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In a globalised world, Europe is facing a situation
in which in a long-term perspective its GDP is
increasing, but its share in the world economy is
decreasing due to strong economies emerging
such as China, India or Brazil. Economic perfor-
mance is a major issue for strategic policy deve-
lopment for Europe and for its cities and regions
contributing to the overall economic performance.

In the year 2000, the European Union has set in
its Lisbon Agenda the strategic goal “of becoming
the most competitive and dynamic knowledge-
based economy in the world capable of sustaina-
ble economic growth with more and better jobs
and greater social cohesion”. Regardless the fact
that the original goals set for 2010 were not fully
met, also due to the global economic downturn
starting in 2007, the objectives of the Lisbon Stra-
tegy remain important for Europe and its regions.

The Europe 2020 Strategy adopted by the
European Council in 2010 sets out a vision of
Europe‘s economy for the 21st century. The stra-
tegy builds on the Lisbon Agenda, but is based
on a broader set of priorities and objectives. The
priorities tackle different growth aspects:

» Smart Growth: developing an economy based
on knowledge and innovation

« Sustainable Growth: promoting a more resource
efficient, greener and more competitive economy.
* Inclusive Growth: fostering a high-employment
economy delivering social and territorial cohesi-
on.

Europe 2020 as such is not territorial. The deve-
lopment of territorial thinking and approaches is
taken up in the Territorial Agendas of the Euro-
pean Union, the first decided by responsible Mi-
nisters from all EU Member States in 2007. The
Territorial Agenda 2020 adopted in 2011 even
states ,that the objectives of the EU defined in
the Europe 2020 Strategy for smart, sustainable
and inclusive growth can only be achieved if the
territorial dimension of the strategy is taken into

6

2. Economic structures and global challenges

account, as the development opportunities of the
different regions vary.“ Six territorial priorities to
contribute to the successful implementation of the
Europe 2020 Strategy were defined; one of these
is to ensure global competitiveness of regions
based on strong local economies.

The Fifth Report on Economic, Social and Territo-
rial Cohesion gives evidence that regional dispari-
ties in the European Union are decreasing. But it
states also that more developed regions are more
competitive, innovation is one of the major keys
for this. The 7th Progress Report on Economic,
Social and Territorial Cohesion assesses how
regions and cities can contribute to smart, sus-
tainable and inclusive growth and Europe 2020
headline targets in the context of cohesion poli-
cies. The report shows that cities and regions are
faced with different combinations of development
problems and growth potentials. This is one of the
main reasons cohesion policy uses an integrated
approach that can be adjusted to local needs and
opportunities. The 8th Progress Report on Econo-
mic, Social and Territorial Cohesion highlights the
crisis-induced changes that will affect the context
and priorities of the new programmes financed by
the European Structural and Investment Funds.

Regions and cities play a major role in contribu-
ting to the fulfilment of the economic strategies
and territorial agendas. The policy documents
mostly have a clear implicit or explicit territorial
dimension where the diversity of dynamics and
potentials of each region and city will define their
contribution. Subsequently, monitoring of the terri-
torial aspects related to the strategic goals is as
essential as ever.

This theme of the ESPON Atlas, ,,Economic struc-
tures and global challenges* addresses primarily
the territorial variety of hard economic factors and
performances. So, the focus is on the elements of
the Lisbon Agenda and the smart growth priority
of the Europe 2020 Strategy.
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Europe and its regions on the global stage

1 8 % of the world GDP

was produced within the EU-27 area by 7%
of the world population in 2010. In 1950 the
figures for the same geographical ensemble
amounted to respectively 15% and 28%. This
decline is predicted to continue in the next
years.

ESPON compared to world

Weigh of world regions by GDP and population, 2009
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In the strategic policy documents of the EU,
globalization is identified as one of the four main
challenges facing European regions in the future.
Globalisation has been defined as a growing in-
terdependence between the different territories of
the world. However, it should not be understood
as undirected interconnections of all territories
across the world. Indeed, naive, early readings
of globalisation announced the ‘death of geogra-
phy’, notably focusing on the potential locational
impacts of new communication technologies.
ESPON analysis - following many others - de-
monstrates the inaccuracy of this reading of glo-
balisation. ESPON project - through the analysis
of financial, trade, human and knowledge flows
-highlights how distance and agglomeration eco-
nomies have become even more central.

Globalisation is seen as a very positive pheno-
menon for Europe. The way Europe will benefit
from globalisation is clearly associated with its
openness. According to the EU2020 Strategy all
instruments of external economic policy need to
be deployed to foster European growth through
our participation in open and fair markets worldwi-
de. Furthermore in the Strategy it is emphasized
on the one hand that a part of the growth that
Europe needs to generate over the next decade
will need to come from the emerging economies
as their middle classes develop and import goods
and services in which the European Union has a
comparative advantage. On the other hand the
biggest trading bloc in the world, the EU prospers
by being open to the world and paying close
attention to what other developed or emerging
economies are doing to anticipate or adapt to
future trends.

E S P E N © LLTK, ESPON Atlas, 2014

Globalisation depicts the role of states, regions
and cities as a decisive factor in the global eco-
nomy.

The most direct expressions of globalisation are
the increase or decrease of GDP. In this sense
GDP per capita is very often used as a compe-
titiveness indicator. Thus the most competitive
areas are North America, European countries
(ESPON space), Australia, Japan, and some
major countries in the Middle East. However it
is clear that long-term evolution of this indicator
reflects wider contrast.

In the last two decades China demonstrated the
most impressive economic growth in the world,
while developed countries such as Japan, the
USA, or Western Europe demonstrated only
moderate growth or almost stagnation. Apart
from this consideration, traditionally competiti-
ve regions still owns the largest share of global
production; however major changes are already
on the horizon.

Orientation of enterprises is a basic concept in
the analysis of globalisation effects of business
dynamics

Foreign subsidiaries in FUAs reveal the hege-
mony of London to attract foreign companies.
The second city in this rank, Paris only reaches
one quarter of the number of London’s foreign
subsidiaries. This system of international subsi-
diaries is particularly complex and multi-scale:
Europe /World, Western Europe/ Eastern Europe,
exchanges between European countries and
inside each country. The balance and the connec-
tion between all these levels are the condition of
the harmonized development of competitiveness



of European cities. De facto, Northern America

is by far the most important region for Europe,
especially when firms, services and foreign direct
investments are considered. In contrast, the
influence of Asian subsidiaries is comparatively
lower in Europe; however a growing tendency is
foreseen.

Globalisation is characterized by increasing
exchanges across economies of the globe and by
a growing integration of these economies. Since
the end of the nineties, trade as a share of world
GDP has reached unprecedented levels.

There are several drivers to the growth of trade
of goods and services. The transnational firms,
which are the main actors of the integration of
value chains at global level, play a central role in
the growth. The intra-firm trade is estimated at
30% of total world trade. The other important fac-
tor is that the regional integration has largely de-
veloped economic exchanges between regional
economies through the creation of Custom Union
or Free Trade Area. The liberalization of trade is
a major driver of trade growth as well. Finally, the
new communication technologies as well as the
diminishing cost of transports have of course also
allowed the development of trade.

Globalisation goes parallel with changes in the
world economic geography including the trade

of goods and services. The main feature is the
global shift from the US, the EU and Japan to
Eastern Asia, first of all China. ESPON resear-
chers analysed both the position of Europe in this
global shift in trade of goods and services and
the territorial diversity by highlighting trends at
national level.

Openess of European regions
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The share of Europe in the world trade seems
relatively stable on the long run, at first glance.
High level of intra-European trade is the most
significant catalyser of this precarious role. All
European countries are making at least 60% of
their trade with the ESPON space. In line with
this, the integration of the European space has
been very high in the last decades, the intra-trade
is accounting for around 2/3 of the total European
trade. However, after decades of growing integra-
tion, the signs of relapse have turned up.

Excluding the above mentioned aspect, a signi-
ficant decline of Europe’s role in the world trade
becomes visible. That regular from the sixties

to the recent period. This loss in position is in
line with the general decline in Europe in global
stage, especially in population and production.
An unfavourable phenomenon is that the already
weak influence in the most growing areas (e.g.
Southern and Eastern Asia) is also declining.
Europe’s weigh of trade in Africa and surround-
ing countries is particularly significant, however
in North America and Asia this role is far less
dominant. At global scale this and other shifting
processes become visible in world economy. The
“old core countries” of Europe, North America
and Japan are starting to lose their importance,
meanwhile Asia, Especially China is growing.

Concerning the openness to extra-ESPON
regions — as an excellent indicator represen-

ting a country’s position in the world — the most
typical is the already developed European area
such as the Benelux countries, Southern Germa-
ny, Switzerland, and other peripheral areas as
Ireland and Finland. The new member countries
from Southern and Eastern Europe play minor
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Trade in the world
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Trade of Europe

North America

Europe in the trade of countries
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role, and have less weight in extra-ESPON trade.
In these countries the aspects of trade are much
more focused on internal Europe markets.
Despite these processes Europe as a whole still
remains the most important trade area in the
world, and also a very integrated one.

Europe is strongly affected by global processes
and has increased its links with the rest of the
world in all types of flows. Europe is a major
actor in the global economy. In all types of flows,
Europe is the first or second world region in
importance:

. it concentrates around 6% of the world

population;

. accounts for 20% of inter-regional air
connections;

. for 22% of interregional trade of goods
and

. 27% of inter-regional trade of services;

. for 31% of interregional in/out flows of
FDI;

. 21% of inter-regional migrations;

. 23% of inter-regional student flows.

However, this stronger integration to the global
economy impacts the European territories very
differently, because they participate with different
levels of intensity and have a differentiated capa-
city to resist the increasing competitive pressure
or to take new opportunities relying on the access
to new markets.

Europe remains a prosperous area still at the top
in the international division of labour, due to its

specialization in both medium and high technolo-
gical goods and knowledge-intensive services as
well as to the concentration of top level functions
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in global value. However the European decline

is evident and will continue in the next decade,
whatever the types of relations considered. The
decreasing weight of Europe in the world goes
hand in hand with the shrinkage of its influence in
most parts of the world.

Europe’s influence is more and more limited to its
neighbours. Hence, it can be defined a functio-
nal Europe that goes beyond the ESPON space
to include neighbouring countries from the east
(former USSR), south-east (Turkey) and south
(northern Africa). The functional weight of Europe
in the world certainly supports the EU as a global
political actor. This results in an active diplomacy
signing treaties all over the world, and increasin-
gly with the neighbourhood. Europe is still attrac-
tive and remains the main origin of inwards FDI.
Northern America is by far the most important
region for Europe and the links mainly concern
economic relations, especially those related to
firms. The neighbourhood regions are also of high
importance for Europe. Those areas have strong
relations with Europe in human and transportati-
on flows, and to a lesser extent in trade of goods,
but they have a lower importance in most other
economic relations.

Eastern Asia distinguishes itself by more intense
relations of trade in goods and services as well
as FDI.

Synthesizing the situation, Europe has become
more and more coherent over the time but at the
same time more and more limited to its traditional
borders. In the same time, Europe’s influence has
been more restricted to the European neigh-
bourhood, and within the neighbourhood, a shift
reveals from Southern and South eastern to eas-
tern neighbourhood after the fall of communism.



World FDI flows
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Regional economic performance

26,190 ...

was the average GDP per inhabitant of the
ESPON space in the year 2011.
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The standard indicator to measure economic
performance is Gross Domestic Product (GDP).
It reflects the market value of all final goods and
services produced within an area in a given time.
To reflect the different price levels in different
countries, GDP is often converted to Purchasing
Power Standard (PPS).

