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Policy relevant key findings:Policy relevant key findings:

•	 The economic and financial crisis has hit European countries and regions asymmetrically.
Some countries experienced a much higher rise in unemployment than others. Estonia, 
Lithuania, Latvia, Ireland and Slovenia all had roughly similar levels of unemployment in 
2007 (around 5%), but Slovenia has experienced nothing like the deterioration that the  
others suffered. Within countries, regions with an economy highly dependent to a particu-
lar sector or company suffered more than others.

•	 Regions less reliant on export-oriented industries and financial services seem to have
been less severely affected by the economic crisis that hit Europe in 2008. 

•	 European cities and regions are strongly integrated in the global economy. More than half
of the total global links between multi-national companies and their subsidiaries occur 
inside Europe, either inside a country or between two European countries. 

•	 The decision-making centres of many multinational companies are located in London and
Paris. Other capital cities and larger urban areas also host headquarters of multinational 
firms, as indeed do some rural regions, mainly in the core of Europe. In contrast, regions 
in Ireland, Wales, Northern England, Portugal, and Eastern Europe are dependent on 
subsidiaries of firms headquartered elsewhere. 

•	 ESPON, with its focus on five geographical scales and the functional relations between
them, provides evidence and ideas that can inform place-based actions to implement the 
economic recovery strategy set out in Europe 2020.

Europe 2020 sets out the road for economic recovery for the EU. Economic growth takes place 
in territories. The overall economic performance of Europe is the aggregate of a myriad of actions 
by firms scattered across the continent. In every case the firm will in part depend on territorial 
assets such as transport connections or the local labour force. The actions of public bodies set 
an important context for development and growth. For example, the Barca Report noted that cru-
cial decisions about urban agglomerations are often made on the basis of very limited information 
about whether agglomerations are increasing or reducing efficiency, and should be encouraged or 
constrained. These are precisely the kind of decisions where ESPON in general, and this report in 
particular, should contribute to a richer and broader understanding. They matter at European level, 
but also at national and regional and local levels. 

This ESPON Synthesis Report aims to contribute to an open process of learning and sharing. Gloss-
ing over conflicting priorities with the intention of securing consensus is a policy model likely to 
flounder at the implementation stage. With today’s tight budgets EU citizens expect value for money. 
That means territorial policy and recovery strategies need to be integrated so that they pull in the 
same direction. While the macro-economic challenges are broadly common across Europe, place-
based approaches are needed to connect and mobilise unique local assets. 
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Box I. Place-based policy making

“A place-based policy is a long-term strategy aimed at tackling persistent underutilisation of  
potential and reducing persistent social exclusion in specific places through external interven-
tions and multilevel governance. It promotes the supply of integrated goods and services tailored 
to contexts, and it triggers institutional changes. 

In a place-based policy, public interventions rely on local knowledge and are verifiable and 
submitted to scrutiny, while linkages among places are taken into account. […] this strategy is  
superior to alternative strategies that do not make explicit and accountable their territorial focus, 
or even hide it behind a screen of self-proclaimed space-blindness, fail to integrate services, and 
either assume that the State knows best or rely on the choices and guidance of a few private  
actors. The lessons of the recent crisis reinforce this argument.” Barca Report.

Sector policies and programmes that are not fully coordinated with other policy aims are an expen-
sive luxury that Europe can no longer afford. Synergies between different policies are not fortuitous 
“icing on the cake”: they are essential building blocks to a better future. ESPON results can help 
connect Europe 2020 into regional realities and hard policy choices at all scales. This report seeks 
to start that process. Others will follow as more findings of ESPON research and analyses become 
available.
 
Europe’s revised Territorial Agenda is expected to be adopted in the first half of 2011. It will set out 
up-to-date territorial priorities and seek the dialogue with sector policies. Therefore it is an impor-
tant adjunct to the Europe 2020 strategy, by defining the territorial dimensions of recovery from the 
economic downturn. ESPON findings are particularly relevant to the Member States and the Com-
mission in developing the Territorial Agenda, which aims at strengthening the cooperation amongst 
EU ministers responsible for territorial cohesion and with the EU Commission. 

The ESPON programme is a resource that can be used by policy makers at all levels. At EU level 
it provides evidence about regional development and disparities. This is an essential input to EU 
Cohesion Policy and effective use of Structural Funds. Action on territorial cohesion needs an under-
standing of Europe’s territorial structures, and in particular of the way that territorial assets can be 
mobilised, enhanced and sustained. ESPON’s research is an essential input to this process.

