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1

Table S1.1: Unit of analysis:

APPENDIX S1

NUTS regions in the dataset

¢ Country NUTS level | Corresponding pre-existing
3 at which administrative unit
4 funds are
5 allocated
- 6 | Austria 2 States (Ldnder)
7| Belgium 2 Provinces (Provincies)
8 | Czech 2 Oblasts (Oblasti)
o | Republic
10 | Finland 1and 2 At the level of NUTS 1: Province of Aland
T (L&énit)
12 | France 2 Regions/Overseas Departments (Régions/
13 Départements d’Outre Mer)
14 | Germany 1 States (Ldnder)
15 | Greece 2 Regions (Periferies)
16 | Hungary 2 Planning and statistical regions (Tervezési-
R statisztikai régiok)
18 | Ireland 2 Regional Assemblies
19 | Italy 2 Regions (Regioni)
_ 20 | Netherlands |1and2 Only NUTS 2: Province of Flevoland
21 | Poland 2 (Provincie)
22 Province (Wojewddtwa)
23 | Portugal 1and?2 At the level of NUTS 1: Autonomous
24 Regions (Regi6es Auténomas); NUTS
25 2: Commissions for Coordination and
— Regional Development (Comissées de
26 ~ ; )
- Cooperacédo e Desenvolvimento Regional)
27
I Spain 2 Autonomous Communities and Cities
_ (Comunidades Auténomas, Ciudades
29 Auténomas de Ceuta y Melilla)
3% | sweden 1and2 | Atthe level of NUTS 2: Stockholm
_ 3 (Riksomraden)
¥ Juk 1and 2 At the level of NUTS 1: Government Office
33 Regions, Scotland, Wales and Northern
34 Ireland
_ 35 Notes: Author's own presentation
36




APPENDIX S1

Figure S1.1: NUTS regions in the analysis, sorted by regional

authority index

Regional Authority Index

(O Missing or zero

’
s

Notes: Own presentation based on data from Hooghe et al (2016)
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1
2
3
—— ¢ Appendix S2: Data Coverage in
s ECHP and EU-SILC

7
8
9 Table S2.1: Regional data available in ECHP and EU-SILC
_ 1 Country Level at which | Well-being Well-being measures
o EU funds are | measures (EU-SILC)

12 allocated (ECHP) 2003-2013
— 3 1993-2000
Y Austria NUTS 2 NUTS 1 NUTS 1

15 | Belgium NUTS 2 NUTS 2 NUTS 1
16 |Czech NUTS 2 Not surveyed | NUTS 2

17 | Republic

18 | Finland NUTS 2 NUTS 2 NUTS 2
19 | France NUTS 2 NUTS 2 NUTS 2
20 | Germany NUTS 1 NUTS 1 NUTS 0
%1 | Greece NUTS 2 NUTS 2 NUTS 1
E— Z Hungary NUTS 2 Not surveyed | NUTS 1
Y Ireland NUTS 2 NUTS 0 NUTS 0

25 | ltaly NUTS 2 NUTS 2 NUTS 1
26 |Netherlands | NUTS 1 NUTS 0 NUTS 0
27 | Poland NUTS 2 Not surveyed | NUTS 1
__ 28 | portugal NUTS 2 NUTS 2 NUTS 1
— % | spain NUTS 2 NUTS 2 NUTS 2
- 2(1) Sweden NUTS 2 NUTS 2 NUTS 0 and 1
- 32 UK NUTS1and2 |NUTS1and2 |NUTS1and2
- 33 Notes: Several NUTS codes were changed during the time period studied,
o 34 which | harmonized consistent with EU regulations. See Commission regulation
_— - No 1059/2003, No 105/2007, No 868/2014, and Commission Implementing

Decision of 18 February 2014.

w
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Appendix S3: Regional Funding

Figure S3.1: EU regional funding across regions, countries and
over time
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Notes: Payment data. Figures are inflation-adjusted spending per capita. Data
from 16 countries; 634 regions during 1994-99, 997 during 2000-06, and 1122
during 2007-13.