Economic performance between countries and
between regions differs very much in terms of
GDP per capita. At the national scale the variati-
on is between less than 50 percent of the EU27
average GDP per capita in Bulgaria and Romania
and more than 150 percent of the average in
Luxembourg and three non-EU countries of the
ESPON space. Remarkable differences do exist
within nearly all countries. In many cases this

is the gap between rural regions and the good
performing capital region, a phenomenon that

is most striking in several east European coun-
tries. In all countries of western Europe except
Luxembourg, there are regions that are clearly
underperforming. All regions of the four non-EU
countries of the ESPON space have higher GDP
per inhabitant than the EU27 average.

The recent economic crises has had a tremend-
ous impact on long-term real GDP growth. Over
a period of ten years, most regions in Greece,
several regions in Italy, France and Portugal, and
some in Germany, Denmark, Hungary and Bul-
garia had a reduction in economic output due to
losses in the last years. However, annual average
real GDP growth rates in other regions are clearly
positive. Most remarkably are many regions in
EU12 that have an average real GDP increase of
three, four or even more percent per year during

12
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that decade. In most countries there are profound
differences of several percentage points yearly.

In consequence, regions moved their relative
position compared to the EU average of GDP per
capita. Most remarkable gains of more than 20
percentage points occurred despite the hits of the
crises in the Baltic States and a few other regions
in Eastern Europe. In general, all regions of EU12
improved their relative position, a clear indication
of territorial cohesion. Western Europe sees two
very different kind of regions, relative winners and
relative losers.

ESPON has established a composite benchmark
index analysis of the economic Lisbon perfor-
mance. The index includes 7 of the 14 so-called
Lisbon indicators covering the five domains of
employment, innovation and research, economic
reform, social cohesion, the environment as well
as general economic background. The Lisbon
performance index basically shows the capabi-
lity of individual European regions in improving
their economic competitiveness related to the
objectives. The ESPON space clearly has regions
that are better equipped than others in terms

of economic Lisbon performance, and different
potential exists. High performing regions have a
much higher share of total European GDP than
their population share. However, lowest Lisbon
performing regions are catching up. Higher regi-
ons are divided in two groups, one is keeping its
position, the other one is slightly loosing. Stimu-
lating improvements in the competitiveness of
underperforming regions and places may support
a better balanced territory at regional, national
and/or European scale.



Lisbon performance and regional economic development
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Territorial patterns of innovation
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Knowledge and innovation are recognized to be
the strategic assets for “smart growth” in Europe.
The identification of regional specificities in pat-
terns of innovation is essential to build targeted
normative strategies for policy goals.

The geography of innovation is complex and the
capacity to turn knowledge and innovation into
regional growth is different among regions. The
orientation of regional innovation shows distinct
hotspots related to production, processes and
marketing. Three main territorial patterns of inno-
vation could be identified.

At first, there are strong knowledge producing
regions, which are whether scienced based or
more applied science oriented. Their endogenous
innovation takes place in scientific networks. The
local conditions are present to support the creati-
on of knowledge, the local diffusion, the transfor-
mation into innovation and the widespread local
adoption.

Then come the regions specialised in a smart
technological application or smart and creative
diversification. They have high product innova-
tion rates and high creativity to translate exter-
nal basic and applied science knowledge into
innovation.

Last but not least you find the imitative innovation
regions with in fact low knowledge and innovation
intensity. There, creative actors look for lacking
knowledge in the external world to adapt already
existing innovation.

Translation into policy means for the first group
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of regions to foster R&D incentives to attract
inventors and high skilled labour. For the second
group incentives for creative applications through
co-operative research activities or search for new
technological solutions will suit best. For the last
group of regions, the support of the development
of creative projects with multinational corpora-
tions might foster the economic base.

The notion of these territorial patterns of inno-
vation makes it clear that knowledge can not be
equated with innovation in any case. A territorial
relevant aspect to be considered in the policy
efforts of making Europe the most competitive
knowledge-based economy by raising invest-
ments in R&D to increase to the share of R&D
expenditures to 3% of the GDP as stated in the
EU2020 strategy.

In fact, R&D is more efficiently used in those
regions that considerably invest in R&D, which
are science-based, applied science oriented or,
to a lower extent, oriented to smart technological
application area. Regions with a low level of R&D
spending will have only little benefit from further
investments in this respect. Needed here are
investments in intangible assets.
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Regional dimension of the economic crisis

The GDP of the ESPON area declined in 2009
compared to 2008 by

774 ...

the economic power the Czech Republic and
the Netherlands together
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The recent economic crisis has witnessed the
most severe economic downturn in the history
of the European Union. But as it shows, not all
regions experienced economic decline and rates
of the beginning recovery vary greatly, some of
the European regions are already on their way
out of the crisis, but a lot of them are not yet out
of the vale.

The effects on employment have been tremend-
ous. Between 2008 and 2009 the number of per-
sons employed decreased by 3.6 million persons,
followed by another 1.4 mill. in 2010.

In the regions which were hit the most and which
have not recovered yet compared to 2008 (their
resilience defined by the point when employment
regained its pre-shock peak level) the loss of
jobs amounts to 6.1 million persons in 2009 and
another 2.5 million in 2010. From 2008 to 2013
the number of person employed decreased in
this type of regions by alltogether 10.3 million
persons.

In the regions seen as being resistant to the crisis
and which have already strong signs of recovery,
the employment remained by and large stable in
2009 in comparison to the year before.

The question is nevertheless, how stable the pro-
cess of recovery in employment will be. Recent
trends show a further decline in employment in
the regions that have not yet recovered com-
pared to the year before the crisis and a slight
slowdown on the path of recovery in the so called
recovering regions.

Latest data for 2011 on the regional gross dome-
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stic product (GDP) show, that the economies in
the majority of European regions is growing again
compared to the crisis year 2009.

Belgium, Poland, Germany as well as the

Baltic and the Scandinavian countries show the
highest regional GDP growth rates measured by
purchasing power standards (PPS). The rates are
much lower in the United Kingdom, France and
the Netherlands. The border of economic growth
so to speak currently runs along the German-
French border. In many regions of northern Eng-
land, southern Spain and Greece, the economic
performance is still declining though.

But the comparison of the economic performance
with the time before the crisis indicates that many
regions have not yet regained the economic
strength of 2008 again, some of them far away
from former economic strength. In Greece, Spain
and the United Kingdom not one region reached
the pre-crisis ecomomic output, whereas the
regions of Poland and in South-Eastern Germany
have a clear tendency to grow.

For many regions, the way out of the crisis seems
to be difficult. The growth rates since the crisis
downturn justify some optimism in economic
perspectives in many regions. Regions with a
positive development trend can be found in all
countries apart from Greece. In northern regions
of Spain as well a process of recovery becomes
apparent. But as it shows the crisis is not over

in all parts of Europe. In some parts the em-
ployment keeps on decreasing. Further efforts
are needed to prevent a deepening of the gap
between regions lagging behind (even more than
in the past) and the prosperous part of Europe.
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Economic stuctures - territorial synopsis
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The economic crisis downturn hit some regions in
their economic base. Despite signs of recovery,
five years after the shock a lot oft he regions

did reach the level of former economic strength
again.

The post-crisis path needs accompany and
sevelopment support. The regions which are still
beneath the GDP level of 2008 before the crisis
in do noz show signs of upturn in employment
must be prevented to begin lagging behind and
to loose track on their transition from less to mor
developed regions.

The industrial heart of Europe was obviously only
affected in some regions from the crisis and is on
its way of recovery. Special attentions must be
given to some Eastern European regions, where
some industrial area did not catch up in this
development.

The European service points, main areas of
financial services, real estate and advanced pro-
ducer services and also the Innovative bassins
play an important role in the maintainance of the
path of post-crisis re-development. Efforts has be
made to foster this prozess service regions which
have not yet reached former strength again.
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Society and integration - territorial synopsis
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The main demographic trends across Europe are
the decline in population growth, the ageing of
the population, the shift from births to migration
as main source of population growth and the
reduction in the growth rate of the working age
population. These trends not only affect demogra-
phy, but have strong impacts on labour markets.

If the size and direction of migration flows and
reproductive behaviour will not change, the size
of the working age population will decline in the
next decades, while at the same time the number
of elderly people will increase.

This will be a risk for European competitiveness
since the working age population in many other
parts of the world is expected to continue to grow
in the foreseeable future. In addition, disparities
across European regions may increase.

Growing regions will have to make sure that a
balanced development is maintained.

Shrinking regions should direct its activities to-
wards measures attracting and retaining younger
persons in these areas and redressing the exo-
dus from shrinking areas. Where the educational
level is too low, the quality of the overall edu-
cation should be boosted and life-long learning
should be encouraged.

Balanced regions will have to work towards retai-
ning favourable trends; they should be attentive
that potential intra-regional or urban-rural dispari-
ties do not become a problem.
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3. Society and integration

Today’s European society is deeply influenced
by the dramatic changes that took place in the
20th century. While the first half of this period was
marked by the two World Wars with its numerous
millions of deaths, the second half was on one
hand for a long time and for large territories
dominated by the Cold War. On the other hand
Western Europe saw a process of growing integ-
ration, cooperation and hitherto unknown econo-
mic prospering. Both economic development and
integration have however been threatened by the
recent economic crisis.

Although the European Union and its predeces-
sors were mainly built to achieve political goals,
they stand, together with its cooperation partners,
at the heart of this unique economic and social
development. This development convinced more
and more European national governments to
become member of this community.

The six founding members of the European Coal
and Steel Community in 1951 covered an area
of 1.3 million km? with a population of roughly
170 million persons. After the joining of Croatia,
the 28th EU member, this amounts to 506 million
persons on an area of 4.5 million km?, which
amounts to 7.3% of the world’s population. The
ESPON area, which includes not only the EU,
but also the EFTA members Norway, Iceland,
Switzerland and Liechtenstein, even covers 5.1
km?2 and 522 million persons.

In the more than six decades of European integ-
ration, the people in Europe have experienced a
strong economic growth, higher and more evenly
distributed education, equal rights and a growing
participation of all social groups (especially wo-
men) to labour markets and society, better health
and an overall and strong improvement of the
quality of living.

The EU policies, which aim to ensure the free
movement of people, goods, services, and

capital, lead to an opening of the borders and
increased cooperation. Migration between the
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European countries and regions grew as well
significantly.

In economic terms, Europe has become a major
world power. However, its position in the world
has drastically changed in the last 20 years. This
change was driven by the Globalisation and tech-
nological revolutions, especially the Internet.

This change of position comes with a number of
territorial challenges, which all affect European
society as a whole. European regions are increa-
singly exposed to globalization and are growingly
vulnerable to external shocks. This vulnerability of
European is however very unevenly distributed,
and regions are hit asymmetrically.

In addition, Europe faces demographic challen-
ges which are increasing and territorially differen-
tiated. Ageing and depopulation will bring about
changes in many regions and lead to severe
impacts for social and territorial cohesion, public
service provision, labour market and housing.
Other regions have growing populations and face
other pressures.

Intra-European migration grew significantly after
the EU enlargement; these mainly East-West
migration flows as well as flows from less-develo-
ped non-EU countries constitute specific challen-
ges and opportunities.

Although economic welfare and social well-being
have grown significantly all over Europe, socio-
economic exclusion is still a reality and has been
made worse by the economic crisis. It has a
strong territorial character: The risk of exclusion is
higher in areas with low accessibility, weak eco-
nomic performance, lack of social opportunities or
other particular territorial circumstances.

The global economic downturn has revealed
structural weaknesses in many countries and
regions of the EU, regardless of their level of
economic and social development. The crisis has
brought both the growth and convergence experi-
enced before 2007 to a halt.
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Demographic change
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The population of Europe is increasing slowly.
Since 2000 the annual average growth rate has
been below 0.5 per cent per year, which is similar
compared to other developed countries but mo-
dest in comparison to other world regions.

