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A union under strain: growth, inequality, and
trust in the EU

Sluggish growth and rising regional disparities
threaten EU cohesion.

Growing mistrust and political

fragmentation challenge legitimacy.

Greece provides a compelling case to explore
these dynamics at the regional level.




The puzzle

» EU integration is considered an engine of aggregate economic
growth BUT the growth returns of trade are spatially uneven
(both cross-nationally and cross-regionally)

» Growing skepticism regarding the benefits of the EU
integration experience that may undermine the growth
prospects of specific (mostly peripheral) regions

» An unbalanced pattern of winners and losers from economic
integration may amplify regional inequalities

» Regional inequalities, if ignored, can fuel political reaction and
gradually lead to growing discontent

> Integration dynamics (via the channel of impact on
inequalities) affects and drives the growth of discontent




Research line (1)

Step 1: evaluation of the relationship between
regional performance and distribution of the merits
of integration.

Findings: the impact of integration is asymmetric
for peripheral regions trading with core EU trade
partners, revealing that different development
levels are associated with different types of
integration and unequal growth returns.

Petrakos, G., Sotiriou, A. and Alexiou, S., The geography of

integration and regional growth in the EU, revision submitted in
Regional Studies
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Dependent 1) (2) (3) (4) (5 6 7 (8) ©@
[ ] variable: DISC Lagging regions
Resea rc h I I n e 2 GgapEU 0.307*** 0.281*** -0.081 0.286*** 0.389*** 0.509***
(0.098) (0.097) (0.077) (0.086) (0.085) (0.125)
YgapEU 0.048*** 0.019*** 0.048*** -0.009 0.039** 0.041***
. . . (0.012) (0.007) (0.012) (0.007) (0.016) 0.011)
-1.061*** -1.316***
Step 2: estimation of the interplay between . e o
INTcore 0.154* 0.182* 0.132¢ 0.242*** 0.135*** 0.115*** 0.220**
M M T (0.086) (0.076) (0.074) (0.073) (0.034) (0.037) (0.098)
regional inequalities, the unbalanced growth
(0.415) (1.031) (1.044)
M M M PUBs 5.135* 6.270°*
returns of EU integration and the rise of . At oo
SOCIAL -0.110*** -0.105*** -0.072%+*
. (0.011) (0.009) (0.014)
d ISCO n te n t- SF 0.026*** 0.079*** 0.088*** 0.063*** 0.023*** 0.089***
(0.006) (0.010) (0.012) (0.011) (0.003) (0.011)
SFsq -0.006*** -0.007*** -0.007***
. . . . . . . (0.001) (0.002) (0.001)
Findings: a strong association between persisting onewe 0399
(0.251) (0.257) (0.252) (0.254) (0.256) (0.024) (0.133) (0.119)
. . . . . TRAD -0.676*** -0.781*** -0.690*** -0.555*** -0.160 -0.125** -0.019 -0.642**
regional inequalities, low regional growth, and 020 250 ©;H  @m 0w om0 007 025
DENS -0.002*** -0.0002*** -0.0005*** -0.0002*** -0.001*** -0.0003 -4.55e-06 -6.21e-07 0.003***
. d d d . . h E U (0.001) (0.0001) (0.00001) (0.0001) (0.0004) (0.0002) (2.78e-06) (2.80e-06) (0.001)
EDU -0.020*** -1.857*** -0.009***
widespread discontent in the EU. oo Lz oo
MIGR -0.248** -0.711*** -0.281*** -0.349*** -0.356***

o o . . (0.111) (0.227) (0.093) (0.109) (0.103)
Sotiriou, A., Petrakos, G. and Alexiou, S. (2024). The drivers of FOREIGN iy e i i,
regional discontent in the EU. Global Challenges & Regional YRR it

. . . LDR -0.064***
Science, 1, https.//doi.org/10.1016/).gcrs.2024.100002 ©.021)
LDR*SF -0.040***
0.012)
CORE 0.061***
(0.017)
CORE'*SF 0.088***
(0.027)
Constant 1.341+* 1.235* 1.150** 1.106** 2.936* 1.754+ 0.080 -0.100 0.043
(0.196) (0.087) (0.214) (0.145) (0.226) (0.201) (0.097) (0.094) (0.267)
Thresholds
PUB > 0.33 0.28
YgapEU > 6.97
MIGR > -0.18
SF < 6.38 6.37 6.81
Observations 1,611 1,358 1,799 1,356 1,611 1,356 1,886 1,886 553
R-squared 0.223 0.469 0.261 0.493 0.367 0.376 0.043 0.034 0.347
Region FE YES YES YES YES YES YES NO NO YES

F 24.68 69.63 22,52 63.94 46.16 48.41 5 5 16.99



https://doi.org/10.1016/j.gcrs.2024.100002

Research line (3)

