria
	121
	31
	36

	EUR - 3
	111
	37
	36

	EUR -15
	169
	40
	36


Excludes Community Initiatives.

Total: Objective 1 (EUR-12) 1994-99 = 93810 MECU (60% ERDF, 23.5% ESF, 16.5%EAGGF/FIFG) 

Total: Objective 2 (EUR-12) 1994-99 = 6975.2 MECU (77% ERDF, 23% ESF).

Source: NOGRAN (1995), CEC (1995d).

Table 3: Per Capita Regional Government Expenditure in the UK (£).

	
	Regional
	Defence
	Total

	
	(excluding Defence)
	Total
	

	
	
	
	

	Region
	i
	ii
	i + ii

	
	
	
	

	South East
	99
	131
	103

	South West
	84
	227
	101

	East Anglia
	83
	117
	87

	East Midlands
	84
	90
	84

	West Midlands
	86
	59
	83

	North West
	98
	51
	93

	Yorks/Humber
	92
	44
	86

	Northern
	108
	68
	103

	Scotland
	120
	84
	116

	Wales
	107
	43
	99

	N Ireland
	139
	92
	134


UK =100 

(South East total = 983 pounds)

Based upon: Breheny and McQuaid (1987).
Abstract

RELATIVE PERIPHERALITY IN A PAN-EUROPEAN CONTEXT

This paper considers some of the tensions that are likely to influence the future devleopment of regional poilcies within the European Union as a result of the changing economic environment and a widening, in some form, of the Union.  In particular, it focuses upon changing relative advantages of peripheral regions both in terms of access to public resources, as the currently less-well off regions face greater competition for limited resources, and in terms of economic competitiveness.

Other tensions will influence regional policies at all levels of government.  In addition to explicit regional policies, changes in EU budgets such as the Common Agricultural Fund and Community Initiatives or in communications or currency policies may reinforce or counter centrifugal economic forces in the Union.  National government stabilising payments, such as unemployment benefits, have traditionally been significant in reducing regional disparities.  There may be pressure from poorer regions for EU budgets to develop in this direction, although the cost of redistributive policies if poorer nations join a wider Europe may work against this.  At the nations state level there may also be conflicts between the more and less prosperous regions over the appropriate level for regional policy and on the definition of a region.

The results of these tensions may lead to a reconsideration of the definition of regions and the objectives of regional policy at all levels of government, potential conflict between regions or confederations of regions but also a countervailing competitive cooperation among key actors, and an emphasise upon the economic growth implications of regional policies.

ADD TO FINAL VERSION

The EU regional policy is currently well funded, but there may be a crisis if expections are not met, due perhaps to weak macro economies (Armstrong, 1996).
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Table 3: Per Capita Regional Government Expenditure in the UK (£).

	
	Regional
	(Regional
	Defence
	Total

	
	(excluding Defence)
	Aid Grants)
	Total
	

	
	
	
	
	

	Region
	i
	ii
	iii
	i + iii

	
	
	
	
	

	South East
	833.0
	-
	149.6
	982.6

	South West
	703.5
	(1.8)
	258.8
	962.3

	East Anglia
	697.2
	-
	133.0
	830.2

	East Midlands
	703.0
	(0.4)
	102.1
	805.1

	West Midlands
	721.9
	-
	67.3
	789.2

	North West
	824.2
	(8.8)
	58.6
	882.8

	Yorks/Humber
	771.0
	(5.5)
	50.2
	821.2

	Northern
	906.5
	(45.7)
	77.7
	984.2

	Scotland
	1009.9
	(21.8)
	95.7
	1105.6

	Wales
	896.3
	(26.8)
	50.0
	946.3

	N Ireland
	1169.5
	(32.6)
	104.6
	1274.1


Based upon: Breheny and McQuaid (1987).
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RELATIVE PERIPHERALITY IN A PAN-EUROPEAN CONTEXT

This paper considers some of the tensions that are likely to influence the future devleopment of regional poilcies within the European Union as a result of the changing economic environment and a widening, in some form, of the Union.  In particular, it focuses upon changing relative advantages of peripheral regions both in terms of access to public resources, as the currently less-well off regions face greater competition for limited resources, and in terms of economic competitiveness.

