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FOREWORD

The European Union has since 2000 implemented
the Lisbon Strategy aiming at boosting European com-
petitiveness and making Europe the world’s leading
knowledge-economy by 2010, based on the principle
of sustainable development. Due to this fact R&D,
education and climate change have been high on the
political agenda in every European Member State.

In the meanwhile, the global economic downturn has
emphasized a focus on growth and employment in
the Lisbon Strategy context, and made responses to
Europe’s major challenges — accelerating globalisa-
tion, climate change and ageing population — even
more urgent.

The EU has consequently adopted a new global strat-
egy for the period beyond 2010, the so called Europe
2020 Strategy, a successor to the Lisbon Strategy fo-
cused on “smart, sustainable and inclusive growth”.
This new common agenda shall help the EU to recov-
er from the crisis and to achieve high levels of employ-
ment and productivity as well as social and territorial
cohesion, where knowledge and innovation are the key
factors.

This ESPON Territorial Observation No.3 intends to
give policy makers and practitioners short and con-
cise information on territorial dimensions of these
strategies by comparing the position of regions around
Europe. Benchmarking European regions support the
understanding of their territorial potentials and dy-
namics. It gives as well insight of the regional diver-
isity in economic performance related to the Lisbon/
Europe 2020 Strategy.

The content and maps included in this publication in-
cludes results from an ESPON project! providing most
recent data for 2001-2006 on seven regionalised Lis-
bon short list of indicators. The indicators and derived
trends cover all 27 EU Member States plus Iceland,
Liechtenstein, Norway and Switzerland. In provid-
ing comparable regional information across Europe,
NUTS 2 regions have been chosen.

Please note that the latest data available for most of
the indicators analysed display the situation in 2006.
Consequently, the majority of maps presented can not
reflect effects of the recent global economic downturn.

The ESPON 2013 Programme will continue observing
territorial trends and dynamics in Europe. Looking into
economic, social and environmental developments
will contribute to better understand Europe’s territo-
rial diversity at different geographical levels and lead
towards an integrated long-term better use of territorial
potentials.

The underlying report and data are available at
www.espon.eu

1 ESPON (2009), “Update on maps and related data on economic
Lisbon indicators”, elaborated by Tomas Hanell, Eurofutures,
Finland.
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1 — Territorial Dynamics related to the Lisbon/Europe 2020 Strategy

What should policy makers be aware of and consider?

The European Union has set a strategic goal for this
decade “of becoming the most competitive and dy-
namic knowledge-based economy in the world capa-
ble of sustainable economic growth with more and
better jobs and greater social cohesion”.

In order to measure the progress of this strategy a set
of indicators has been agreed. The indicators cover
the five domains of employment, innovation and re-
search, economic reform, social cohesion, the envi-
ronment as well as general economic background.

The Lisbon Strategy objectives remain important for
Europe regardless the fact that the original goals set
for 2010 will not be fully met, also due to the global
economic downturn starting in 2007.

Regions and cities play a major role in contributing to
the fulfilment of the strategy. The strategy therefore
has a clear territorial dimension where the diversity of
dynamics and potentials of each region and city will
define their contribution. Subsequently, monitoring of
the territorial aspects related to the strategic goals as
well as the policy responses from regions and cities is
as essential as ever.

In 2004, the Commission suggested a “short list” of 14
structural indicators, allowing for a “concise presenta-
tion and a better assessment of achievements over
time vis-a-vis the Lisbon agenda” which the European
Council agreed. Of these 14 indicators only the indica-
tor, “dispersion of regional employment rates” by defi-
nition incorporates a territorial dimension. However,
the other indicators also display a territorial diversity.

The rate of unemployment is a key indicator from the
Lisbon strategy when measuring economic perfor-
mance. It is highly correlated with other key economic
indicators, such as GDP per capita.

Research and Development spending is another key
indicator telling more about the current level of knowl-
edge driven support and innovation as well as the
investment in a future knowledge based economy.

ESPON has established a composite benchmark in-
dex including 7 of the 14 Lisbon indicators in a region-
alised analysis of the economic Lisbon performance.
The index combines these regional indicators into an
index which basically show the capability of individual
European regions in improving their economic com-
petitiveness related to the objectives.

e The European Union clearly has regions that are
better equipped than others in terms of economic
Lisbon performance. And different potential
exists.

e Stimulating improvements in the competitive-
ness of currently underperforming regions and
places may support a better balanced territory at
regional, national and/or European scale.

“Europe 2020” being the successor of the Lisbon
Strategy builds on its achievements. It intends to iden-
tify sources of growth that could response to Europe’s
main challenges and “turn the EU into a smart, sus-
tainable and inclusive enconomy”?. In the persuit
of these objectives, the European Commission has
put emphasis on five EU goals: Employment, R&D,
climate/energy, high education and social inclusion
which are being translated into national targets.