Step 3: assessment of the extent to which CP is
endogenous, in the sense that it prioritizes and
addresses the various economic and social gaps that
exist in the weaker EU regions, or despite intentions,
in fact it serves other priorities

Findings: Although CP is responsive to certain
economic and social gaps, at the same time it is also
responsive to political parameters

Petrakos, G., Alexiou, S. and Sotiriou, A., Endogenous Cohesion Policy
(to be submitted)
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(0.085) (0.086) (0.085) (0.075)
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Research line (4)

Step 4: investigation the
interdependent nature between
integration, regional growth and
discontent, which are potentially
endogenous with direct and indirect
two-way associations.
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The interrelated effects of multiple phenomena




Zooming in: Greece as a case study of uneven integration and discontent

Greece offers a unique and revealing case within the EU:
a country that is both deeply integrated and deeply affected by the asymmetries of that integration.

Over the past two decades, it has faced:
Severe economic crisis and prolonged austerity
Persistent regional disparities despite EU support

A sharp decline in public trust in EU institutions

The Greek experience illustrates how imbalanced integration patterns can amplify spatial inequality
and social discontent — especially in peripheral economies.

This section investigates Greece’s regional economic performance, trade dependencies, and evolving
public sentiment toward the EU.




Methodology snapshot: key indicators and approach

Unit of analysis & Time Frame
« NUTS 2 regions of Greece
* Focus period: primarily 2010-2018, with some indicators spanning 2000-2023

Main Variables
* Economic Growth, measured as regional GDP per capita growth
* Regional Inequality: Intra-national disparities measured via GDP per capita gaps and inequality indices
» EU Integration Index: EU trade (exports + imports) as a share of total trade

« Discontent, measured as % of respondents reporting distrust in the EU / Regional estimates constructed from Flash
Eurobarometer waves where available

Empirical Tools
. Descriptive analysis

. Planned extension: Generalized system of equations to explore endogeneity and feedback loops between
growth, integration, and discontent




The performance of the Greek economy: taking crisis into consideration

2000 - 2009 : a trend of slow convergence with the EU average

2010 - 2023 : a process of divergence that may still be active
Figure 1. GDP per capita of Greece, EU and EU South (constant 2015), 2000-2023
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The spatial pattern of inequality

* The impact of the crisis increased the distance of
all regions from EU average

* In the years after the crisis the dominant role of
Attica is more evident

* Regional inequalities have increased

Figure 2. Evolution of regional inequalities (2000-2023)
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Figure 3. Regional GDP cap evolution (EU=100), 2000-
2023
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Comparison of 5-year moving average growth rates by region in Greece:

2005 vs 2023

* Notable changes in regional
economic dynamics over the past
two decades

* Overall slower or even negative
growth by 2023

* Some regions show relatively
stable performance, while others
experienced substantial slowdowns

Figure 4. S5year growth moving average of Greek regions, 2005 vs 2023
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Examination of trade relations: exports
* Non-EU exports exceeded those to EU in the first years of the crisis

- shift of the productive system to less demanding markets

Figure 5. Greek exports (million €), 2000-2023 Figure 6. Share of exports (over total), 2000-2023
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Examination of trade relations: imports

* Imports from EU have declined for several years before regaining an upward trend, but their
relative share is lower at the end of the period

* Imports from non-EU were also affected by the crisis, but increased their relative share at the end
of the period

Figure 7. Greek imports (million €), 2000-2023
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Figure 8. Share of imports (over total), 2000-2023
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Integration dynamics: two parallel and overlapping processes of integration

* The crisis has led to a significant reduction of the share of trade with the EU for a period, which may
leave a permanent impact on the direction of Greek trade

* The production system of Greece is gradually moving from trade with Core to trade with Peripheral EU
countries in an effort to better adapt to competition

Figure 9. EU and non-EU Trade Integration Index, 2000-2023  Figure 10. Intra-EU Trade Integration Index, 2000-2023
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The processes of globalization and integration
Figure 11. Indices of EU and non-EU integration and openness (2000=100), 2000-2023
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Regional trade dependence on the EU in Greece: exports and imports

Figure 12. Share of exports to the EU (2010-2018 Figure 13. Share of imports from the EU (2010-2018
average) average)
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Regional EU Integration : Core vs Periphery Dynamics

Regions like Dytiki Makedonia, Ipeiros, and Kriti show
the highest levels of EU integration.

Attiki, despite being Greece’s economic core, has
relatively low integration.