Other tensions will influence regional policies at all levels of government.  In addition to explicit regional policies, changes in EU budgets such as the Common Agricultural Fund and Community Initiatives or in communications or currency policies may reinforce or counter centrifugal economic forces in the Union.  National government stabilising payments, such as unemployment benefits, have traditionally been significant in reducing regional disparities.  There may be pressure from poorer regions for EU budgets to develop in this direction, although the cost of redistributive policies if poorer nations join a wider Europe may work against this.  At the nations state level there may also be conflicts between the more and less prosperous regions over the appropriate level for regional policy and on the definition of a region.

The results of these tensions may lead to a reconsideration of the definition of regions and the objectives of regional policy at all levels of government, potential conflict between regions or confederations of regions but also a countervailing competitive cooperation among key actors, and an emphasise upon the economic growth implications of regional policies.

Dr Ronald W McQuaid

Department of Economics

Napier University

Edinburgh, UK

Reasons for RP

There are many economic, political and social reasons for EC support of regional policy. Regional policies have been based particularly upon the provision of public goods (both physical and business support infrastructure) and direct support to influence firms’ decisions. The standard economic justifications for regional economic development policies (such as externalities, utilisation of public infrastructure, inflationary pressure in core regions etc.) are well documented (Armstrong and Taylor, 1985).  There are also important political, social, and possibly defence reasons (such as encouraging people to remain near the former ‘Iron Curtain’ border or the settlement of English migrants on the border of the Eastern Cape in South Africa in the 1820s). Over the last decade the region has been increasingly seen as a level of economic policy making that is important for national competitiveness (Porter, 1990). These competitive advantages are based on various, overlapping, factors according to different authors but based around forms of  agglomeration economies of clusters of industries (as discussed by Marshall in 1890); flexible production and specialisation (Piore and Sabel, 1984); competition with rival firms, pressure from customers, specialised suppliers and factor inputs such as labour and technology (Porter, 1990; Healey and Durham, 1994); economies of scale (Krugman, 1991); ‘untraded interdependencies’ (Storper, 1995); and also dynamic inter-industry clusters (Doeringer and Terkla, 1995).

Convergence

***Transfers between member states. C&A In Spain in 1991 0.7% GDP and 1.5% Adminisrtrative budget from EU (50% of this went to agriculture under CAP). Hence transfer payments are not an adequate regional policy.

Table 3: Per Capita Regional Government Expenditure in the UK (£).

	
	Defence
	Regional
	Defence
	Regional
	
	Totals
	

	
	Total
	(excluding Defence)
	Procurement
	Aid Grants
	
	
	

	
	
	
	Contracts
	
	
	
	

	
	
	
	
	
	
	
	

	Region
	i
	ii
	iii
	iv
	i + ii
	
	iii + iv

	
	
	
	
	
	
	
	

	South East
	149.6
	833
	69.8
	
	982.6
	
	69.8

	South West
	258.8
	703.5
	95.9
	1.8
	962.3
	
	97.7

	East Anglia
	133
	697.2
	61.1
	
	830.2
	
	61.1

	East Midlands
	102.1
	703
	56.9
	0.4
	805.1
	
	57.3

	West Midlands
	67.3
	721.9
	36.7
	
	789.2
	
	36.7

	North West
	58.6
	824.2
	37.2
	8.8
	882.8
	
	46

	Yorks/Humber
	50.2
	771
	12.7
	5.5
	821.2
	
	18.2

	Northern
	77.7
	906.5
	55.9
	45.7
	984.2
	
	101.6

	Scotland
	95.7
	1009.9
	37.5
	21.8
	1105.6
	
	59.3

	Wales
	50
	896.3
	9.2
	26.8
	946.3
	
	36

	N Ireland
	104.6
	1169.5
	18.2
	32.6
	1274.1
	
	50.8


APPENDIX - SECTION 5

5.1
European Union

European Commissioner Edith Cresson (1996) stated that the European Commission “supports lifelong learning as a mainstream element of the concept and practice of education and training at all levels”. She adds that there is an obvious link between unemployment, economic exclusion and educational level. The term ‘learning’ indicates a shift towards individuals, their needs and demands, hence emphasizing that education and training systems and practices should respond to participants rather than the other way around.  The central problem for the European Union is to find ways to bring about continuously learning societies through improving access, raising individual commitment and tapping potential.  These demand more open and flexible education and training contexts, learning processes and forms of accreditation and progression.  Two linked major planks to future European policy on lifelong learning are the White Paper on “Teaching and Learning: Towards the Learning Society” and the European Year of Lifelong Learning.