Sources: European Commission DG Regio Datawarehouse C3 and EU annual
reports on structural funds. ‘X’ denotes mean cross-regional funding within a
country. Ireland received funding during the 1994-99 period, but because it
counted as one region, it is excluded in the first panel of the dataset.
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APPENDIX S4

1 Table S4.2: Descriptive statistics
% | variable Min. |Mean |Max. |Std. |N
3 dev.
— : Employment -1.860 | -0.900 | -0.190 | 0.150 | 2308
5 | EUeconomic 0 0.620 8.110 | 0.950 | 2581
E— . investments

g | EU social investments | 0 0.100 2.040 | 0.180 | 2581
9 |FGT (a=0) 0.010 | 0.160 | 0.430| 0.080 | 845
_ 19 | FGT (a=1) 0 0.050 | 0.240| 0.030| 845
— J; FGT (0=2) 0 0.030 | 0.180| 0.030| 802
.3 | GDP per capita 0.010 | 0.030 | 0.090 | 0.010| 2635
14 | GDP per capita -0.140 | 0.020 | 0.190 | 0.030 | 2479

15 | growth
16 |GE(0=0) 0.050 | 0.150 | 0.560| 0.060| 845
_ 7 | GE(a=1) 0.050 0.140 | 0.740| 0.070| 845
— 12 GE (a=2) 0.050 | 0.190 | 3.300| 0.190| 845
| Gini 17.400 |27.500 |55.230 | 5.310| 802
21 | Infant mortality 0 4.650 | 16.700 | 2.080 | 2340
__ 22 | Material deprivation 0 5.700 | 27.400 | 4.770| 515
— 23 | National economic 0270 | 1530 | 3.230| 0.280 | 2851
__ 2% | spending
—— ® | National education | 3540 | 4990 | 7.650| 0.870 | 2851
% spending
— Z National health 4250 | 6.280 | 8.440| 0.950| 2851
—_— spending
- 22 National social 2.140 2.830 3.220 | 0.200 | 2851
B spending
~ 4, | Netmigration 2910 | -0.020 | 1.580| 0.320| 1571
33 |P90/10 2.030 | 3.600 | 9.910| 1.150| 800

34

(continued)
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1 Table S4.2: Descriptive statistics (continued)
2
3 Variable Min. Mean Max. | Std. N
-, dev.
5 Population density 0.620 4.860 8.860 | 1.260 | 2772
6 | Regional vote share 0 44,770 | 85.41 | 14.300 | 2896
7| Self-perceived health 0.320 0.640 0.880 | 0.100 | 850
% | social trust (average 1.690 4.770 6.730 | 0.830| 1179
9 | on a scale from 0-10)
10 . .
B Tertiary education 0.020 0.220 0.540 | 0.100| 850
1> | Tight races -45.390 |-11.410 | 1 9.510 | 2832
13 | Unemployment 0.800 9.800 | 33.300 | 5.450 | 2790
14| Union density 7.790 |27.350 | 82.330 | 17.620 | 2473
1 |Youth inactivity 2900 |12.360 | 34.200| 4.980| 1972
16
7
18 Table S4.3: Correlation matrix for capability indicators
_ 19 | variables
@ 1 2 3, 4
21
T, Unemployment 1.000
23 | 2. Employment (log) | -0.646 | 1.000
24 | 3. Youth inactivity 0.699 | -0.746 | 1.000
__ 2> |4.Infant mortality 0.191 [-0.336 |0.254 [1.000
26
27 Notes: N=1847
28
29
30
o 31
32
33
34
35
36




APPENDIX S4
Table S4.4: Correlation matrix for all well-being indicators

1. 2. 3. 4. 5.
1. Unemployment 1.000
2. Employment (log) | -0.744 1.000
3. Youth inactivity 0.773 | -0.655 |1.000
4. Infant mortality 0.049 | -0.141 |0.363 | 1.000
5. Self-perceived 0.201 0.020 |0.246 |0.060 |1.000
health

6. 7. 8. 9. 10.
6. FGTtwo 1.000
7. Gini 0.537 | 1.000
8. GE (a=1) 0.381 0.909 |1.000
9. GE (0=2) 0.104 |0.605 |0.868 |1.000
10. P90/10 0.676 |0.838 [0.652 [0.283 |1.000
Notes: N=608

17
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Appendix S5: Robustness Checks

Addressing endogeneity. I performed a number of
robustness checks in conjunction with the regression analyses
of regional well-being in Chapter 5, all of which corroborate
the main findings.