Population growth is unevenly distributed

across the ESPON countries. A trend of East-
West polarisation of the pattern of demographic
development is visible between 2000 and 2011.
Regions with population growth are mainly loca-
ted in Central-Western Europe while regions with
population decline are more dominant in Eastern
Europe. Capital regions in Europe are favourable
hotspots of demographic development, mainly
due to in-migration; in several cases, they also
show a considerably high rate of natural change.
Particularly in Eastern Europe, the immediate
neighbouring regions to capital cities stand out
with respect to population growth compared to
the inner parts of the capital region.

At European level, natural population develop-
ment has a very small impact on the increase

of the population today. Migration plays a key

role for population growth in Europe and has
counterbalanced the impact of a negative natural
population development in many regions. For the
regional contribution to European competitive-
ness and cohesion it underlines the importance of
migration.

The age distribution of the European population
shows more a rhomboid than a pyramid, which

is due to the baby boomer cohorts resulting from
the high fertility rates in several European coun-
tries in the mid-1960s. The baby boomers conti-

24

E S P ' N © BBSR, ESPON Atlas, 2014

nue to represent a major part of the working-age
population. The first of these large cohorts born
over a period of 20 - 30 years are now reaching
retirement age.

The age structure of the population in the EU-27
is becoming older, due to increasing life expec-
tancy and consistently low levels of fertility over
the past decades. Population ageing is a general
process across the EU Member States and is
expected to continue in the coming decades.

The relatively low contribution of natural increase
to total population growth is the result of two
factors: firstly, net migration in Europe has increa-
sed considerably since the mid-1980s; secondly,
the number of births has fallen, while the number
of deaths has increased.

The gap between live births and deaths has con-
siderably narrowed since 1960, which is mainly
due to the change of the birth rate, which nearly
halved since that time.

Since the number of deaths is expected to
increase as the baby-boom generation ages, and
assuming that fertility remains at a relatively low
level, a negative natural change (more deaths
than births) cannot be excluded in the future. The
extent of population decline or growth will thus
depend even more on the contribution made by
migration.

In 2011, 5.2 million children were born in the EU-
27. The highest annual total for the EU-27 was
recorded in 1964 with 7.7 million live births. Fer-
tility in Europe is among the lowest in the world;



currently, women in Europe on average have 1.5
children, while 2.1 are estimated to be needed

to replace the population by itself. Only a very
small number of European regions show a stable
fertility rate above this.

Fertility rates have dropped considerably in Euro-
pe since the beginning of the 1960s; the deve-
lopment in the countries shows a clear regional
pattern.

Iceland and Ireland had and still have the highest
rates. Northern and Western Europe faced
dropping rates already in the 1970ies, but show
differences in the last two decades, where the
Nordic countries and several Western countries
saw a rise again.

Southern Europe saw stronger drops in the
1980s, while Eastern European countries experi-
enced a very steep drop beginning of the 1990s.

At the beginning of the last decade, the total
fertility rate in the EU-27 has shown some signs
of rising again: After bottoming out between 2000
and 2002, the fertility rate has increased again in
most Member States in the nine years to 2011.
However, the rise has not been enough to change
the direction of the trends in population growth
and ageing.

Low fertility rates tend to go hand in hand with
high out migration.

Fertility
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The low level of fertility is the main cause of both
the slow pace of population growth and populati-
on ageing. The rate of ageing is reinforced by the
increase in life expectancy.

Economic development and the improvement in
environmental conditions, improved lifestyles,
advances in healthcare and medicine, including
reduced infant mortality, have resulted in a con-
tinuous and rapid increase in life expectancy at
birth across Europe during the last century. This
process has been going on for longer in Europe
than in most other countries of the world, making
the life expectancy in Europe one of the highest
in the world.

Besides the reduction in fertility, the gradual
reduction in mortality is the main factor contribu-
ting to the ageing of the population in the EU-27.
While life expectancy is rising in all Members
States major differences still exist between

and within countries (for example, by sex). The
gender gap in longevity is slowly narrowing, but
still striking, as are the differences between the
countries.

High life expectancy has an upward effect on
both population growth and ageing. Regions with
low fertility, high life expectancy and negative net
migration will experience more ageing than other
regions.
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Persistent low fertility, increasing longevity and
negative netmigration are the driving forces of
population ageing.

The slow pace of European population growth
gives rise to the major demographic challenge of
population ageing. Although population ageing
affects all regions of the world, it is most advan-
ced in Europe.

The statistical relation between age groups can
be shown through age dependecy ratios. They
measure the relation between one age group

that in one way or the other supports another age
group, which due to its age structure is most likely
to be economically dependent to the other, most
likely to be economically active, group.

The old age dependency ratio serves as an indi-
cator of the pressure placed on the working age
population (age 20 - 64) to take care of the old
(age 65+). The increase in old-age dependency is
expected to contribute to higher public spending
in health, long-term care and pensions.

As the population grows older, also the number
of the oldest old (aged 85 and over) grows. This
increases the demands on families to provide
support for their oldest-old members. This is
expressed through the parent support ratio, which
relates the very old age groups (85+) to the gene-
ration of their (presumed) children (aged 50-64).

The different demographic indicators can be sum-
marised into types of demographic status and
development. The DEMIFER typology of NUTS2
regions classifies the demographic structure

and the short-term trends in the ESPON area by
2005. It is based on four key variables: the share
of the age groups 20 to 39 years and 65 years
and over in 2005, as well as the annual average
natural population increase and net migration rate
during the period 2001 to 2005.

Favourable demographic trends can be observed
in the types “Euro Standard” and “Family Potenti-
als”. The type “Euro standard” is coming close to
the overall average of the ESPON area. The type
“Family potentials” has high natural population
increases with high levels of fertility. In the Euro
Standard regions, the natural population balance
is rather stagnating. In both types, the speed of
ageing is rather moderate.

The share of working age population is around
average; the share of the working age population
is still increasing. This growth is driven by increa-
ses in the older working age population.

The highest stock of foreign population by abso-
lute numbers is found in the “Euro standard” type.
About two thirds of the foreign population in these
regions is living there since ten years or longer.

The share of tertiary educated people is highest
of all types in the “Family potentials” regions and
still high in the “Euro standard” regions. Unem-
ployment is below the overall average, the distri-
bution of long-term and short-term unemployment
is quite balanced. In the Euro standard regions,
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the labour force participation rate is highest of all
regions.

The types “Challenge of Labour Force” and
“Challenge of Decline” face a population decline
as a demographic challenge. Both regions show
a negative natural population balance and a
negative migratory balance.

The “Challenge of labour force” regions feature a
high share of population in young working ages
and a relatively low share of elderly. Although
the proportion of the working age population is
still well above the overall average, the number
of young people will fall steeply in the future as
fertility fell sharply after 1990.

In the “Challenge of Decline” regions, it is the
elder population which shows above average
proportions. The widespread emigration of young
people is driving the already prevalent process of
demographic ageing even further.

The share of higher educated people is around
the overall average in the “Challenge of Decline”
regions, but not increasing in younger ages, as it
does in all other types of regions. The “Challenge
of labour force” regions show the lowest share of
tertiary educated persons on average, as well as
the lowest labour force participation rates. Both
types of regions show high unemployment rates.
Long-term unemployment is prevalent in both
types.

The two regional types “Challenge of ageing” and
“Young potential” are both characterised by chal-
lenging disparities, however very different ones.
Both types show a strong migratory surplus and
therefore an overall population growth.

The “Challenge of ageing” regions are charac-
terized by the highest shares of elder popula-
tions among the types and natural population
decreases. The impacts of demographic ageing,
however, are mitigated by a strong influx of
younger migrants. The “Young potentials” regions
on the other hand feature a young age structure
and show a positive natural population increase.
The proportion of the working age population is
around average in both types and still increasing.

The majority of the foreign population immigrated
during the last ten years. The “Young potentials”
regions show the highest proportion of foreign
population.

While for “Challenge of aging” the share of tertia-
ry educated persons is rather low, it is the highest
of all types for “Young potentials” regions, which
however show high rates of only basic education.
High unemployment rates can be observed in
both types. The majority of all unemployed per-
sons is jobless for less than six months.

The type “Overseas” consists of the French
Overseas Territories and the Spanish exclaves of
Ceuta and Melilla. It features considerable high
shares in the young ages and by far the lowest
share of elder population. The strong natural po-
pulation increase is more than counterbalancing
the negative migratory balance.
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Migration and mobility

4 ] 7 million immigrants

entered an EU country in 2006, whereas 3.6
million persons were leaving.

More than half of the immigrants arrived from
outside the European Union.

Foreign population, 2007
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International and long-distance interregional
migration flows are usually driven by economic
motives and are work-related. In Northern,
Western and Southern Europe the countries
experience a positive migratory balance, while
the Eastern European countries see more peo-
ple leaving the country than entering - in some
cases three times as much.

The migratory balance in the countries’ regions
can however differ considerably from the coun-
tries’ overall trend. Outskirt rural regions, but
also old industrialised areas very often loose
population despite an overall migratory gain of
the country. At the same time most of the re-
gions from the former socialist economies are
losing population through emigration.

In Eastern Europe, those regions that manage
to maintain a positive migratory balance in spite
of the overall country’s trend owe this mainly to
international migration. Western Europe is the
preferred destination for all migrants, since only
five percent of the international migrants went
from one Eastern European country to another.

Regions that are less attractive for migration
tend to be so for both internal and external
immigrants: There are hardly any declining
regions where the internal migration is positive
and the external migration negative. Regions
where both migration components are negative
can mainly be found in Poland, Bulgaria and
Romania.
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Two thirds of the foreign population have a Non-
EU citizenship, and one third a citizenship from
another EU country. Immigrants from Non-EU
countries are clearly less educated than nation-
als and EU migrants. Immigrants from EU coun-
tries however tend to comprise even a consider-
ably higher share of tertiary educated persons
than the national population.

Most of the foreign inhabitants belong to the
working ages. This is mainly due to the non-
EU population, where the share of foreigners
is more than twice as high for the age groups
between 20 and 44, compared with the foreign
population from other EU countries. There, the
age distribution is more balanced.

Migration patterns differ considerably between
men and women. Island regions and other
peripheral regions see a clear overrepresenta-
tion of young men. It is mainly the capital city
regions that see a much higher share of young
women than young men.

A pronounced exodus of young women often
leads to a reduction in births, which can cause a
deterioration of educational and social services.
This often leads to a vicious circle of decreasing
fertility and also produces an overaged society.

Migration patterns also depend on the age of
the migrants: Urban regions, especially those
that encompass the capitals, often attract young
populations and drive out older active ones.
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Education and labour force

2 8 European universities

can be found among the world‘s top 100
universities, the majority of them found in UK
and Germany.

Education and labour force
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In order for all citizens to participate fully in so-
ciety and economy, to prevent poverty and to
improve employability, a basic level of education
is required. Furthermore, the transition towards
a more knowledge-intensive economy will only
be possible by increasing levels of education.

Early school leavers bear a higher risk for un-
employment, social exclusion, and poverty.
The situation in the EU is generally improving:
The Eastern European and the Southern pe-
ripheral regions with high levels of early school
leavers have improved, although rates remain
rather high for Romania and Bulgaria. In some
economically successful regions in the Nordic
countries and Western Europe however rates
worsened.

Urban areas in general perform better than their
surrounding region, with Ireland showing very
strong rural-urban differences. In Spain on the
contrary, some cities have had higher drop-out
rates than their regions. Here, a high proportion
of young people left school during the economic
boom years (1997-2007) in order to enter the
labour market when lots of low qualification jobs
were created in construction, tourism and basic
services.

