
ABSTRACT
Economic convergence is at the heart of European Union integration. 

The importance of this objective has not diminished over time, and it 

is especially relevant in light of the economic crisis that has exacted a 

heavy toll on EU countries and created scepticism about the merits of 

EU policies. 

We look at how economic convergence evolved in different regions 

during the crisis and assess the role played by those funds that 

are provided to the more disadvantaged regions, with the aim of 

facilitating their convergence to average EU income levels. 

We ran both an absolute and a conditional convergence analysis, 

using regional data on per capita GDP in purchasing power standard. 

We find that convergence continued during the crisis for the EU as 

a whole, although at a slower pace, but for regions in the EU14, and 

especially in the euro area, convergence appears to have stopped 

during the crisis, or even switched to a divergence path. 

We exploit features in the funds’ eligibility rules in order to construct 

a quasi-experimental framework, based on comparable treatment 

and control group of regions. We find that regional policy played an 

important role in limiting the effects of the crisis at the region level, by 

providing an important anchor for convergence in those regions that 

benefited from the funds. 

Income convergence 
during the crisis: did EU 
funds provide a buffer?

Silvia Merler (silvia.merler@bruegel.org) is an Affiliate Fellow at Bruegel.
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1
 The Treaty establishing the European Community defines economic and social cohesion as one of the 

priorities of the Union. Cohesion Policy should “promote economic and social progress as well as a high level of 
employment, and achieve balanced and sustainable development” (Art.2). The Community should in particular aim “to 
reduce the disparities between the levels of development of the different regions and the backwardness of the least favoured 
regions” (Art. 158). 
2 See http://ec.europa.eu/social/main.jsp?catId=89&langId=en&newsId=422&furtherNews=yes.  

http://ec.europa.eu/social/main.jsp?catId=89&langId=en&newsId=422&furtherNews=yes
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3 See http://ec.europa.eu/regional_policy/archive/funds/recovery/index_en.htm and 

http://ec.europa.eu/social/main.jsp?langId=en&catId=736.  

http://ec.europa.eu/regional_policy/archive/funds/recovery/index_en.htm
http://ec.europa.eu/social/main.jsp?langId=en&catId=736


 



 

                                                 

 
4
 The NUTS classification (Nomenclature of territorial units for statistics) is a hierarchical system for dividing up the 

economic territory of the EU. NUTS1 refer to the major socio-economic regions; NUTS2 refer to the basic regions for 
the application of regional policies and NUTS3 refer to small regions for specific diagnoses. 
5
 See Eurostat at http://ec.europa.eu/eurostat/statistics-explained/index.php/GDP_at_regional_level.  

6
 The non-linear specification gives consistent results, with the coefficients being slightly larger.   

7
 While earlier regional data is available on demand from Eurostat, the fact that the statistical classification system 

(ESA) was changed in 1995 and in 2000 could potentially give rise to statistical breaks and bias convergence estimates. 
Regional data for the 2000-14 period is internally consistent from a statistical point of view and is complete. 
8 In all specifications, we exclude Luxembourg because it is a significant outlier in terms of per capita income 

measures, and Croatia, as the country only entered the EU in 2013 and our data ends in 2014. Notice that some 
countries have only one region, ie, Estonia, Cyprus, Malta, Lithuania and Latvia. They are included, but excluding them 
would not change the results. 

http://ec.europa.eu/eurostat/statistics-explained/index.php/GDP_at_regional_level


 



 



 

                                                 

 
9 See Manzella (2009) for a comprehensive review of the criticism. 
10 See Manzella (2009) for a comprehensive review.  



 



 

 

 

                                                 

 
11 See Chapter III, Article 5 of the General Regulation (EC 2006) 
12 We excluded some of the regions in the list because it was not possible to perfectly match them with the 

NUTS 2010 regional classification, in which the denomination and classification of some regions appears 
to have changed. This left us initially with 1319 regions, but for 18 of them the per capita PPS GDP is 
missing in either 2006 or 2013, so they are dropped from the regression. 
13 The list of the eligible NUTS2 is available in ‘European Union, Cohesion Policy 2007-13, Commentary 

to the official texts’.  
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14 This result is robust to the inclusion of NUTS2-level fixed effects instead of country fixed effects. 
15 More specifically, NUTS3 regions were considered eligible for funds for the 2007-13 allocation period if 

their GDP per capita, measured in purchasing power parities and calculated on the basis of Community 
figures for the period 2000 to 2002, was less than 75 percent of the average GDP of the EU25 for the 
same reference period. This is the formal criteria used for NUTS2 regions and detailed in European 
Commission (2006). 
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