To begin with, I tested whether estimated results could
be biased due to endogeneity of the EU funding variables.
As EU funds are designed to promote socio-economic
development within the European Union writ large, aspects
of regional development might affect EU funding and well-
being indicators at the same time but separately. In order to
address this issue, I chose an instrumental variable approach.
I considered running panel fixed-effects two-stage least squares
models by including cluster-robust standard errors and using
the first and second lag of the funds measure as instruments
for EU fund expenditures (cf Bihr, 2008). However, I refrain
from instrumenting social investments using lags at -1 and -2
in light of serial correlation. There are no straightforward third
factors of EU funding patterns with direct impact on well-
being outcomes that could also serve as instrumental variables.

Prior research suggests two kinds of external instrument
variables. Dall’erba and Le Gallo (2008) instruments
structural funds payments by regional distance to Brussels,
and concludes that the spatial distribution of structural funds
payments follows a centre-periphery pattern. Bouvet (2005)
uses partisan affinity as an instrument for structural funds.
However, the first set of instruments shows no variation over
time, making it incompatible with the fixed eftects models

18
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APPENDIX S5

used here. Moreover, the time differences in variables related
to political affinity are low, and in fact zero in some regions
(see also Mohl and Hagen, 2011). Given that GDP growth
might be affected by an omitted region-specific variable that
might concomitantly affect the dependent variable, GDP
growth must also be part of the regression analysis. GDP was
therefore included as an indicator of economic development
in the robustness checks. Existing approaches to use weather
shocks as an instrumental variable for economic shocks (Miguel
et al, 2004) are not suitable for industrialized democracies.

In such situations, suitable instruments may be constructed
by exploiting time-series properties through Generalized
Method of Moments (GMM) estimators (Arellano and Bond,
1991; Arellano and Bover, 1995; Blundell and Bond, 1998;
Roodman, 2006). Here, T ranges from 10 to 16, depending on
the model, as data for some variables are not available before
2000 (Chapter 5). Where T'is large, the impact of a one-year
shock on the region’s apparent fixed effect would dwindle, as
would the endogeneity problem. Difference GMM is centrally
purposed to transform the data thereby removing the fixed
effects. Insofar as the position of any of the independent
variables may be influenced by the prevailing level of well-
being through political or economic mechanisms—with the
possible exception of population density—a correctly specified
equation should accommodate at least five endogenous policy
variables (EU funding, GDP growth, union density, high-
skilled workforce, and national spending). As changes in the
instrumenting variables may be correlated with the fixed effects
(Roodman, 2009), I refrain from using system GMM, opting
instead for difference GMM. I procced to run difference GMM
models that take the following generic form:

Ay, = OCAYLH + AX;:B + Av, (N

I also used the two-step estimator with the Windmeijer
(2005) correction that prevents standard errors from being
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biased downward. This two-step estimator, f3,, is efficient and
robust to whatever patterns of heteroskedasticity may exist
(Roodman, 2009). More traditional Huber-White standard
errors are downward biased when the number of instruments
1s large—severely enough to make two-step GMM useless for
inference (Arellano and Bond, 1991), so here it is warranted
to use the two-step estimator.