Early school leaving shows a gender gap which
is unfavourable for men: with the exception of
Bulgaria, young men surpass women in drop-
ping early out of school in all European coun-
tries.
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Early school leaving is strongly linked to a low
regional educational attainment. The regions
with a high share of persons with low educa-
tional attainment generally provide most of their
employment opportunities in agriculture, tourism
and construction. Regions with a high propor-
tion of people with low educational attainment
in general also have low participation rates of
adults in education and training. This double
education gap constitutes a major territorial
challenge.

Tertiary education covers not only universities,
but also colleges, technical training institutes,
nursing schools etc. The share of people in
Europe with tertiary education is increasing;
however, US, Canada, Japan, Korea and Aus-
tralia out-perform Europe. Some well performing
European economies score surprisingly low,
which in some cases (e.g. Germany) is linked to
the countries’ education systems emphasising
apprenticeships.

The best scores regarding the quality, accept-
ance and attractiveness of educational services
are recorded in the Nordic countries as well as
Italy, France and Spain. The national heteroge-
neity is usually quite low in most states. Capital
regions are favoured, generally because of their
scores in tertiary enrolment. In general however
it seems that educational services are practi-
cally immune to territorial differences and are
rather evenly distributed.
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Labour market

2 1 1 million persons

were employed in the EU-27 in 2013.

Employed persons per
age groups, 2012
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The labour force — which comprises both em-
ployed and unemployed, actively job-seeking
persons — has grown considerably in Europe over
the last 60 years. This was caused by a growing
population and rising participation in the labour
market of several population groups, especially of
women.

The economic crisis that hit Europe from 2007 on
has had severe impacts on the European labour
market. The effects were very asymmetric in the
European countries and regions.

One severe impact was on employment. In the
period from 2007 to 2011, Lithuania, Estonia,
Latvia, Ireland, Greece and Spain suffered most.
Construction and manufacturing were the sectors
where the labour market was most severely hit by
the recession.

In 2012, the EU27 employment rate of women
was 12.4 percentage points below the correspon-
ding rate of men. Also on regional scale and in all
NUTS 2 regions it was lower. During the crisis,
female employment decreased to a lesser extent
or even rose; male employment was thus more
affected by the economic crisis.

Overall unemployment rates increased as a result
of the economic crisis, as did youth unemploy-
ment. Since 2000, the unemployment rate at EU
level had been dropping from about 9% at the
beginning of the 21st century to 7% in 2007 and
2008, but rose to 10.9% in 2013. In the most
affected countries, unemployment rates even
doubled or tripled in these years.
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Lately, unemployment rates declined in the majo-
rity of regions; this was however mostly observed
in regions with an already lower level of unem-
ployment. Existing disparities in unemployment
therefore worsened, both in a European compari-
son and within most of the individual countries.

Similar to the employment rate, the gender gap
also narrowed for unemployment rates; again,
this was mainly due to the fact that men suffered
more from the crisis. In 2012, female unemploy-
ment rates for the ESPON area were therefore
only slightly higher than male, but showed a
strong national and regional differentiation.

A number of regions in Southern, but also in
Eastern Europe see a much more pronounced
joblessness of women. However, there is a
considerable number of regions where there is an
unfavourable relative imbalance for men.

Young people bear a higher risk to be unemplo-
yed than adults, even in strong economies. As a
result of the economic crisis, unemployment of
young people increased even stronger than ove-
rall unemployment. In one fifth of the NUTS 2 re-
gions, one out of three economically active young
people were unemployed. In 4% of the regions,
mostly in Spain and Greece, it was even one out
of two. In most of the countries, youth unemploy-
ment rose stronger than overall unemployment.

On European level, long-term unemployment
(unemployment of more than 12 months) rose
only slightly from 2003 to 2012, but Greece and
Spain experienced a dramatic increase in relation
to the EU average.
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4. Urban and rural areas

| Urban and rural is one of the most fundamental
territorial division, ever since accompanied by
specific metaphors connected on living condi-
tions, economic activities and cultural characte-
ristics.

But as diverse as these spatial categories appear
are the differences within themselves and the
diversity of this territories throughout Europe,
also. Talking about urban areas means dealing
with small and large cities, urban regions and
agglomerations as well as with functional urban
areas and metropolitan regions. The same also
apllies for rural area, ranging from peri-urban with
a smooth transition of urban and rural characte-
ristics to peripheral rural region.

In European spatial policy the polycentric and
balanced territorial development is seen as key
element of achieving territorial cohesion. That
means refering to the priortities of the TA2020
related to cities, that Metropolitan and other
urban regions are recognized as assets for the
development of the whole European territory
provided that, and here comes the rural aspect
to cohesion, that other regions benefit from their
dynamism and they add value and act as centres
contributing to the development of their wider
regions. The development of the wide variety of
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rural areas should according to this take account
of their unique characteristics.

Territorial development policy should supports
territorial competitiveness of the EU territory also
outside the core ‘Pentagon area’, which covers
according to the European Spatial Development
Perspective (ESDP) the area defined by London,
Hamburg, Minchen, Milano and Paris and is
seen as the most urbanised region of the EU.
Cities should get the opportunity to improve their
performance in European and global competition
and promote economic prosperity.

The shift towards an integrated model of urban
and territorial development policy in theTA2020
strengthened the urban dimension, pointing at
the importance of the interaction of EU-policies,
national, regional and urban development poli-
cies openes the view an territorially integrated
approach.

In this territorial approach the EU2020’ strate-

gy is spatially anchored. What is needed is the
knowledge of the specific patentila and assets of
the different dimensions of the territory, functional
regions, cities and rural areas need to be identi-
fied to sketch the specific actions to take to the
successful implementation of ‘EU2020’ for cities
and regions of the EU.



Population density

¥

Inhabitants per km?, 2006

Regional level: LAU 2

25 50 100 250 500 1000 Origin of data: ESPON Geospecs Project

35



Urban and rural Europe
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live in urban regions. This is equivalent to the
population of France, Spain, Poland and the
United Kingdom.

Population by different
settlement types 2011
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The unique togetherness of cities and rural regi-
ons maintain and safeguard the deveolpment of
the European territory. The awareness of mutual
interdependencies garantees balanced progress
in their relations to enable and reinforce the joint
progress in regional growth.

Defining what is urban and what is rural in
European context as such is not an easy task.
Different national starting points in city systems
and national specifies might define rural areas in
some countries that might be of urban character
in another one. A European apporach based on
population density and the size of municipalities
finds a comparable interpretation of urban and
rural areas, distinguishing between predominately
urban and rural areas and tahkes into account
the aspect of vincinity and remoteness also.

Within the 32 ESPON countries altogether 40 %
of the people live in municipalities in predomi-
nantly urban regions, followed in share by 35 % in
the intermediate regions close to a city and 18 %
in predominantly rural regions. The variety of the
importance within the countries is big, reaching
from 71 % for persons living in urban regions in
the Netherlands down to 10 % in Romania. In
Norway 36 % of the inhabitants live in predomi-
nantly rural regions, in the UK this share lays by
1 %, in other countries like Belgium, this regional
category does not exists.

Cities and metropolitan regions are crystallisation
points in territorial development. They provide
central services on different regional levels and
concentrate functions in economic, social and
cultural fields of global, european, transnational,
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national and regional level. The functional diver-
sity of metropolitan regions, both capital regions
and co-called second tier cities with destinct
importance within national economies, safeguard
stability in development.

In the area of metropoltian regions are living 60
% of the European people, in the capital regions
alone live 28 % of the European metropolitan po-
pulation. In the European perspective the capital
city regions are the fatest growing regions related
to population over the last twenty years whereas
the number of inhabitants outside of metropoli-
tan regions increased less. In the overall urban
context, the second tier metropolitan regions
showed the lowest growth rates. The trends of
development in the countries are markedly diffe-
rent. It looks, that the importance of the captial
cities influences the development within the city
system. In Poland growth in population concen-
trated in the capital region only, in the UK beside
the capital especially the smaller metro regions
gained population and in Germany the capital and
second tier metro regions were the main areas of
urban population growth.

Strong capitals matter to nation states positioning
in the global and European dimensions. Strong
second tier also matter. They show differences in
functionality and size, being whether a Metropoli-
tan European Growth Area or a functional urban
area of transnational/national importance. Smaller
metropolitan areas and functional urban areas in
the intermediate regions and predominantly rural
areas have less functionalities reaching mainly
transnational /national importance.
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European network of cities
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The interest in cities is growing in Europe and
the, the idea of cities as “growth poles” re-emer-
ges in the debate about policies for competitive-
ness as policy is oriented to make the European
economy more successful in the world.

In the discussion about the contributions that dif-
ferent territories have in puzzle of national com-
petiveness in the European context, the debate
about the economic contribution of cities gained
speed and also the question if a concentration of
investment in selected cities, for instance in the
capitals might be more suitable than spreading
investments across a wider set of cities, or to put
in other world, might a polycentric urban system
be economically better positioned than a central
one.

Cities in Europe are on the move, both in demo-
graphic and economic respect. The evolution of
cities depends on the relation between the urban
core and its hinterland in which the stage of the
urbanisation process is generally linked to ge-
neral economic development in the regional and
national context.

The urbanisation cycle is composed by urbanisa-
tion, sub-urbanisation, counter-urbanisation and
finally re-urbanisation,.Different cities in Europe
are in different phases of this cycle.

I

n the dense urban and central parts of Europe,
many cities are characterized by population
growth in both core and peripheries, often faster
in the former than in the latter. In Eastern Europe,
most of the cities are characterized by the decline
of their population with an intense process of
suburbanization, while in Mediterranean cities,
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population grows with an intense process of sub-
urbanization. In the present period, suburbanisa-
tion trends are still very topical in southern and
Eastern Europe, while re-urbanisation is progres-
sing in the cities of the pentagon.

In the present, the sectoral structure of Europe’s
cities can be seen as a factor of competitive-
ness, but in fact, it is also an indication for the
historical paths these cities have taken. Territorial
development built on an integral captitalisation of
sectoral strength based on innovation, economic
diversity, skills and human capital, connectivity,
place quality and governance capacity. Cities are
concentration points of these activities

The sectoral diversity ranges from big metropoli-
ses concentrating high level functions in finance
and business services, the highest level is to

be found in the four major world financial cities
London, Paris, Amsterdam and Frankfurt, to cities
basing on a solid manufacturing base.

The concentration of economic weight in the
big cities in the regional context is obvious, but
already on a national level, the concentration of
the sum of the produced goods and services is
remarkable. In the UK, London produces more
than one third of the total national GDP, other
major cities play only minor roles. The more
polycentric the national city system, the more im-
portance other cities gain in their contribution to
the national GDP like it is the case Poland, Italy
and Germany.
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Gross domestic product of selected metropolitan areas 2011
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European poles of global integration
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The role of cities, namely of large and capitals ci-
ties as important economic hints between Europe
and the rest of the world must not be contested.
To access the embeddedness and vulnerabilty
of cities in the global context, the exchange

of information and the investments in leading
economic activities reveals the potential for a
future development. The degree of integration of
cities in global and European research networks
like the EU Seventh Framework Programme and
the involvment into the network of multinational
firm and their systems of subsidiaries defines the
international participation.

According to the connections in these networks
the global position of European cities can be
devided between “global cities”, namely London
and Paris, European cities being well integrated
in global networks of leading activities covering
urban strongpoints like Amsterdam Brussels or
Munich and cities with still noticeable international
participation. Cities in all cases represented in a
broader context of functiional urban areas (FUA).

A deeper view in the leading sectors, advanced
business services, finance together with insu-
rance and real estate (FIRE), high tech inclu-
ding inlcuding converging technologies, cultural
industries and transportation and logistics shows
the sector specialisation of cities. A first group for
example includes FUA which are preferentially
engaged in advanced business services, many
of them involved in manufacturing activities, as
automobile or aeronautic, but also in older cycles
as textile, steel or metallic industries. A second
group is specialized in the FIRE activities to find
in this group not only the major European financi-
al centers but as well almost all the state capitals
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of former Eastern EU countries.