The more explicit focusing by the Europe 2020 Strat-
egy on high education and a greener economy, chal-
lenges the definition of relevant indicators that can
display the situation in regions and cities. Looking at
potential additional indicators the share of highly edu-
cated people and the comsumption of and potential
for renewable energy shall be seen as first appetizers.

e The territorial patterns in high level education
and renewable energy consumption both display
significant differences between regions.

e A significant territorial diversity of development
potentials for European regions and cities is the
starting point also for the implementation of the
Europe 2020 Strategy.

All territories possess development opportunities and
sound policy decisions at all levels require evidence,
knowledge and understanding of the position of re-
gions and cities both within Europe in order to con-
struct the necessary tailor made policy decisions.

1.1 Summary Points for Policy
Consideration

The global economic challenges and the diverse con-
ditions for European regions and cities in contributing
efficiently to the European Strategies, make it evident
to identify and mobilize the territorial capital of the in-
dividual region.

2 COM (2010) 2020, Communication from the Commission,
Europe 2020 — A strategy for smart, sustainable and inclusive
growth”.
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1 — Territorial Dynamics related to the Lisbon/Europe 2020 Strategy

In today's increasingly integrating world this will
require benchmarking of regions in their European
context, and progressively more in the international
competitive environment.

Policy makers engaged with competitiveness and
territorial cohesion at regional/local, national and/or
European level should in particular take the following
key points into consideration:

e From a European perspective, territorial patterns
emerge with strengthened positions of regions in
the West and North compared to the East and
South of Europe, and with better potentials in
core regions than in more peripheral ones.

e The best educated labour force can be found in
Northern Europe and in large European cities.

e However, only 19 out of 287 NUTS 2 regions met
the European target of 3% for R&D expenditure.

e |n 2001-2006, 4 out of 10 regions decreased
their economic Lisbon performance. They are
mainly located in Eastern Europe and in pe-
ripheral areas in Southern Europe, in particular
Portugal, Italy, Greece and Cyprus.

e Current trends show that disadvantaged regions
seem to loose ground in terms of competitive-
ness.

e Within EU Member States, territorial dynamics
2001-2006 have increased the regional dis-
parities within many countries. Capital city
regions have in general gained a more favourable
position compared to other regions within the
same country.

e The global economic downturn have in 2010
resulted in particular high unemployment rates
in southern Spain and southern ltaly and in many

regions in countries with external borders to-
wards the Eastern neighbours.

e |n realising the Lisbon/Europe 2020 Strategy, all
regions have their part to play, especially those
where the potential for higher productivity and
employment is greatest. Many regions show
good potentials for contributing to the Lisbon/
Europe 2020 Strategy, but not all.

e Qverall, European trends of regional economic
performance 2001-2006 have strengthened the
position of the Western, Central and Northern
parts of Europe, and enforced the role of the
Capital City Regions and more urbanised
regions.

e As contrast, Eastern and Southern parts of
Europe have in the same period been loosing
ground, in particular regions placed in the
periphery of the individual countries.

1.2 Territorial Impacts of the Global
Economic Downturn

How may the global economic downturn affect
European regions?

The global economic downturn has revealed struc-
tural weaknesses in many countries and regions of the
EU, regardless of their level of economic and social
development. The crisis has brought the growth and
convergence experienced before 2007 to a halt. In ad-
dition, fears are that the global economic downturn
also could enforce trends experienced from 2001-
2006 benefitting in particular the central and northern
parts of Europe and the largest European cities.

The crisis has a clear national component and in
some, but not all, European countries the level of

unemployment has changed dramatically. Signs of a
recovery is underway that little by little are expected
to counter the higher level of unemployment and lead
to lower unemployment rates, however this is not
expected to happen overnight.

The vulnerability of European regions in current eco-
nomic downturn is clearly unevenly distributed within
Europe. Regions are hit asymmetrically depending on
the structure of their economic base. Some sectors of
the economy are more affected by a crisis than others.
In particular regions with a high share of export-oriented
sectors face the challenge of shrinking demands.
However, also the automotive sector and tourism have
posed particular challenges and job-losses for some
regions.

It is obvious that the EU, its regions and cities are in-
creasingly influenced by developments at the global
level. Regional competitiveness and a smart, sustain-
able and inclusive growth within the European terri-
tory need accordingly, in many cases, to take stock of
competitive advantages in relation to other regions of
the World.

In moving towards a balanced development and ter-
ritorial cohesion, it becomes increasingly necessary to
built on knowledge, fact and evidence when shaping
policy responses for Europe’s success.