These models also allow for the inclusion of a lagged
dependent variable, which makes sense given that most EU
fund projects are multiannual and there might be some path
dependency in fund allocations per region. Many instruments
can overfit the instrumented variables (Roodman, 2009),
so I follow Mehrhoft (2009) and Mohl and Hagen (2011)
in limiting the number of moment conditions by using the
‘collapse’ option developed by Roodman (2009). These steps
yield no evidence of second-order serial correlation. Given
first-order autocorrelation, I included a DV lagged by one
year in all models. I modeled EU funding, national health and
education spending, high skilled workforce, union density,
and GDP growth as endogenous. With this parsimonious
specification, the estimation results showed that the Hansen test
of overidentifying restrictions (Hansen, 1982) is not statistically
significant (ie, the null hypothesis according to which the
instruments are not correlated with the residual cannot be
rejected). The results for the EU funding variables are robust
in almost all cases and the main conclusions do not change
(see Tables S5.1-S5.5).

Controlling for national educational spending.
I conduct a series of panel data regression models, and
dynamic panel data models, using labour market outcomes
as dependent variables and treating national educational
spending is endogenous. The results remain robust throughout
(Table S5.2).

Controlling for a potential trend. A series of panel
data regression models, and dynamic panel data models, in
which I control for a potential trend using a count variable,
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suggest that the results remain largely robust, with fewer
significant effects observed for the distributive justice indicators
(Table S5.3).

Controlling for period dummies. I also tested all models
including funding period dummies. These dummies equal 1 for
a specific funding period, and 0 otherwise. The results remain
robust and a larger number of statistically significant effects
for the distributive justice indicators is observed (Table S5.4).

Testing the ‘Kuznets curve’ argument. Fifth and finally,
I run the inequality models again, this time including GDP
and squared GDP to test whether GDP is negatively associated
with reductions in inequality, and if the positive squared GDP
term is indicative of a Kuznets curve. Here, too, EU funding
effects remain robust and a larger number of significant effects
for the distributive justice indicators is observed (Table S5.5).
This is consistent with the conclusion of Castells-Quintana
etal (2015), who find no evidence for the Kuznets curve. They
posit that the hypothesized inverted-U relationship between
economic development and inequality may thus assume an
N-shape, with inequality first increasing, then decreasing,
before rising again (eg, Alderson and Doran, 2013).
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Appendix S6: Survey
Question Wording

Welcome to our survey. This survey is part of an international
comparative research project about the EU Structural Funds.
We are grateful for your participation and we thank you very
much for sharing your expertise with us. Completing the
questionnaire will not exceed 15 minutes.

As you know, we would like you to reflect on Structural
Funds programming within your country. By this we mean the
process whereby the Commission decides on the map of eligible
regions and the indicative allocations to the member states,
and where it negotiates and approves the national strategic
reference frameworks/community support frameworks and
the operational programmes proposed by the member states.
By regions we mean NUTS 1-3 regions.

The information provided will be treated confidentially and
no answers will be attributed to any individual in any output
produced by this project. The information will not be disclosed
to third parties.

General information
Q1 In which country is the administrative centre of the
institution that you are currently affiliated with located?

Please choose only one of the following:

O Belgium
O Denmark
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O Germany
O Greece

O Ireland

O Italy

O France

O Luxembourg
[ Netherlands
O Spain

O Portugal

O UK

[ Austria

O Finland

[ Sweden

O Cyprus

0 Czech Republic

[ Estonia
O Hungary
O Latvia

O Lithuania
O Malta

O Poland

O Slovak Republic

O Slovenia

APPENDIX S6

Q2 Are you currently working in:

Please choose only one of the following:

] National administration (NUTS 0)

0 Regional public administration (NUTS 1 or 2)
O Local public administration (NUTS 3)
[0 None of the above

Influence in the programming process

Q3 As you know, the Structural Funds programming
process is generally completed after 8-12 months
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APPENDIX S6

T of negotiations between the member states and the
2 Commission. In your country: How influential were
3 the following public institutions in the programming
% process for 2007-13?
p
5
_ © Please choose the appropriate response for each item:
7 Notatall | Somewhat | Somewhat | Very Don’t
8 influential | uninfluential | influential | influential | know
9 | Management
10 | authorities at
— the national
___n government level
e National
13 | government
14 | Parliament at
15 | the national
E— government level
16
— Management
I 17 authorities at
18 | theregional
19 government level
20 | Committee at
— the national
I 21 government level
22 | with delegates
23 from national
_ government
24 | and regional
25 | governments
26 | Local public
27 administration
28 Europe.an.
_— Commission
29 -
_— ‘Comitology’
30 | committees
31 | Committee of the
32 | Regions
33 | Regional offices in
34 Brussels
35
36
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-