The specialisations in transportation and logistics
and also related to cultural and leisure industries
refers mostly to rather small cities. The cities with
the specialisation in activities of high technology,
including the so-called “converging technologies”
(Nano technologies, biotechnologies, techno-
logies of information and cognition have not so
many but a few specialized connections in the
global economy

The position of FUA related to economic power
is among others determined by the headquarter
functions situated in the city and the network of
subisdiaries controlled in other regions and cities.
The balance between controlled subsidiaries from
a city and the subsidiaries located in this city but
controlled from outside, is a good indicator to
measure this. On the other hand, the hosting of
external controlled subsidiaries and asumed de-
pendencies also shows the strategic importance
and dynamic of the city.

At the World scale, European FUA seem to be
more controlling subsidiaries than controlled

from outside. Without including city internal and
respective national subsidiaries, the centre of for-
eign control might be defined in the rhombus with
the corne built by London, Helsinki, Vienna and
Madrid. The Eastern European cities and also
Mid- UK appears mainly controlled from abroad.
This is particular evident for external control by
headquarters located in North America. Related
to Asia, the degree of European influence is
strong at the moment, only Mid - UK and the cap-
tital cities of Eastern EU Member States do show
some external control from Asia.
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Characteristics and potentials of rural territories
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Rural areas within Europe represent vital
parts of its territory. However, these areas are
often more heterogeneous than it seem at first
glance.

From textural aspect the structural typology
allows us to distinguish between non-urban
regions in terms of their socioeconomic perfor-
mance. The findings of this typology point to
economic diversification of Agrarian regions as
one of the key objectives for such targeted ho-
rizontal programmes. It draws on the discourse
regarding territorial and sectoral policy, and the
shift from productivism towards new functions
highlighting the importance of countryside
public goods and the concept of “consumption
countryside”.

Rural regions with primary sector dominance in
the local economy are mainly concentrated in
an arc stretching around the eastern and sou-
thern rims of Europe. Some other rural regions
have tourism as leading economic attribution,
where countryside is less about production

and more about consumption, and people visit
them for recreational purposes. These territo-
ries — Consumption Countryside regions — typi-
cally have diversified small scale infrastructure.
The rest of the rural space is characterised by
diversified regions with a focus on secondary
or private sector services, and where employ-
ment structure is only slightly different than in
urban regions. Consumption ruled countryside
and diversified regions with a focus on private
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sector services tend to achieve a good level of
economic performance and are likely to conti-
nue to do well in the immediate future.

Rather than becoming more uniform in cha-
racter, rural Europe is becoming increasin-

gly diverse. This diversity implies both new
challenges and changing opportunities. Many
of these lands have slower economic, social
or cultural progress, but there are also regi-
ons aiming to better connect to European or
the global blood flow. Looking from distance,
individual processes are merging, and compile
together a broader structural change. In rural
economies, this is associated with changes in
the robustness and capacity of local communi-
ties, which are linked in complex ways to rural
governance.

The performance of these regions is placed

on a continuum between “depletion” and
“accumulation” which is determined accor-
ding to their combined accomplishment in net
migration, GDP per capita, average annual
change in GDP, average annual change in total
employment, and unemployment rate. The
geographical pattern of performance depicts

a clear concentration of Depleting regions in
New Member States. Mediterranean regions
mostly down score the average which might be
in close connection with structural problems,
while highest rates of “accumulation” are found
in already developed regions that is rooted in
their past.
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Share of dominant performance Types in European countries, 2010
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Challenges of changing landscape in Europe
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Land use in Europe has changed drastically du-
ring the last fifty years, primarily in relation to the
betterment of human well-being and economic
development, while unfortunately causing serious
environmental problems. Policy change plays a
role in the performance of territories. Understan-
ding the impacts of these land use changes on
sustainability is currently a major challenge for
the policy and scientific community. Although Eu-
ropean policy does not have a specific spatial pl-
anning responsibility or competence for planning
per se, it sets the framing conditions of planning
through different strategies and instruments.
Land use implications on the compliance of the
key EU policy objectives and targets are crucial
due to its cross-cutting nature touching upon
many different territorial challenges. Not least,

to urbanization and rural-urban relationships,
climate change mitigation and adaptation, natural
resource management, energy, transport, regio-
nal competitiveness and cohesion.

ESPON researches on land use are far from
being ad hoc regional policy recommendations.
They are general messages for awareness rising.
The assessment of the intensity of Land Use
Change revealed that there is a clear east-west
dimension that could be partly explained due to
the enlargement of the European Union in the ni-
neties. A couple of examples are provided which
illustrate such phenomena. Large volumes of land
use extensification are almost exclusively found
in Eastern European member states, particularly
in Poland, The Czech Republic and Hungary. This
pattern is very dominant in the period 1990-2000
but continues in 2000-2006 as well. The land ow-
nership reforms in Eastern Central Europe during
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the 1990s resulted in marked changes, a process
which was further fuelled by the expectations
regarding future membership of EU in the period
up to and after the membership in 2004. Besides,
it also revealed that some of the most significant
changes between 1990 and 2000 took place on
the Iberian Peninsula. Considering that the ag-
rarian reforms in such regions began during the
1970’s and ended in the late 1980’s, the changes
could be partly explained likely due to the ascen-
sion of Spain and Portugal to the EU in 1986.

When comparing the Land Use Functions to

the Land Use Change typologies a majority of
land changes (calculated by area of change) are
taking place in regions where extensification is ta-
king place due to agricultural and forest change.
And where this is taking place, a vast majority of
the regions are characterized as having a neutral
performance in terms of provision of work. Urban
growth comes at the expense of other land uses.
In the core cities there is a clear dominance of
new building development on previous agricul-
tural land. This is due to several factors: Firstly
most of the available land for urban growth is
agricultural. Secondly, agricultural land is in most
cases technically more suitable for construction
than forest areas both topographically and in
economic terms. Thirdly, natural areas are often
considered as valuable recreational areas and
hence cities have protected them from building
activities. Grouping cities by regions highlights
some specificity like in Eastern countries about
30% is developed on previous forests. In the
large urban zones the agricultural land is still the
primary source. However, in Eastern cities most
of the land is developed on forests.
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Urban and rural regions - territorial synopsis
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The rural areas play an important role in the ter-
ritorial development in Europe. Rural regions are
not one homogenous group, they show distinct
characteristics depending economically more on
agriculture, forming the ‘Agrarian Europe’ or have
a not insignificant part of industrial activities. Re-
gions which could be identified as ‘Industrial rural
Europe’. Some rural regions are in the interest of
different territorial claims like agriculture, natural
and ecological aspects or tourism.

Each of this regions needs geographic originated
development strategies. The regions in ‘Agrarian
Europe’, mostly not with intenstive high technolo-
gical agricultural production need a solid ecomo-
nic development with the primary sector as base.
In the industrial rural regions , mainly situated
beside or In between urban spaces the preser-
vation of rurality as such need to be included in
territorial strategies as well as questions of territo-
rial exploitation . In the rural areas in the scope of
different and divergent interests the questions of
spatial consistency ared evident.

In the urban areas, the growing regions need
integral development strategies to deal with in-
migration, growing land consumption and related
infrastructural needs and adjustments, in some
parts of Europe also connected with the questi-
on of the duration of growth and for which time
periods additional efforts are needed.

Dealing with territorial questions of shrinking in
urban areas is dealing with loss of people, public
income and tax, labour opportunities and know-
ledge. On the other side, public service and main-
tainance of infrastructure have to be adjusted.
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Attractivity of regions

75.

of all Europeans were satisfied with their live
in autumn 2011. 56 % expected their life to
be about the same in the next year, while 21
% expected an amelioration of their situation
and 20 % a worsening.
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Territorial assets influence strongly the pathways
of regional and local development, attracting dif-
ferent human flows into regions. The ESPON pro-
ject ATTREG interpreted territorial attractiveness
as a characteristic of places that varies spatially
according to its constituting natural and environ-
mental, social, cultural and economic compo-
nents. The attractiveness of a region is influenced
by the availability and quality of certain assets. In
the ATTREG project, they were identified through
broad regional typologies:

Antropic capital: This capital is mostly defined by
urban assets, i.e. the intensity and quality of the
built environment and accessibility, and is mea-
sured through tourist sights, urban infrastructure
and accessibility.

Economic and human capital: This “traditional”
set of migration drivers is measured by indicators
of wealth, employment structure and quality
Environmental capital include assets that are in
part exogenous features of territories (climate)
and in part the result of territorial management or
specific policy initiatives (landscape protection).

Social and cultural capital: This set of territorial
capital relates to soft features of places and their
societies. It is determined by the residents’ satis-
faction, the age-related composition of the society
and dimension of the student community.

Institutional capital. This category expresses
potential attractiveness due to specific politi-

cal structures or policy regimes as well as an
efficiency of services. It was measured through
the satisfaction with health services, a key public
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provision.

The European regions can be divided into four
classes which are shaped by different combina-
tions of these typologies of territorial capital.

Class 1: The potential attractiveness is mostly
linked to the high provision of environmental capi-
tal that they offer, as well as good endowments of
antropic elements and economic assets.

Class 2: Compared with those of Class 1, these
regions also offer high levels (though lesser) of
environmental amenities but are modestly endo-
wed in all other types of territorial capital, which
to some extent may downplay their attractiveness
at least for a structural work-related mobility.

Class 3: These regions’ countries are characte-
rised by a dynamic socio-economic environment,
possibly the result of effective public spending in
services of general interest.

Class 4: These areas score moderately well eco-
nomically and in terms of physical infrastructure
and other antropic elements, though they may
exhibit signs of congestion in the provision of pu-
blic services and a possible stratification in their
in their social mix, and are less attractive from the
environmental point of view.

Some territories that were extremely attractive in
the period up to 2007 have become instable in
the current crisis. It appears that they may have
been “overheating” and that their attractiveness
was based on the attraction of flows that were not
embedded in the local context.
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Regional policy has much to deal with investment
policy. It supports job creation, competitiveness,
economic growth, improved quality of life and
sustainable development. These investments
support the delivery of the Europe 2020 strategy.
On the other side regional policy is also the
expression of EU’s solidarity with less developed
countries and regions, concentrating funds on
areas and sectors where they can reach the most
difference.

Regional policy aims to reduce the significant
economic, social and territorial disparities that still
exist between Europe’s regions.

Policy documents, actions and funding of the EU
during the previous decades have already dealt
with territorial issues, but the current crisis and its
asymmetric territorial impacts have increased the
importance of the territorial approach.

The concept of territorial cohesion has been
disseminated among others by the Green Paper,
which presented a comprehensive approach and
did further nurture the debate around its different
understandings. Highlighting the rich diversity of
European territory, territorial cohesion aims at tur-
ning this diversity into an asset for all places. It is
thus ensuring a harmonious and balanced territo-
rial development and contributing to a sustainable
Europe. Territorial capital and potential are at the
centre of these broad objectives, but the scale
and the territory considered may change the way
to achieve them.

Europe faces a moment of transformation. The
crisis has wiped out years of economic and social
progress and exposed structural weaknesses in
Europe‘s economy. In the meantime, the world is
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moving fast and long-term challenges — globali-
sation, pressure on resources, ageing — intensify.
The EU must now take charge of its future.
Europe can succeed if it acts collectively, as

a Union. EU2020 Strategy helps to come out
stronger from the crisis and turn the EU into a
smart, sustainable and inclusive economy delive-
ring high levels of employment, productivity and
social cohesion. Europe 2020 sets out a vision
of Europe’s social market economy for the 21th
century.