Figure 14. EU Trade Integration in Greek Regions (2010-2018 Average)

Peloponnisos
Attiki

Notio Aigaio
Sterea Ellada

lonia Nisia

Voreio Aigaio
Thessalia

Kentriki Makedonia
Anatoliki Makedonia, Thraki
Dytiki Ellada

Kriti

Ipeiros

Dytiki Makedonia

o
o
[EEN
o
N
o
w
o
5
o
(&)
o
()]
o
~N
o
o
o
(o]
-
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Figure 15. Intra-EU Trade Integration (2010-2018 Average)
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Strong trade orientation towards the core EU, but mostly
import-dominated




Public trust in the EU: Greece vs EU average over time

Figure 16. Evolution of citizens’ perceptions at the EU level, 2001-2023 Figure 17. Evolution of citizens’ perceptions in Greece, 2001-2023
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Sharp divergence in public sentiment between Greece and the EU average
« Before the crisis, Greece reports higher trust in the EU than the European average
*  From 2009 onwards - a dramatic collapse in trust

Deep erosion of political legitimacy




Rising discontent: long-term trends in EU distrust - Greece vs EU

Figure 18. Evolution discontent, 2001-2023
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Pre-Crisis (2001-2009):Distrust in Greece was
below the EU average, showing strong public
confidence in the EU.

Crisis Years (2009-2016):A sharp spike in
Greek distrust starts in EB72, peaking between
EB78-EB81 (~2012-2014) at 81-82%.

Post-Crisis Recovery (2016-2023):Greek
distrust gradually declines but remains
significantly higher than the EU average. The
trendline for Greece continues its upward
slope, while the EU line is relatively flat —
reflecting a persistent divergence in
sentiment.



Uneven Recovery: Regional Divergence in Trust Toward the EU

Figure 19. Heatmap of Trust Index in Greek Regions (2012-2021)
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- However, regional disparities remain, suggesting that
economic recovery and political reconciliation were
unevenly distributed. EL4

Region
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Source: own elaboration using data from Flash Eurobarometer (2012, 2015, 2018, 2021)



Q@ Do stronger ties to the EU core benefit or hinder regional growth in the
periphery? Who actually gains from EU integration?

Growth and EU integration: core vs periphery trade dynamics

Figure 20. Growth vs EU integration (2010-2018) Figure 21. Growth vs integration with EU core (2010-2018) Figure 22. Growth vs integration with EU periphery (2010-2018)
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Source: own elaboration using data from ESPON Program “Interregional Relations in Europe” (2020) and ARDECO database (2025)

Overall EU integration shows a positive link to regional growth: more integrated regions tend to grow slightly faster.

Integration with core EU economies is negatively associated with growth, possibly due to competition, import dominance, or asymmetric trade
structures.

Integration with the EU periphery shows a positive correlation with growth — suggesting regional complementarity and more inclusive economic
dynamics.

These findings highlight the importance of trade composition, not just trade intensity, in shaping growth outcomes.




? Unequal integration — unequal growth — rising discontent?

Economic growth and EU discontent: a negative correlation

Strong negative correlation: as economic growth

increases, distrust in the EU declines. Figure 23. Growth vs Discontent (2010-2018)

Implication: Regions with weaker or negative ~ . oo
growth between tend to show higher levels of EU
discontent, while those with better economic 8 -

performance report lower distrust.

This suggests that citizens’ trust in the EU is
closely linked to their local economic realities —
when regions experience stagnation or
contraction, dissatisfaction with EU institutions
rises.
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Source: own elaboration using data from Eurobarometer and ARDECO database (2025)




Next steps: empirical assessment of interdependent dynamics

Objective: to empirically assess the endogenous relationships between growth, EU integration, policies
and public discontent

Methodological Approach: Generalized System of Equations to capture two-way feedback and
simultaneity across key variables

Model structure:
* Equation 1: Regional Growth = f(Integration, Discontent, Policies, Controls)
* Equation 2: Integration = f(Growth, Policies, Controls)
* Equation 3: Discontent = f(Growth, Integration, Policies, Controls)

» Equation 4: Policies = f(Growth, Discontent, Controls)

©. Why This Matters:

Understanding these dynamics as mutually reinforcing allows for more effective, evidence-based
regional and cohesion policy design — especially in peripheral economies.




Key policy implications from the Greek case

1. Integration quality matters, not just quantity
* The structure of trade relations has unequal growth returns.
* Overreliance on imports from the core can deepen peripheral dependency.

2. Addressing regional inequalities is essential
» Persistent disparities weaken the overall effectiveness of EU integration.
» Cohesion Policy should be more targeted toward structurally disadvantaged regions.

3. Discontent is economically rooted
* Lack of inclusive growth drives political distrust — especially in crisis-hit or low-growth regions.

* Rebuilding trust requires visible improvements in regional well-being.

4. Need for a more endogenous Cohesion Policy
* CP should be more responsive to local economic and social gaps.
« Evidence-based targeting can increase legitimacy and impact.




THANK YOU FOR YOUR ATTENTION
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