Q4 In your country: How influential, in your opinion,

APPENDIX S6

2 were the following partners in the programming
3 process for 2007-13?
4
__° Please choose the appropriate response for each item:
[ 6 Not at all Somewhat Somewhat | Very Don’t
7 influential | uninfluential | influential | influential | know
8 | Regional
9 | authorities
10 | Local
I authorities
1
12 Authorities
[ responsible
13 | for the
14 | promotion
— of equality
15 | between men
16 | and women
17 | Authorities
18 | responsible
— for the
19| environment
20| Trade unions
21 Employers
22 | associations
23 | Business
24 | firms
25 | Farmers
26
27 Q5 With respect to the regional allocation of structural
__ % funds in your country: In general: How important is
_?° the economic performance of regions in the previous
— 39 funding period for the amount of structural funding
31 regions receive?
32
__ 33 Please choose only one of the following:
34
_ 3 [Not at all important
36

0 Somewhat unimportant
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APPENDIX S6

O Somewhat important
O Very important
O Don’t know

Q6 In general: How important are the lobbying
activities of companies in regions for the amount of
structural funding regions receive?

Please choose only one of the following:

0 Not at all important

00 Somewhat unimportant
O Somewhat important
O Very important

O Don’t know

Q7 In general: How important are the selection criteria
provided by the monitoring committee for the amount
of structural funding regions receive?

Please choose only one of the following:

0 Not at all important

O Somewhat unimportant
O Somewhat important
O Very important

O Don’t know

Managing authorities at the regional level

Q8 With respect to the administrative units at the
regional government level (NUTS 1 or 2) in your country
responsible for structural funds management: How
important, in your opinion, are the following tasks to
these units in general?
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APPENDIX S6

T [Only answer this question if you answered ‘Regional public
_ 2 administration (NUTS 1 or 2)’ or ‘Local public administration
_ 3 (NUTS 3)’ to question 2]
o 4
__° Please choose the appropriate response for each item:
[ 6 Not at all | Somewhat Somewhat | Very Don’t
7 important | unimportant | important | important | know
8 | Public relations
9 | Gathering
10 information from
I 11 interest groups
12 Co-ordination
— with a higher
13 | authority in the
14 | same institution
15 | Co-ordination
— with other
I 16 institutions
17 | at the central
18 (national) level
19 Co-ordination
— with other
I 20 institutions at
21 | the regional
22 level
23 Cg-ordination
_— with other
24 | institutions at
25 | the local level
26 | Co-ordination
27 with member
_ state delegates
28 | in Brussels
29 | Co-ordination
30 | with
31 Commission
— officials
o Co-ordination
33 | with actors
34 | within
— ‘comitology’
N 35 committees
36
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Not atall | Somewhat Somewhat | Very Don’t
important | unimportant | important | important | know

Co-ordination
with actors
within
‘COREPER'’ or
Council working
groups

Managing authorities at the national level

Q9 With respect to the administrative units at the
national government level in your country responsible
for structural funds management: How important, in
your opinion, are the following tasks to these units in
general?

Please choose the appropriate response for each item:

Not atall | Somewhat Somewhat | Very Don’t
important | unimportant | important | important | know