EU2020S has as meaningful subtitle “a strategy
for smart, sustainable and inclusive

growth”. The document contains a preface of
the President of the EC telling that the context
of “economic and financial crisis” has motivated
the elaboration of this EU2020S for achieving “a
sustainable future”, which is “about more jobs
and better lives”, acknowledging that the EU
“has the capability to deliver smart, sustainable
and inclusive growth, to find the path to create
more jobs and to offer a sense of direction to our
societies”; this constitutes the basic rationale of
the EU2020S.

Europe 2020 puts forward three mutually reinfor-
cing priorities:

— Smart growth: developing an economy based
on knowledge and innovation.

— Sustainable growth: promoting a more resource
efficient, greener and more competitive economy.
— Inclusive growth: fostering a high-employment
economy delivering social and territorial cohesi-
on.
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8.2 Smart, sustainable and inclusive growth

8 headline targets

were set up in the EU2020S, five socio-econo-
mic and three environmental
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The EU2020Strategy has a meaningful subtitle
“a strategy for smart, sustainable and inclusive
growth”. The smart approach is at the heart of the
strategy. Smart growth means developing an eco-
nomy based on knowledge and innovation, R&D
facilitation, innovation itself and digital society.
Such a combination of hotspot fields is the driver
of the EU’s future growth and it is planned to
positively contribute to the EU economy, favou-
ring higher productivity and increasing its global
market share.

The EU2020S underlines the essential role of
research and development (R&D) promoting job
creation and growth. R&D is the creative work
undertaken on a systematic basis in order to
increase the stock of knowledge and the use

of this stock to devise new applications. The
general indicator which is applied in this respect
is the share of GDP expended on R&D, com-
monly known with the acronym GERD (general
expenditure on R&D). This measure primarily
expresses the regional resources connected to
R&D. It includes public and private expenditures;
in general. The private one is more significant,
but public sector plays a crucial role, notably by
supporting fundamental research, and spatially
significant, in those regions that do not have a
solid private sector in R&D. The EU2020 Strategy
sets the headline target of bringing GERD to 3%
of GDP by 2020. In parallel with this, each nation
has defined their own target values.

Specific regions need to progress to meet or
exceed their agreed national targets on the
percentage of investment in R&D. Some coun-
tries have set their national target identical to the
EU. Others were more ambitious by targeting
over 3%, being clearly the leaders in this res-
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pect by aiming to perform beyond the required.
However, most of the countries have set targets
below the EU headline and that makes Europe
quite heterogeneous as it is very dependent on
national decisions. Significantly, the official overall
estimations of the EC state that, by amalgama-
ting current national targets, EU’s aim will not be
achieved and that is quite worrying in terms of
global competition.

Education is future. This phrase is often more
important than it looks like. This crucial idea was
rapidly taken up by the EU as a key of prosperity,
thus also became an important indicator in the
EU 2020 strategy. EU2020 educational targets
both related smart and inclusive growth. EU
education system has major weaknesses that
have to be managed. Indeed, the problems seem
to be present at all educational levels, but the
EU2020 Strategy focuses more on tertiary edu-
cation because of its obvious connections with
the economy, growth, research, innovation and
competitiveness.

The headline target set for tertiary level of edu-
cation is to increase the share of population with
tertiary education to at least 40%.

86 out of 311 considered regions already attain
this target. Most of them are located in Western
Europe, but in a scattered pattern. In general,
Northern Periphery countries, North-West regions
scores particularly well, over the EU target or the-
reabouts. Surprisingly outperforming economies
such as Germany or Austria and a typically Wes-
tern country like Italy score very lowlyand their
regions are generally quite far away from the EU
target. In case of Germany and Austria that might
be related with its educational system. Urban and



metropolitan regions tend to score better than
rural. The above regions sharply contrast with the
very low rates of several regions in Europe, es-
pecially Eastern, but also including Portugal and,
as above mentioned, Italy, Germany and Austria.
Beyond the national specificities of these latter
countries, the general pattern for South-East
Europe (plus Portugal and Turkey) might be the
reliance on agricultural production and tourism. In
the case of the old Eastern bloc, based on heavy
manufacturing, appears to be a key element for
understanding lower rates of tertiary education
attainment.

Besides the tertiary education it is important to
pay attention to compulsory level of education.
The headline target of the strategy set for com-
pulsory level of education is to reduce the pro-
portion of early school leavers to less than 10%.
Drop-out rate varies among European territories.
Contrarily to most of the maps related to EU2020
targets, the pattern in this case “favours” some
Eastern Europe countries. In addition, some regi-
ons on the Western side are also doing well (e.g.
Austria, or Belgium). This East/West divide where
the Eastern regions tend to score better is not
only attributable to cultural and historical reasons,
but also to the importance of the policies in place.

EU2020S targets on inclusive growth deals with
employment creation, skills and labour market
reform, furthermore, the reduction of poverty

and social exclusion. The profound ambition is
to increase employment rate and the quality of
jobs, especially for those collectives particularly
in trouble (women, young people, migrants, older
workers, etc.), thus maintaining social cohesion.
Employment intends to raise the European
economy, to reduce poverty and exclusion, and
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to address the cost of ageing through the pension
system in several countries. The commitment

to the headline target of an employment rate of
75% for the 20-64 year-old age group by 2020 is
ambitious, but it is critical for the sustainability of
Europe’s social model, welfare, growth and public
finances. Fighting against poverty is the main
contribution of the EU2020S in the direction of
inclusive growth, which basically means growing
has to spread to all society and that excluding
people in this process is not acceptable. The
target, EU2020S set up, is to reduce the number
of people at risk of poverty or social exclusion

at least by 20 million by 2020. This is the only
headline target expressed not as percentage,

but a global figure. In 2010 there were more than
115 million people officially considered poor,
corresponding to 23.5% of total population, and
the reduction of at least 20 million might mean
moving below 19.5%.

Poverty has a very clear spatial dimension that
cannot be omitted from the EU2020S, and that lo-
gically has clear links with the long-term cohesion
policy of the EU, when applicable.

The third pillar of the EU2020 Strategy is sustai-
nable growth, which attempts to develop a gree-
ner economy. Taking into account that a greener
economy must be necessarily resource efficient
is quoted that this economy might be especially
focused on green technologies that allow for
combating climate change and tending to achieve
better energy efficiency. In addition, it is evident
that resource efficiency is substantial for financial
savings, it has obvious security and geopolitical
implications that are repeatedly quoted therein
(i.e. the need to reduce dependency on non-EU
countries) and it has the potential to create jobs
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in this sector; for all these reasons there are con-
nections between resource efficiency and econo-
mic competitiveness. In fact, resource efficiency
is significant for environment, but it also carries
current and potentially strong economic value.
The three environmental related targets of the
EU2020 Strategy focus energy efficiency and
GHG emission.

Related to this, one of the basic strategies is to
develop renewable sources for all the motivations
that have been mentioned: decrease of interna-
tional energy dependency, reduction of green-
house gas emissions, technology and research
development, job niche growth, etc. Indeed, one
of the headline targets is on renewable sources,
particularly in the share of renewable energy in
gross final energy consumption, which should
reach 20% in 2020.

Scandinavian and Baltic countries (except Lithua-
nia) are the most sustainable in energy consump-
tion. Above the EU target, there are another three
states in different parts of the continent (Austria,
Portugal and Romania). The remaining countries
are under the EU2020S headline target, with
extreme situations in is island-states and in small
countries, as well as the UK. Regarding national
targets it can be said that the pattern expresses
heterogeneous geographical endowments, but
also depend on the ambitions of their respective
policies. Consequently the countries which are in
a worse situation are not necessarily those which
have committed themselves to perform more.

In contrast, the countries which have committed
less are typically those which are already having
a higher share of renewable energy and are con-
veniently above the 20% target..

The EU2020S proposes another specific head-
line target on energy which related to the energy
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intensity of the economy.

Regarding energy efficiency there is a great
divide between the Eastern countries which were
socialist economies prior to 1989 and the other
longstanding capitalist countries.

Concerning the national targets on energy ef-
ficiency, the pattern is politically sensitive in the
sense that it depends on governmental decisi-
ons. Importantly, the European Commission has
stated in the reports on the EU2020S progress
that member states have taken limited owner-
ship of this target (indeed, some of them do not
provide their national targets) and that targets set
by countries are worrying as they are completely
below expectations (i.e. some countries set tar-
gets under 10% while the EU target is to reduce
20%).

Finally the third environmentally target is on re-
ducing 20% of greenhouse gas (GHG) emissions
by 2020 compared to 1990, including a possible
reduction until 30% if the conditions are right.
This intention is consistent with the rationale of
the EU20208S, stating that the economy achieving
positive growth has to be based, as far as possib-
le, on a low-carbon basis.

On the one hand, it is clear in the EU2020S that
GHG reduction is not only an aim with an environ-
mental rationale, but also it has a clear socio-
economic dimension in the sense that there are
increasing possibilities for new technologies and
it also gives a boost for new jobs related to the
development of such a sector. On the other hand
reduction of GHG emissions is a critical issue
reacting against the fact that climate change is
becoming stronger due to human impact and that
GHG are artificially generated.
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Territorial cohesion

1 1 out of the 15 examined indicators

evinced conversion.
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Territorial cohesion has been a priority in the ES-
PON research framework from the beginning.

In polycentric perspective cohesion policy put

the focus on the potential of major inter-connec-
ted economic centres, seen as urban drivers
supporting smart growth and leading to more
balanced territorial development through positive
diffusion effects. A more inclusive understanding
of territorial cohesion points out fair access to
services and knowledge through appropriate
infrastructures, stating that everyone should have
the same development opportunities no matter
where he lives. Thus, territorial cohesion can

be considered as the territorial dimension of the
European social model, taking into account socio-
economic disparities at all levels and strengthe-
ning both solidarity and competitiveness. Helping
specific territories identified in article 174 of TFEU
(Treaty on the Functioning of the European Uni-
on) belongs to the same tendency, since territorial
cohesion in this sense means to enable every
territory to find out its own path of development,
thanks to its comparative advantages.

A significant characteristic of territorial cohesion
as a policy objective is that it is a harmoniza-

tion of different development paradigms, such

as regional competitiveness, convergence and
sustainability.

According to the results of the ESPON re-
searches there is no general trend towards
convergence in all territories. Convergence
trends over the past decade were strongest for
the objective of so called “strong local economies
ensuring global competitiveness”; however, dis-
parities are still medium and high. For GDP/capi-
ta, there is a slight trends towards convergence
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for remote areas, but departing from very strong
disparities, while the disparities between urban
regions or region close to cities remain stable. La-
bour productivity is the only indicator that shows
a remarkable trend towards more convergence,
but the data covers only national levels. Indica-
tors for measuring “innovative territories” perform
heterogeneously, with tertiary education show-
ing convergence trend, while for employment
disparities even increased. Indicators under the
objective “fair access to services, markets and
job” still show the highest existing disparities over
all indicators. Only accessibility potential by road
and air indicator slight trends towards cohesion,
while for the accessibility potential by rail in con-
trary existing gaps seem to become permanent.
Indicators on “inclusion and quality of life” yield
the smallest existing disparities for demographic
aspects, but these small differences are stable
over time. Life expectancy at birth remained
almost stable and the general range of values is
rather small, but variations among countries are
completely different. For the other more socio-
economic indicators; disparities are medium to
very high, with generally clear trends towards
cohesion. There is a clear divide between old and
new EU Member States for the indicator Dis-
posable household income; however, countries
with the highest disposable income have also the
highest disparities among their regions

Territorial cohesion is a very rich concept, foste-
ring a lot of theoretical reflexions while in constant
redefinition by the political framework. Indeed,

its inherent multidimensionality adds difficulties

to the understanding of the concept of territorial
cohesion.
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Territorial diversity

47% of the ESPON is covered by

areas with geographic specificities, and
home approximately 30% of its population.
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Regions with specific territorial features have
received increasing attention in recent years,
most notably in article 174 of the Treaty on the
Functioning of the European Union (TFEU) and
the Green Paper on Territorial Cohesion. These
key policy documents among others identify
island, mountains and sparsely populated regions
—in two ways: as having particular challenges,
and as having particular assets, many of benefit
to Europe as a whole.