White Paper - Teaching and Learning: Towards the Learning Society

The European Commission’s White Paper on “Teaching and Learning: Towards the Learning Society” (1995) accepts that Europe’s main raw material is its grey matter.  The masterkey to Europe’s future economic and social well-being is education and training - both of these are closely inter-related. It argues that Europe is undergoing major upheavals in technology, globalisation of trade and the information society, which makes new demands upon the knowledge, skills and competencies of all citizens.  Also teaching and learning relationships are changing due in large part to new interactive and virtual communication.  This leads to more autonomy and responsibility for individuals and leads to ‘learning to learn’ being a core competence.  However, certain groups, especially the unqualified young, those over 45, women with family responsibilities, members of minorities and migrant families, the disabled and those with special needs are particularly vulnerable to being left out of the mainstream labour market.  

The White Paper suggests five broad objectives for building a learning society:

· encourage the acquisition of knowledge;

· bring schools and the business sector closer together;

· combat exclusion;

· promote proficiency in three Community languages;

· treat capital investment and investment in training on an equal basis.

Clearly each of these objectives has implications for Dunbartonshire, its population and its key organizations, especially DE, the local authorities and employers.  Consideration should be given to putting forward a comprehensive approach to the European Commission for support in trying to achieve these, perhaps as a pilot or


 There is evidence that most developed countries are increasingly polarising between skilled (often well paid core jobs) and unskilled jobs (with poor pay and conditions and few prospects).  The OECD (1996) show that in the developed countries high skilled jobs grew much faster than low skilled jobs in the decade to the early 1990’s.

Begg and Mayes (1994) identify four main groups of factors which affect the competitiveness of peripheral regions. The first relate to the problem of separation. These are access to markets problems due to transport costs (especially for bulky, low value products); and travel costs and time. Supply conditions will relate to the specific circumstances of the region, but may include labour supply and costs, energy and other services costs, availability of professional services and suppliers and property costs, and capital availability and costs. Demand factors relate to access to business networks, ease of market entry, demand pull and ‘quality’ demanded by customers.

Begg (1989a) argues that the SEM will have differing impacts upon regions according the characteristics of six factors. First, location is important, especially where close contact is required with customers (such as with ‘Just-in-Time’). Second the quality and scope of infrastructure, both communications (where improvements can lead to reductions in economic costs and creation of agglomeration economies) and physical infrastructure such as sites and premises, and business infrastructure such as suppliers and business services. The availability and costs of factors of production, especially skilled labour and finance. Next, the industrial structure is important as certain industries are more affected enlargement and the SEM. Also ownership may determine location and  relocation decisions of branch plans, while the base of indigenously controlled businesses may provide scope for future expansion Begg (1989a).
� The Visegrad-4 countries (Poland, the Czech Republic, Slovakia and Hungary, named after the Visegrad pact of February 1991) plus potentially Slovenia, seem most likely to be allowed fuller integration with the EU first, with the Baltic states and Eastern European countries such as Romania, Bulgaria, etc. behind them.


� The EU institutions would come under greater tension as they were originally designed for a membership of six and would have to be fundamentally revised, although even with the current membership of 15 major revision and streamlining of operational procedures and structures is required. An example of a practical issue for the European Commission is that with an enlargement to include CEECs there could be 21 official languages 420 possible pairs of languages for translators (Laurent, 1994).


� Periphery can also apply to individuals, groups or jobs. For instance, Sassen (1988) uses the concept of peripheralisation of the centre in terms of  the job market and core and periphery jobs within an employer and there has been a long debate about core-secondary labour markets (e.g. see Moore and Townroe, 1990). A fundamental policy issue is whether to target individuals or client groups who are peripheral to society or the economy, or to target areas or regions that are peripheral. This however, also raises issues of how to define a peripheral area (i.e. in terms of the characteristics an area rather than the geographic location) and also intra- versus inter-regional differences. Of course these approaches are not mutually exclusive.


