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Lagging Regions

[l Low income region

B Low grouthregion Initiative focuses on two
S groups of 'lagging’ regions:

* 'Low growth regions’
(blue): persistent lack of
growth over the last decade
or more

* 'Low income regions'
(red): GDP on the rise, but
remain very poor
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Basic indicators in low growth and low income regions

Low-income Low-growth

Indicator Year regions regions EU-28
Employment rate 20-64 in % 2015 66 53 70
Unemployment rate in % 2015 9 22 9
Low educational attainment in % 2015 22 49 24
Tertiary education attainment in % 2015 19 21 30
R&D as a % of GDP 2015 0.5 0.9 2
Employment in agriculture in % 2013 25 13 5
Life expectancy, in years 2014 76 82 81
Quality of Government index 2013 29 34 49
Regional competitiveness index 2016 15 22 55
Social Progress index 2016 49 58 66
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Decemposing GDP per capita growth in lagging regions,
2000-2013
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Macroeconomic framework

Economic Low-income countries Low-growth countries
performance 9
Public debt 18%-77% GDP 90%-175% GDP
Interest paid on debt 2.5% GDP 4.2% GDP
L. 4.3% GDP (increase by  2.5% GDP (decrease by
Public investment 8%) 43%)

Private debt

60% - 125% of GDP

120%-190% of GDP

Total investment
(2005=100)

155,9

73,0

Share of world's
exports, 2001-2015

Significant increase in
exports
(from 0,2 to 0,54)

Strong contraction of
exports
(from 2,11 to 1,3)
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Macroeconomic environment: Portugal
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Investment declined from 2000
Globalisation, EU enlargements of
2004 and 2007, but underlying
productivity and competitiveness
issues

Growing macroeconomic imbalances

Growth of the non-tradable sector
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Labour market

Unemployment rate, 2013-2015 In general, lagging regions
40
have:
35 ()
I b * higher unemployment
g e rates,
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Business environment

Employment per entreprise in 2014 Lagging regions have:

13
. » fewer firms per capita

* smaller firms

* lower start-up rates and

EE— i | — 0.5
— ||
12 ~ —
* start-ups have fewer employees

10 + 0a —

T o2 — | in tradable sectors compared to
6 - — = — | non-lagging regions.
4 n
24 _ | Unfavorable business structure
o . . . . may affect capacity of firms to

Numberof employees per entreprise in 2014
o

Hungary Romania Bulgaria Spain ttahy Portugal adapt to economic Changes,
N | =pging regions Non-lagging regions EU average
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Regional differences in ease of doing business

Time (days) required to deal with construction permits

Conary ilands | EEG—— 112 Significant variation under the
Castillz - La Manchs I 155 same regulatory and legal
Warm insko-Mazurskie 154
) framework
Lubelskie 155
Andalusia [ 1652
Podkarpackie o8 Different time, cost and number
Swigtokrzyskie 171 .
Poland average 175 of procedures to start a business,
Basiicata  EEG——— 175 register property, contract
Molise [N 192 .
el ———— 105 enforcement and construction
Podlaskie 196 permit

Spain average NN 0S5
Abruzzo I 208
Sardinia I 222

Aputs 22 Differences in quality of
italy average |[EEEEEEEE————— 231 . . . . .
Campania [ 252 institutions and administrative
Region ””""”:"E 247 capacity important for business
Calabria 279 .
sicily 201 environment
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Growth determinants — infrastructure and accessibility

Increases in potential road
accessibility due to completing the
trans-European transport network .

P P Traditional factors of growth (e.g.

—  National Average infrastructure investment) still
® Lagging Regions . . .
EU28 Average contribute to economic development in
low income regions
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® g oo completion of TEN-T network does not
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Source: Eurostat, TomTom, DG MOVE, JRC calculations
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Growth determinants - quality of governance matters

The European Quality of Government Index (EQI), 2013 Low to moderate quality of
. i government in both groups
g
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® . Quiality of government — a crucial
. _:_ —=— factor of growth for the low
° - H H .
® ¢ growth regions
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; ! =T Low i il exploi
I ’ ow income can still exploit
2 g mem % reserves, but with diminishing
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Inovation and human capital in lagging regions

Population 25-64 with tertiary H 7
education, 2015 All lagging regions are modest to

40 moderate innovators
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Source: Eurostat
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Metro-regions do better in terms of growth and jobs

Employment change, " L .
2000-2013 Important cities exist in some lagging
regions (not all lagging regions are rural)
2,0
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EU cohesion policy investment 2000-2020

Cohesion Policy Infrastructure investment
in low-growth regions, 2000-2020 Funding in
80% Low-growth countries infrastructure
* 70% L] [ Low-growth region .
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Main findings
* Low-growth regions suffered from poor macroeconomic framework

* Need to carry out structural reforms and improve the quality of
governance

* Need for a better educated workforce and more export-oriented firms
* Avoid over-investing in infrastructure and underinvesting in innovation

* Metro areas can strengthen growth in lagging regions
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