Contrarily environment in some former re-
searches is often seen as an intrinsic natural
quality rather than a potential for grounding pre-
sent and future economic activities. Moreover, the
natural space is often defined as a remainder of
the artificial or built-up space: the natural quality
is defined as a “default setting” rather than as an
asset per se

Taking advantage of the specific attributes of
specific areas may require both permanent
compensatory measures that address structural
and permanent imbalances and focused “one-off
interventions” that focus on specific situations.
However, this principle has different implica-

tions depending on the type of categories. A key
point, however, is that such strategies should be
designed at the level not of NUTS 2 or NUTS 3
regions, but of individual islands or valleys, and of
functional regions. In this term territorial coopera-
tion is fundamental for specific areas. Geographic
specificities do not stop at borders. When con-
sidering the integration of these territories, it is
necessary to take into account cross-border and
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transnational interactions and interdependencies

The natural capital of these specific areas is one
of their main assets, this can be an opportunity
in economic terms, as it either attracts residents
(and visitors), or provides opportunities for the
exploitation of resources, thus contributing to
generating income for the area. Furthermore
these areas provide vital ecosystem services to
the European continent.

With the exception of SPAs, these specific areas
tend to be characterised by higher levels of
biodiversity and areal proportions of protected
areas than the European average — particularly
mountains, and islands.

Finally one general characteristic of the specific
areas is that they are associated with high levels
of renewable energy resources. Hydropower is an
important opportunity in mountain areas; offshore
wind, wave and tidal energies can be exploited
from islands; SPAs often offer resources for bio-
mass energy generation.

Much of the debate and studies on the areas

with geographic specificities is often limited to

the identification of structural constraints and
development obstacles. Although the tangible
natural assets of a region are often well known

to the researcher and stakeholder communities,
the strategies that would make it possible to fully
exploiting these territorial potentials often remain
to be defined.

Further progress should be made in moving away
from viewing geographic specificities as “handi-
caps” and towards recognizing their assets.



Regions of geographic specificities
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Sustainable environmental development

1 5 3 8 Mtoe was the primary

energyconsumption of the EU in 2011,
while EU2020 energy targets aim to reduce
it to 1474 Mtoe.

Renewable energy potential

Wind energy potentential (m/s), 2005 l"-
| ‘

]
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Solar energy potentential (kWh), 2005

<800 800-1000 no data

1000-1200 >1200
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At the moment there is no data available for
this diagram.

Graphic 2.5 Planned European electricity
production according to national renewable

energy action plans. Source: JCR, 2011
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In the sense given by the EU2020S primarily en-
visages that the European economy maintains its
leadership in the world and its competitiveness,
especially through the delivery of new proces-
ses and technologies. In the documentation it

is quoted that this economy might be especially
focused on green technologies that allow for
combating climate change (by means of low-car-
bon technologies) and tending to achieve energy
efficiency. The EU2020S acknowledges that such
an approach will prevent environmental degrada-
tion, biodiversity loss and unsustainable use of
resources. In addition, it is evident that resource
efficiency is substantial for financial savings for
companies, the public and governments, it has
obvious security and geopolitical implications
that are repeatedly quoted therein and it has the
potential to create jobs in this sector; for all these
reasons there are connections between resource
efficiency and economic competitiveness. In fact,
resource efficiency is significant for environment,
but it also carries current and potentially strong
economic value.

In terms of energy, one of the basic strategies is
to develop renewable sources for all the moti-
vations that have been mentioned: decrease

of international energy dependency, reduction

of greenhouse gas emissions, technology and
research development, job niche growth, etc. one
of the headline targets of the EU2020S is on re-
newable sources development, particularly in the
share of renewable energy in gross final energy
consumption, which should reach 20% in 2020.
The EU2020S itself proposes another specific
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headline target on energy which is energy intensi-
ty of the economy

The so called “green economy” is a political
rather than a scientific concept. It is defined by
the Rio+20 conference 2012 in its final document
According to the “The future we want” UN docu-
ment: The green economy — “in the context of
poverty eradication and sustainable development”
— “should contribute to eradicating poverty as well
as sustained economic growth, enhancing social
inclusion, improving human welfare and creating
opportunities for employment and decent work
for all, while maintaining the healthy functioning
of the Earth’s ecosystems”. Measuring regional
green economic performance is closely related

to the state of the core features of the green
economy, namely the environmental sphere, the
social sphere, the territorial sphere, the economic
sphere and the econospher. On the other hand it
is determined by the characteristic of the econo-
mic sectors as well.

The green economy potential based on the so
called green economy factors such as access to
technologies, territorial assets and physical condi-
tions Human resources, knowledge and skills etc.
According to the result of the combined as-
sessment of green economy performance and
potential, both of them seem to be higher in the
Pentagon, Nordic countries, some regions of
British Isles, and some specific NUTS2 regions
located in Mediterranean countries. Contrarily
the performance and potential are low in Eastern
Europe, in the Balkans and in most region of the
Iberian Peninsula.
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Europe 2020 Strategy, issued by the European
Commission in 2010 constitutes a growth scheme
for the decade 2010-2020 aiming to help the EU
to recover from the recent crisis through the so-
called smart, sustainable and inclusive dimensi-
ons of growth.

Smart, sustainable and inclusive growth, envisa-
ged through the EU2020S may have catching- up
to do, not only in terms of time but also in terms
of space. In relation to the temporal dimension,
some of the headline targets are scarcely going
to be achieved in a notable number of regions or
member states, and indeed the national targets
are in general too lenient in the sense that they
do not guarantee that the EU2020S overall aims
are surely attained. The EC has adumbrated in
late 2011 that not all the regions can or should
reach the EU2020S targets that have been set.
In practice the current gap in a large number of
regions means that the EU2020S implementa-
tion must be further facilitated and speeded-up
by 2020 in the EU as a whole. In relation to the
spatial dimension, ESPON researches has de-
monstrated how smart, sustainable and inclusive
dimensions of growth are territorially uneven and
dissimilarities across the European space are
noticeable and, with regard to several variables,
dramatic. This spatial knowledge shall be essen-
tially utilized in order to reach a more complete
success.

Regarding cohesion territorial objectives, a num-
ber of so-called ,top indicators” were selected
and assessed in ESPON researches. According
to the results of the assessment there is no
general trend towards convergence in all ESPON
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Territorial challanges and opportunities - territorial synopsis

territories. Territorial objective of “Strong local
economies ensuring global competitiveness”
convergence were strong however, disparities are
still living factor that must be handled. Regarding
the objective of “inclusion and quality of life”
disparities were small but existing differences are
stable over time.

Regional development policies has adaptation to
global challenges, such as depletion of resources
and climate change, by choosing a development
direction that is not as resource-intensive and is
thus more sustainable. Having in mind that the
sectors studied are likely to remain a backbone
of the EU economies, a greening process seems
largely inevitable. At the same time, it is difficult
to estimate whether greening is occurring fast
enough to be able to effectively address such cur-
rent and future challenges.

Current greening performance, however, differs
significantly across the EU Member States.
Besides geographical preconditions, differences
in prosperity levels among the countries and
regions have a strong impact on penetration of
the green solutions. It is highly influenced by

the environmental, economic, cultural and other
factors. Developing countries are often struggling
with fundamental shortcomings and tend to focus
on more urgent development problems. In gene-
ral, the old Member States tend to have a better
performance of the green economy sectors, in
comparison to the new Member States.
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As a main scope of the EU, it always moves
further and further in strenghtneing cooperation
between member and non-member suvereign
states .

Completion of EU’s integration plays a crucial role
in protecting and ensuring the stability of demo-
cracy in the European continent. Despite the eco-
nomic crisis EU has been insisted on strengthe-
ning of closer integration. Over the 2007-2013
period, the number of European Union member
states has increased up to 28. In parallel, the
ESPON program is also covering the territories
of 32 European countries (the 28 EU Member
States plus Iceland, Liechtenstein, Norway, Swit-
zerland). 18 countries coordinate their national
economic policies by adopting the euro as their
currency. The former member states -have joined
before 2004- are almost all on the highest level
of integration connected to the Schengen zone
and a member of the Euro zone as well. Over the
past decade, some of new members joined to

the Euro zone too. Totally, more than 333 million
EU Citizens euro as their currency and enjoy its
benefits now.

The economic growth and stimulating of the em-
ployment is a strategic priority for the European
Union and the Member States, as well as part of
the Lisbon Strategy. The European Union applies
common policies for all sectors of the European
economy. The common EU policies cover all
sectors of the economy include the long establis-
hed common agricultural policy and competition
policy-created by the foundation of the European
Communities-, and the later established policies
including environmental and cohesion policy and
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9. Governance, Territorial Cooperation and EU Policies

the internal market.

The EU may be one of the wealthiest region of
the world, but there are large territorial disparities
between member states and inside individual
countries. The wealthiest country, Luxembourg, is
more than seven times richer than Romania and
Bulgaria, the poorest and newest EU members.
The regional policy of the EU expresses directly
the solidarity with the less developed countries
and regions. The aim is to reduce the significant
economic, social and territorial disparities that still
exist between regions in Europe. However other
policies also have an impact on the development
of certain regions, the competitiveness of the
evolution of the labor market indirectly. The EU
directives and policies have varying effects in the
developed and underdeveloped regions, or in
new and old Member States.

The stronger regional integration of the continent
is served by different types of territorial coope-
ration; twin cities, cross-border, transnational

and interregional co-operations. The European
Territorial co-operation plays a determinative role
in developing of a European space, and also

a cornerstone of integration. With democratic
governance, it clearly represents a real European
added value, and contributes to the borders
should not be a barrier. As a result Europeans are
closer to each other than ever, and helping solve
the common problems, exchange of ideas and
promote strategic work towards common goals.
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Territorial dimensions of different policies

37 = 1 % of EU regions
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It has long been recognised that sector policies
have territorial impacts, thus policy impact as-
sessment plays a key role in EU policy design
and implementation. ESPON put remarkable ef-
fort to reveal its necessity in measuring territorial
and regional effects of EU sectoral policies and
directives already came into force across Euro-
pe. Cross-cutting importance if this issue is not
an unknown phenomenon for decision makers on
different policy debate, it was already introduced
during the preparation of the European Spatial
Development Perspective (1995-1999). European
Commission has started utilizing it from 2002, and
later put major effort to further develop it.

Impact assessment may provide detailed evi-
dence for decision makers regarding advantages
and disadvantages of a policy choice or approach.
Furthermore It can give a precise recommendation
on what level of territorial units must the policy be
applied, or explains why actions should be imme-
diately performed, and why the proposed respon-
se is appropriate. In some cases the results can
lead experts, stakeholders and decision makers
towards skipping a new policy due to its irrelevant
or inefficient effect influence on Europe.

The ESPON Programme has continually strived
to bridge the gap between scientific theory and
evidence. As a consequence, it took up the role
of analysing and assessing the agricultural and
transport policy from a closer look.

Transport policy aims among others to connect the

continent between East and West, North and Sou-
th and to promote the economic growth.
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Transport policies has a generalized positive im-
pact throughout Europe, thanks to a sufficiently
spread out new infrastructure provision and to pro-
cesses of growth diffusion. In some areas provisi-
on will represent quantum jumps with respect to
previous accessibility conditions; moreover, these
increases will be highly desirable given the lagging
conditions of these areas in economic terms. It
looks relevant to highlight the emerging reality of a
new central European macro-area, encompassing
southern Poland, Czech Republic, eastern Austria
and western Slovakia and Hungary.