� Sea crossing costs were calculated using a formula to reflect the high fixed costs, but low cost per kilometre of sea crossing:


(( = 150 + (2/3) x (actual


where:	(( = Road equivalent distance 


	(actual = the actual distance of the crossing.


� Key issues for the knowledge-based organisation will be to maintain the balance between leading innovation and high quality and efficient production. To do this organisations will need to adopt best-practice techniques from throughout the world in both innovation and production, and link into integrated and dense global networks of innovation and production. There will be fundamental implications for regions as they gradually adopt principles of knowledge-creation and learning. The learning regions will need to supply the requisite human, manufacturing and technological infrastructures required to support knowledge-intensive performance of innovation and production.


� Groups of peripheral regions may share many common characteristics (e.g. the Atlantic Arc regions geographically sharing the Atlantic ocean, with somewhat similar industrial structures, and all being geographically peripheral within their own countries).


� The model was based on the robust Linnemann (1966) type model and fitted to 76 market economies.


� Collins and Rodrik (1991) found somewhat similar results using a methodology based upon empirically breaking aggregate export figures for countries and allocating it to specific country trade shares.


� If East Germany is included then the figures were US$ 8496, 16779, 7145, 6536million respectively.


� Studies of the implications of the Single European Market paid little attention to the regional impacts (Ceccini, 1988; Padoa-Schioppa, 1987) but further research suggested that convergence of regions would at best be slow (Begg, 1989a).


� In considering convergence and divergence there are considerable recognised problems of serial correlation, statistical errors and anomalies and model specification.


� At the member state level Chatterji and Dewhurst (1996) similarly found no evidence of overall convergence within the UK (over 1977-91) but some convergence over sub-periods when the economy was growing slowly.


�  In 1991 Germany had 43% of the EU car industry while the US had 66% of the US industry, while the latter had virtually no textiles but Germany had half the size of the EU’s largest producer, Italy, in proportion to GDP.


� This may cause tension between those member states currently recipients of the Cohesion Fund aiming at bringing those who are currently the poorest (Greece, Ireland, Portugal and Spain) towards the level of other EU states, against the new countries who would come in as the poorest and hence have a greater claim for funding, based upon their lower levels of development and incomes.


�  Although if EU bonds to fund expenditure on policiy areas such as the Trans-European Networks are not included in the public deficit targets, then the actual reductions in deficit at the EU level would be lower.


� It is possible that the EU may decide to exclude some borrowing from the targets, for example excluding European bonds for funding the Trans European Network, and so permit larger budget deficits although there are limited economic or accounting justifications for such exclusions.


�  Some writers (Buiter et al, 1992) argue that the main motives of the EMU are political, especially to tie Germany to the other EU nations, rather than economic. 


� The regions or areas eligible for the support were defined by the member states, which led to problems in some countries such as the UK when the areas eligible for UK regional aid were greatly reduced during the 1980’s and hence their eligibility for ERDF support was greatly reduced. There were also important questions concerning the degree to which ERDF funds simply substituted for member state government funds rather than being genuinely additional expenditure or creating additional infrastructure than would have been the case without ERDF (see for instance: Barnett and Borooah, 1995).


� Objective 1 now covers 26.6% of the EU population and Objective 5b covers 8.2%.


� The per capita GDP of these countries ranged from 22% of the EU-15 average for Slovakia to 45% for the Czech Republic. 


� However, it should be noted that the GDP figures for the Central and East European countries are probably underestimates (Berg and Sachs, 1992).


� Admittedly there may be other reasons for such groupings such as common environmental issues.


� Also to be considered should be the differential impacts between regions of tax breaks for individuals (such as mortgages and capital gains tax) and corporations. There may also be implications for the efficiency of tax expenditure, if locally raised taxes suffer greater political and other scrutiny, while transfers from elsewhere are seen as additional and may be under less pressure to be used efficiently.
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