Public relations

Gathering
information
from interest
groups

Co-ordination
with a higher
authority in
the same
institution

Co-ordination
with other
institutions

at the central
(national) level

Co-ordination
with other
institutions at
the regional
level
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1 Notatall | Somewhat Somewhat | Very Don’t
> important | unimportant | important | important | know
3 Co-ordination
_— with other
4 institutions at
5 the local level
6 Co-ordination
7 with member
_ state delegates
8 | inBrussels
9 | Co-ordination
10 | with
7 Commission
— officials
e Co-ordination
13 | with actors
14 within
- ‘comitology’
I 15 committees
___ Co-ordination
17 | with actors
1g | within
— ‘COREPER’
19| or Council
20 | working
21 | groups
22
% Attitudes
o 24
% Q10 We are interested in your opinion with respect to
26 the following statements on structural funds related
_ 27 jssues. Please express your opinion on these statements
___?® by indicating the appropriate answer.
29
_ 30 Please choose the appropriate response for each item:
N 31 Strongly Somewhat | Somewhat | Strongly Don’t
32 disagree | disagree | agree agree know
33 | No united
34 | Europe without a
— mature European
_ 3 structural funds
36 | policy.
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APPENDIX S6
Strongly Somewhat | Somewhat | Strongly Don’t
disagree disagree agree agree know

There is very much
uncertainty in

the programming
period about the
legal requirements
for receiving
structural funding.

The best advice
on a proposed
policy comes
from the affected
‘partners’.

The highly
legalistic approach
to the EU
structural funds is
very detrimental

to innovative
policymaking.

The allocation

of the Structural
Funds is heavily
influenced

by partisan
networks between
the various
government levels.

Top-level officials
in the member
states should
carry out the
Commission
decisions

with absolute
loyalty under all
circumstances.

The strength of
Europe lies not in
increased power
for Brussels,

but in effective
government at the
lowest possible
level.
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1 Strongly Somewhat | Somewhat | Strongly Don’t
> disagree disagree agree agree know
3 Some regions
—_— get more funding
4 than others simply
5 because they have
6 more resources
_— to improve the
7| quality of their
8 projects.
9 It is imperative
I 10 that the European
I Commission
11 Jactslessasan
12 | administration
— and more as the
13 government of
14 | Europe.
o 15
16 . .
. General information
—'® Q11 In order to better compile the results of this
_ 19 survey, it would be helpful for us to have some basic
_ ?0 information about your professional affiliation in
21 the context of the structural funds. Please indicate
_____ %2 the institutions you have been affiliated with during
__ 73 2000-06.
o 24
___ 2> Please choose all that apply:
26
_ 27 [ Central (national) public administration (NUTS 0)
_ 28 [ORegional public administration (NUTS 1 or 2)
_?° OZLocal public administration (NUTS 3)
_ 30 ONone of the above
31
32
33
34
35
36
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Q12 Overall, how long have you been working in
central administration?

[Only answer this question if you answered ‘Central (national)
public administration (NUTS 0)’ to question 2]

O <1 year

0 2-5 years
0 6-10 years
00 11-15 years
0 1620 years
O > 20 years

Q13 Overall, how long have you been working in
regional public administration?

[Only answer this question if you answered ‘Regional public
administration (NUTS 1 or 2)’ to question 2]

O <1 year

0] 2-5 years
0 6-10 years
O 11-15 years
0 1620 years
O > 20 years

Q14 Overall, how long have you been working in local
public administration?

[Only answer this question if you answered ‘Local public
administration (NUTS 3)’ to question 2]

0 <1 year

0 2-5 years
0 6-10 years
0O 11-15 years
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-

- 0 1620 years
O > 20 years

Q15 We are at the end of our survey. Is there anything
you would like to add with respect to structural
funds programming? We are very interested in
your comments.

O 00 N O U1 A W N

- Please write your answer here:

-
o

-
juy

-
N

—-
A~ W

- Thank you for completing this survey.

W W W W w w W NN N NN N N DN DN NN 2 2 a o
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Appendix S7: Auxiliary Regressions

In Chapter 3, I argue that the variation in EU funding
distorted by vote-seeking politics should be minor, and is
unlikely to undermine well-being effects of EU spending.
To examine this, I have developed a measure of politically
distorted funding on the basis of a series of regression
models. I proceed in two steps. First, I create a variable that
is the predicted value ¥ of a cross-regional regression of
EU tunding using the following independent variables that
previous literature suggests to shape regional funding receipts
(Chalmers, 2013; Charron, 2016; Dellmuth and Stoffel,
2012; Kemmerling and Bodenstein, 2006): GDP per capita,
unemployment rate, national spending on social or economic
affairs, and a set of dummy variables for each year. This model
was specified as follows.

