
but identify convergence clubs based on geographical divides between
North/South and Western/Eastern Member States. Finally, looking at de-
terminants of convergence for the timespan 1995-2005, Crespo-Cuares-
ma et al. (2014) establish that the catching up process of regions in new
Member States is driving between-country convergence while within-
country convergence mostly takes place in regions of the core Member
States. Unsurprisingly, regions with a capital city also grow faster.

Overall, the literature on regional convergence within the European
Union is rich in explanations for the catching-up process, or the lack
thereof. The main takeaway is that economic disparities are long-lasting
and that convergence between countries may not necessarily translate
into a catching-up process between regions or evenly distributed gains on
a regional level. Nonetheless, as most of the aforementioned studies use
data that are at least a decade old, they could not have foreseen the future
enlargement waves of the European Union, and the inclusion of Eastern
European countries with very different regional levels of development. To
the best of our knowledge, our work is one of the very few studies extend-
ing the analysis horizon up to 2014 while also taking into account all
phases of EU expansion. In this sense, it is interesting to analyse the con-
vergence process for subsequent expansion phases of the EU and verify if
the trade-off between convergence on a country level and divergence on
the regional level still persists.

4. Empirical Strategy

Our work contributes to and supplements the findings of existing litera-
ture by taking into account recent economic developments and providing a
combined spatial and economic decomposition of existing disparities. We
use data on gross value added (GVA) as a proxy for GDP, employment
and population from Cambridge Econometrics and analyse the distribution
of economic activity within the European Union for a sample of 189 regions
for the time period 1991-2014.

GVA is a measure of economic activity, defined as the regional output
less intermediate consumption. The data is deflated to 2005 prices and
thus real, the unit being 2005 Euro. For employment and population, it
should be noted that employment is measured at the workplace, while
population is registered at the residency, which can result in some distor-
tion of the results, as commuting is disregarded. However, as we use quite
large regions, the effect should be minor.

In our analysis, we take into account the different phases of European
enlargement and simulate the evolution of disparities in economic activity
for five different groups of countries: EU-12, EU-15, EU-25, EU-27 and
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