ESPON is looking forward to available data that can
provide comparable facts and evidence on the ter-
ritorial impact of the recent economic downturn on
European regions. ESPON will as well work on under-
standing better the position and territorial potentials of
Europe in a shifting and ever more integrated World
economy.



2 — Regional/local contributions to the Lisbon/2020 Strategy

Map 1 Regional Unemployment, 2008 Which regions are improving or weakening their
economic performance?

, What territorial patterns can be identified?
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Which trends are the most important between 2001
and 20067

2.1 Regional Unemployment in Europe

Unemployment is highly correlated with GDP per
capita making the unemployment rate an important
indicator for the economic well-being of a region.

The most recent regionalised data available for un-
ccccc employment does not show the impact of the global
s g doss 1t economic recession in European regions and its cit-
Wonttoring Committee ies. In 2008, regions with the highest unemployment
rates (above 10%) are mainly located in Southern
Spain, Southern Italy and Eastern part of Germany. In
addition, particular regions in Poland, Hungary,
Slovakia and Greece show also unemployment rates

above 10%.
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2 — Regional/local contributions to the Lisbon/2020 Strategy

From a European perspective, a diversity of regional
situations and disparities in relation to unemployment
rate exists. The largest disparities within countries can
be found in ltaly, Germany and Hungary.

When considering the evolution of the unemployment
rate since the beginning of the economic recession
in Europe, the picture is changing and reveals con-
trasted evolutions across European countries®. Some
countries, in particular Germany and Belgium, show
capacity to resist to the crisis in terms of unemploy-
ment. On the other hand, Iceland, Lithuania and Spain
registered the highest increase on unemployment.

Estimates made for 2010 based on national and avail-
able data from Eurostat indicate that the recovery
from the global economic crisis is underway and that
many regions have started experiencing a decrease in
unemployment. However, unemployment is still par-
ticular high in southern Spain and southern ltaly and
in many regions in countries with external borders to-
wards the Eastern neighbours.

3 The lack of availability of data at NUTS 2 level on this topic
does not allow for an analysis of the situation at regional level.

2.2 R&D Investment in European Regions

Expenditure on R&D as a percentage of GDP is a key
indicator to measure the innovative strength of an
economy. The Europe 2020 Strategy highlights the
important role of research and development (R & D)
and innovation in the EU to overcome the global eco-
nomic recession and to gain competitiveness in rela-
tion to the rest of the world. R&D expenditure of 3% of
the GDP is one of five headline targets in the Europe
2020 Strategy. In fact, this was already a priority in the
partnership for growth and jobs, which put science,
technology and innovation at the heart of EU national
and regional policies.

In 2007, only 19 out of 287 NUTS 2 regions met the
European target of 3% for R&D expenditure. These
include nearly all of Finland and southern Sweden as
well as seven regions in Germany, two in France and
two in Austria and one in the Netherlands. Some of
these regions are positively influenced by capital cities,
such as Paris, Vienna, Berlin, Stockholm and Helsinki.

In general, territorial patterns in R&D expenditure cor-
responds to the European urban structure and to re-
gions with high economic performance. Expenditure
is highest in the most urban parts of Europe. Regions
with a lower R & D intensity are primarily located in
Eastern Europe, in Greece as well as in the Iberian
Peninsula.



2 — Regional/local contributions to the Lisbon/2020 Strategy

Map 2 R&D Expenditure as percentage of GDP, 2006
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2.3 Trends in Economic Performance
2001-2006

The composite index on the economic Lisbon perfor-
mance highlights a considerable regional diversity,
which once again emphasise that tailor-made devel-
opment strategies and policy mixes have to be consid-
ered based on the inherent profiles and potentials of
the various European regions.

This composite indicator represents an effort to quantify
the economic achievements of the regions in Europe
in terms of the Lisbon goals. It analyses 7 of the 14
indicators of the Lisbon Strategy short list of structural
indicators that can be regionalised (NUTS 2 level).
These are: Gross Domestic Product per capita; Gross
Domestic Product per employed person; Employ-
ment rate; Employment rate of older workers; Gross
domestic expenditure on research and development
(GERD), Dispersion of regional (un)employment rates
and Long-term unemployment rate.

These seven indicators are put into a composite
Lisbon benchmark index, for which changes over time
(2000-2006) were observed. The methodology devel-
oped to build up this index is presented below.

At European level in 2006, a profound difference is
apparent between West and East Europe, where the
composite Lisbon economic performance is sub-
stantially better in regions in Western Europe. Excep-
tions to this overall pattern consist of some regions in
Portugal, Spain and Southern ltaly, all with a lower
performance. In Eastern Europe, positive exceptions
are the capital cites, in particular Prague (ahead of
Brussels and Vienna), Ljubljana, Bratislava and
Budapest.






