The Common Agricultural Policy CAP is structured
in two pillars:

. Pillar 1 supporting farm incomes through
direct payments to farmers and market support
measures and

. Pillar 2 supporting agri-environment and
rural development objectives

On the one hand agricultural policy has a negati-
ve impact on regional GDP due to the decrease
in income transfers to farmers, except for those
regions which are highly performing in catching
Pillar 2 resources. On the other hand it has po-
sitive impact among others on tourism, which is
regarded as an important and appropriate activity
in rural areas. It is connected to agricultural po-
licy which, through influencing land management
practices, affects the infrastructure such as lands-
cape, which supports tourism. In this context, the
diversification by farmers of their activities (e.g.
into tourism) can also be regarded as an indirect
indicator of innovation or entrepreneurship.
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Territorial cooperation towards the long term objectives of territorial cohesion

up to 2 0 % of communes

have twinning city agreements. The less-de-

veloped regions show a greater propensity to
engage in twinning city territorial cooperation
than well-developed regions
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Territorial co-operation is commonly described

as an important factor of economic development.
Competitiveness and territorial integration has
been proven to be successful in reduction of
negative border effects between the old and new
member states of the European Union. However
a successful territorial co-operation is not always
unequivocal as it is predicted to do so. Policies
and interventions are often fail to bring definite
results and answers, even so the promising signs
are clearly visible on European level. Salient
examples bring the highest, joint socio-economic
development to the co-operating territorial units.
Recent researches highlight the fact that territorial
co-operation have the greatest influence on qua-
lity of life, then on quality of natural environment
and service provision, rather than on economic
growth and job creation. All these revelations
lead policy makers to revise their approaches in
co-operation. They are, and they will be more and
more often focusing on its additional effects which
also give essential but sometimes invisible posi-
tive contribution to on various flows and exchan-
ges that facilitate development. Among these, the
most notable impacts are on tourism, educational
exchange and social commuting. The conclusion
about success is highly correlating with simpler
forms of collaboration including exchanging expe-
rience, sharing tools to tackle common problems.

In terms of determinants of co-operation ESPON
regions are further classified in three different
groups. There are with less desirable perspective
called “economic periphery & low attractiveness”
regions included practically all of the Central and
Eastern European regions. The following type
represents a wider heterogeneity called “mixed
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characters”, and had to be strongly differentia-
ted internally. Last but definitely not least come
the regions with the best performance, these all
belong to the so called “economic core”. Digging
deeper into this category, further subtypes must
be pointed out since significant differences arise.
One of them is “direct core regions”, comprising
metropolitan areas, while the others made up

of the remaining regions of the best developed
countries, with the exception of regions classified
as “economically dependent” regions.

Territorial co-operation is so diverse that cannot
be analysed only by its core determinants. There
are other perspectives shall be taken into ac-
count. It seems quite reasonable to differentiate
them according to their prevailing co-operation ty-
pes. In the Atlas five categories have been taken
in order to demonstrate their properties efficiently;
these are namely Twinning City, Cross-border,
Interregional, Transnational and Transcontinental
co-operation.

In view of the modest economic potential,
territorial co-operation are well developed in

the “peripheral” regions, particularly in Central
and Eastern European countries but also in the
regions of southern Europe, that may come from
the willingness to transfer knowledge from the
core regions. Secondly, the “attractive” regions
are more engaged in co-operation as part of the
INTERREG programme, as this could be mani-
fested in the tourism sector, an important element
of their economic base. Thirdly, the “economically
dependent” regions are less engaged in co-ope-
ration that suggest their potential lack of funds or
point to other priorities being chosen by the local
governments. Fourthly, in the case of “metropoli-
tan” regions, a high percentage of municipalities



forming these regions are involved in co-ope-
ration, which could be facilitated by their good
transport accessibility owing to the presence of a
major international airport.

At the same time, regions situated in the main
types/macro-regions of European space assume
different forms of territorial co-operation. Regions
classified as “economic core”, largely determine
the average, and did not deviate from it in any
significant way. On the other hand, Central and
Eastern Europe are more deeply involved in
twining city co-operation, given particularly their
relatively small economic potential. Conversely,
the regions of the peripheral countries of sou-
thern Europe are more interested in co-opera-
tions reaching beyond the ESPON area and in
co-operation funded as part of the INTERREG
programme, whereas the economically depen-
dent regions were not significantly involved in
such co-operation, which was not pursued on any
intensive scale and had relatively the smallest
spatial extent.

The INTERREG program represents a broader,
and from economical aspect, a significantly de-
termining type of territorial co-operation, and as

a result of this, ESPON regions are notably more
diverse in this light. Interregional co-operation
involves non-contiguous regions across the
whole territory of EU. Activities take place as part
of ERFD funded projects. Particular programmes
are quite diverse, both in terms of the number of
implemented INTERREG projects and the num-
ber of partners, but also the number of NUTS2 re-
gions the partners came from. Also diversified are
the relative measures characterizing the program-
mes, such as the average number of partners per
project, and the number of projects per region in

which projects within a given programme were
being implemented.

Generally, more INTERREG projects are located
in the peripheral rather than the central part of
the ESPON area. Looking at INTERREG 11IB the
Baltic Sea Region programme depicts the highest
activity according to the number of project part-
ners. A large number of projects are also typical
for regions located in the Mediterranean or the
Atlantic Ocean region — in their case the projects
were implemented within more than one program-
me. In case of some countries — e.g. Germany
and Poland — there are significant territorial
disparities. Coastal regions have higher activity
with a large number of project partners, but in the
hinterland, the number of partners implementing
projects was significantly smaller. Regions in the
seaside and Atlantic regions tend to have greater
interest in co-operation. However, in the Baltic
Sea basin this reduces relatively.

An important factor determining the European
transnational co-operation space is the location
of project leaders. They have decisive influence
on the subject of projects, with higher level of
finance and greater extent of coordination works.
The fact is also important that the project leader
has a large freedom in selecting partners. In this
point of you it is an important to analyse the spati-
al pattern of lead partners. In the INTERREG IIIB
and IVB projects small number of leaders coming
from new member states, i.e. from EU12. This
confirms the predominance of co-operation within
this initiative by partners from old EU countries,
which are additionally concentrated in only some
regions. This situation results probably from less
experience in implementation of projects of enti-
ties from the new member states.

Territorial cooperation in different types of regions
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intensity of cooperation
Hubs of cooperation
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administrative divisions)
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the ESPON area average)
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Interreg and EGTC regions

Regions by INTERREG IVB programmes
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In order to better understand the spatial diversi-
ty, it is also worth looking at the relative data of
comparing number of project partners with the
population of regions allow us to analyse the
intensity of involvement in co-operation within re-
gions. The highest values are dominant in regions
with large number of projects, but also those with
small population e.g. the Scandinavian regions in
the spatial peripheries. In the continental centres,
i.e. the so called Pentagon region reflects relative
small activity in project implementation. Similar
image becomes visible when we project the
number of INTERREG projects on the regional
GDP. The relatively under developed Central and
Eastern European regions or the Iberian Peninsu-
la represent a stronger position.

In terms of new opportunities in co-operation,

the European Union created an opportunity for
members to establish EGTCs, bodies with legal
personality. Thus, the European Grouping of
Territorial Co-operation (EGTC) is a co-operation
instrument at the community level established for
the creation of cooperative groups in Community
territory, invested with legal personality, in order
to overcome the obstacles hindering territorial co-
operation. As a key property, most of the EGTC
regions take part in cross-border co-operation,
but many countries are also involved in network-
type EGTCs. The largest countries and some
new members (Hungary, Estonia, or Slovakia)
have reached so far the highest level of activity in
EGTCs.

Territorial Agenda 2020 states that ‘The co-ope-
ration and networking of cities could contribute
to smart development of city-regions at varying
scales in the long run’. Main scopes of twinning
cities’ co-operation are the following; exchanging
experience, advising to solve similar problems,
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sharing tools to tackle a common problem and
common actions to solve local problems.

Number of twinning cities agreements depends
on the size of the country, and in particular on the
number of communes (cities) that can enter into
such agreements. In the majority of European
regions only a small percentage of communes
have twinning cities agreements. The most active
administrative units concerning twinning cities are
located in Scandinavian and Benelux countries.
Generally speaking twinning city co-operation is
mostly privileged by large cities; the scattered
municipalities have less opportunity to take their
part. Comparing the number of twinning cities
agreements to the regional GDP, a high relative
share of underdeveloped countries from Central
and Eastern Europe can be observed due to the
high number of co-operation and relatively low
regional GDP.

Regions from the periphery (e.g. United Kingdom,
or Greece) cooperate with cities over a substanti-
al distance, and some Central European regions
choose partners in shorter distance. Basically
twinning cities are more active with their closest
neighbours, but historical and cultural factors are
also determinant. Greater involvement in co-ope-
ration outside ESPON space is more typical in
regions from the peripheries of Europe. Twinning
cities with communes and cities of United States
are significantly more frequent in the west of the
continent; particularly noticeable is the involve-
ment of Irish local governments’ co-operation with
communes and cities in the USA. Latin America,
Spain, Portugal are particularly active, which
reveals the importance of cultural roots, and com-
mon history. In case of co-operation with Russia
and Ukraine, not only the cultural, but also the
spatial closeness is the determinant factors.
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Over the past 10 years, the most important wave
of enlargement of the European Union resul-

ted an increase by 13 new member states the
number of members by 13 countries. The spatial
expansion produced financial and social inclusion
with all the advantages of more open borders.

Old and new member states are in different
position according to their level of development,
and geographical location, which determines

the opportunities of territorial cooperation or the
effects of different policies on them. In regional
cooperation new member states are sometimes
proved to be more active compared to older ones
in spite of their lagging in some important field.

It is also increased by the fact that they have
accumulated experience in pre-accession funds.
This is clearly reflected in the facts that relatively
large number of partners from these countries

is involved in INTERREG programs that are not
necessarily undertaking a leading role yet, but
learn faster than it was believed earlier.

In new member states with relatively small area
relative large number of region affected by the
border situation, and the links also strengthened
due to the ethnic minorities in the neighbouring
countries.

Other characteristic of the new member states in
Eastern Europe is the great number of twinning
city partnerships, although these are the lowest
in the level of intensity at territorial co-operation.
However the old members of the EU core areas
could play a greater role in territorial cooperation
compared to their economic development.

As a consequence of different levels in deve-
lopment, certain policies have distinct role and
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impact on countries and regions of the continent.
The CAP as one of the most determinative policy
reaches a relatively modest impact on economic
growth in the majority of regions. However, its
alternative effects can be observed significantly
on environment quality. Mainly positive outcomes
are visible in southern and western European
regions, with strong country effects due to the
national management of funds allocation among
axes of Pillar 2, but the lowest impacts are visible
on New Member Countries.

Policies of transport achieve greater impact
especially in the economically and infrastructural
developing regions (more impacts will show up in
Eastern Countries) and in some northern periphe-
ral region.

In the future extension of integration requires
further strengthening of the EU’s role in policy-
making. Although, the enlargement increases the
heterogeneity of the union, it becomes more and
more important to discover and analyse the terri-
torial impact of policies and directives in order to
focus more accurately on their different territorial
impacts.

Strengthening of integration enhances territorial
co-operation directly. The member states have
different activity in certain intensity of coopera-
tion. In order to draw in the less active partners
into the circulation, actively participating partners
have to share their experiences especially among
them. In some cases economic underdevelop-
ment hook up with border situation that may
jointly result in peripheral status, thus territorial
co-operation shall contribute to the convergence
of these regions, to ensure the strengthening of
European cohesion.
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Working in the ESPON 2013 Programme

392 Participation in ESPON-projects
projectpartner

6 6 projects

Size of symbols proportional
to the number of participation
in ESPON-projects

Source ESPON CU - List of Beneficiaries
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Partner in ESPON 2013 projects
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