Augmented Dickey-Fuller tests suggest that the data are
stationary, underlining the need to modeling spending in levels
(p = 0.000 for social and economic investments, respectively).
Tests are performed seriatum using 187 panels and one lag.
Given these results, and the use of inflation-adjust funding
data that typically reduce the likelihood of unit roots, the next
step 1s to specify regression models by level. Hausman tests
imply that the fixed effects model is preferred over the random
effects model. This choice is also theoretically motivated, as
random effects models assume the intercepts to be randomly
selected from a larger population, which is not the case here
(x> = 31.466, df = 3, p = 0.000 for economic funds, and
X?= 91.94, df = 3, p = 0.000 for social funds). Time effects
are also tested, using one model that displays annual effects
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APPENDIX S7

and one that does not. Lagrange multiplier tests support the
inclusion of year dummies in running all models (p = 0.000 for
economic investments, p = 0.000 for social investments). Doing
so affords the additional advantage provided by a conservative
test that holds constant potentially unobserved time-specific
variables, such as crisis years, that could impact the outcome.

The analysis here thus employs fixed effects models with a
dummy variable included for each year (sometimes referred
to as ‘two-way fixed effects models’). These models index the
underlying data by t as well as i, permitting the identification
of observations of any given NUTS region i at a certain point
in time:

Yi = :BXn +o + 5r +u, (1

where y is the amount of EU funding received, X is a vector
of independent variables, . is a fixed eftect component meant
to capture unobserved heterogeneity among EU regions, and
J,is a fixed effect year introduced to control for unobserved
factors common to all regions over time. In other words, year
dummies are included to capture time-consistent variations
among regions, which cannot be integrated into the model.
Fixed effects models eliminate time-invariant confounding,
estimating the effect of an independent variable only by the
within-region, not cross-regional, variation in EU funding.
By implication, the possible impact of independent variables
on average changes in the dependent variable that may occur
within regions should also be considered when interpreting
these results.

In addition, the models were carefully examined for
potential violations of regression assumptions. Crucially,
multicollinearity should not bias the results, as the variance
inflation factor remains under two (Fox and Monette, 1992).
A Breusch-Pagan test shows that there may be issues with
heteroskedastic residuals (p = 0.000 for economic investments,
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APPENDIX S7

p = 0.000 for social investments). These potential problems are
addressed by reporting Driscoll-Kraay robust standard errors.

Equation (2) shows the predicted value of social investments
for a given region-year in the baseline model:

5’1 = i’[, = B,, In(GDP per capita), + f3,, In
(Unemployment), ()
+f3,, In(National social spending), + o, + 6,

Equation (3) shows the predicted value of economic investments
for a given region-year in the baseline model:

7, =7, =B, In(GDP per capita),
+f3,,, In(National economic spending), + ¢, + 9, (3)

Second, I created the predicted value p, of a model by
adding political variables to the baseline model to account for
the effect of political exigencies. A regional vote share variable
captures the vote share of the national government or coalition
in the coincident regional assembly. The concept of tight races
is operationalized using a measure of the degree to which
elections are or are not closely contested and decided by a
narrower margin. To code this measure, the vote shares of the
two largest parties (in terms of vote shares) in a general election
are subtracted from each other (cf Bodenstein and Kemmerling,
2011). Both variables are calculated on the basis of election
data derived from a database provided by the Norwegian Social
Science Data Services (NSD) (see Appendix S4). With the
exception of the UK, for which election results are aggregated
from the constituency level to the regional NUTS 1 and 2
levels, this database contains results from national general
elections at NUTS 1 and 2 levels for each of the countries
under consideration. Results from general elections preceding
the funding year were selected for analysis. For example, to
explain variation in funding in Germany in 1995, 1996, 1997,
and 1998, election results from the 1994 general elections
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were used. Based on these measures, [ estimated the predicted
social investments based on the model adding these factors to
the estimation:

Vs =¥, = By, In(GDP per capita), + f3,,
In(Unemployment), +

B, In(National social spending),
+f3,, Regional vote share,, +

B, Tightraces, + f,,Regional vote share,,

*Tightraces, + o + Ot

In line with previous literature, I found the interaction between
regional vote share and tight races in equation (4) to have
a statistically significant association with social investments
(Dellmuth et al, 2017), providing a good argument for this

Figure S7.1: Marginal effect of regional vote share on EU social
investments at levels of tightness of the electoral race

Marginal effect of regional vote share

on EU social funding (log)

0.05

CONE

A"
Mean of tight race

T
=50

-40

Notes: Based on equation (4)

T T
=:{) -20 =10 0

Tightness of electoral race
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model specification. Figure S7.1, plotting the interaction term,
shows that the effect of core voters on EU social investments
is only statistically significant in regions where electoral races
are relatively tight.

I then subtract y, — 7y, to arrive at a difference variable d,
for each region:

d, =7, =7 5)

This produces a variable that measures the additional amount of
social investments that may be predicted either when political
factors are added to the models, or the amount of funding
estimated is diverted for political purposes. For economic
investments, I calculated:

di/=?3_§2 (6)

For economic funds, this included the model measuring
regional vote share and the interaction between regional vote
share and tight races:

71 =7 = Bi In(GDP per capita), +

B, In(National economic spending), (7)
+f3,, In(Regional vote share), +

o + 9,

71 = 7. = By, In(GDP per capita), +

B, In(National economic spending),

+f,, In(Regional vote share), + (8)
B, Tightraces, + 3, Regional

vote share*Tight races, + @, + 6,

Using these difference measures, I look at correlations
between the different variants of this measure and regional
context indicators, respectively. This allows me to ascertain
whether funding allocated on the basis of vote-seeking
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politics is correlated with certain regional context fa

ctors. The

context factors considered are union density as an indicator

of the degree to which organized labour could

push for

well-being-enhancing investment, high-skilled worker shares,

population density as an indicator of technology
and GDP growth. However, the results suggest that

diffusion,
politically

biased EU funding does not flow systematically to specific

types of regions, which may be more (or less) lik

ely to use

EU spending efficiently (Table S7.1). Thus, electoral politics
may influence EU fund allocations but is unlikely to have
consequences for the well-being effects of EU funds.

50

I
13
E— Table S7.1: Correlations between predicted values of
14
S different models
15
T %6 Predicted value of social p-value N
— investments in models
___ 7 including an interaction
18 between Regional vote share
19 and Tight races as IVs
20 | Union density | r=0.071 0.005 1,585
—?" | Human capital |r=0.110 0.000 1,504
22
23 Population r=0.010 0.678 1,723
—_— density
24
o5 | GDP growth r=0.007 0.751 1,814
2 Predicted value of social p-value N
27 investments in models
- including an interaction
28 .
—_— between Regional vote share
% and Unemployment as IVs
30
E— 3 Union density | r=0.094 0.000 1,645
3> | Human capital | r=0.070 0.006 1,564
33 | Population r=0.015 0.532 1,783
34 | density
35 | GDP growth r=0.005 0.830 1,874
36

(continued)
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1 Table S7.1: Correlations between predicted values of
2 different models (continued)
3 Predicted value of social p-value N
4 investments in models
5 including Regional vote share
6 asanlVv
7| Union density | r=0.072 0.003 1,714
8 Human capital | r=0.040 0.108 1,598
9
T 10 Population r=-0.011 0.633 1,838
4 density
1> | GDP growth r=0.097 0.000 1,945
13 Predicted value of social p-value N
14 investments in models
- including an interaction
15 .
— between Regional vote share
6 and Tight races as IVs
17
T Union density | r=0.111 0.000 1,650
19 | Human capital | r=0.074 0.004 1,538
20 | Population r=-0.010 0.665 1,774
21 | density
22 | GDP growth r=0.114 0.000 1,881
3 Notes: IV=Independent variable. Pearson’s correlation coefficients r. See
24 Appendix S6 for a detailed elaboration of model specification.
25
26
27
28
29
30
31
32
33
34
35
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