ESPON specialises in territorial data, research, analysis and scenarios. It supports policy making 
through applied research projects, covering 31 countries and more. It also undertakes targeted 
analysis, drilling down into detail in regions and providing concrete support on topics nominated by 
regional stakeholders. 
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Box II. The ESPON 2013 Programme

The ESPON 2013 programme was adopted by the European Commission in November 2007 
– as a programme under the European Territorial Cooperation Objective. It builds on the suc-
cessful ESPON programme that ran from 2000-2006. ESPON’s data and analysis covers all the 
EU members plus Iceland, Liechtenstein, Norway and Switzerland. Data is also compiled for the 
Western Balkans and Turkey, as far as possible. The ESPON data covers European regions and 
cities making it possible to see and compare developments at European scale. The research is 
conducted by transnational groups of researchers and experts, who are commissioned through 
open tendering.
 
The mission of the ESPON 2013 Programme is to: “Support policy development in relation to 
the aim of territorial cohesion and a harmonious development of the European territory by (1) 
providing comparable information, evidence, analyses and scenarios on territorial dynamics and 
(2) revealing territorial capital and potentials for development of regions and larger territories 
contributing to European competitiveness, territorial cooperation and a sustainable and balanced 
development”.

The actions in the programme are varied but strongly interrelated. They are:

•	 Applied	research	on	themes	of	European	territorial	dynamics,	providing	scientific	facts	
and evidence Europe-wide at the level of regions and cities. These results make it possible 
to assess strengths and weaknesses of individual regions and cities through European 
comparison and benchmarking. 

•	 Targeted	Analyses	makes	use	of	ESPON	results	in	practice.	Stakeholders	identify	local	 
issues for research within a European perspective. ESPON provides a team of experts that 
carries through the analysis, working closely with the stakeholders themselves. Stake - 
holders then make use of the results to develop and implement policy. 

•	 The	Scientific	Platform,	that	represents	a	core	element	in	the	knowledge	base	being	 
created by ESPON. In particular the ESPON Database deals with territorial indicators and 
monitoring as well as tools related to territorial analyses, typologies, modelling and updates 
of statistics.

•	 Capitalisation	of	ESPON	results,	including	the	dissemination	of	the	results	through	ESPON	
Seminars and Workshops, which are organised regularly. In addition, each ESPON country 
has its own ESPON Contact Point. Together these form a network that undertakes trans-
national dissemination and outreach to practitioners.

More information on the ESPON Programme can be found on www.espon.eu.
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Providing evidence that can support the making and implementation of policy for recovery,  
ESPON results can be interpreted at different geographical levels. This means that results can 
e.g. bed  discussed at global, European, macro-regional (transnational), national, regional and 
sub-regional levels. 

Demographic change is fundamentally important to businesses and to policy makers at all scales. 
The maps of population growth show that in a global or neighbourhood perspective Europe had a 
rather modest population increase in the years 2001-2006, though in the eastern neighbourhood 
the figures are generally even lower. In contrast, growth figures in the southern neighbourhood 
are much higher. This has implications for policy at EU level on migration and on EU relations 
with its neighbourhood.

The European perspective – usually mapped at NUTS 2 and in some cases NUTS 3 level –  
offers a much more nuanced picture. For example, look at the difference between the core and 
the northern and eastern parts of the ESPON space. Regional policy makers are likely to be con-
cerned with insights into differences between single regions, not least where regions adjacent to 
one another had notably different growth rates. 

The macro-regional level offers an even more detailed insight, as in most cases it is mapped at 
NUTS 3 level and some cases even below. The map of the Danube area, shows that there are 
considerable differences between the north and south of that macro-region, but also between 
urban centres and their hinterland. 

National figures are used in the worldwide and European neighbourhood analysis and allow for 
comparisons between countries within Europe and across a wide territorial context. For example, 
Ireland and Spain experienced strong population growth when compared to other European 
countries. National policy makers can learn how that was achieved, and what its territorial im-
pacts were. 

At a regional and local level – mapped at LAU 2 or 3 level – the maps show how a single region 
is classified in a European perspective, how it compares with its neighbouring regions or in a 
macro-regional or national perspective. In some cases the findings allow also for conclusions on 
the sub-regional level. 
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Map 1. Illustrating the Multi-Level Approach: The example of population growth, 2001-2006 (I)

Europe and its neighbourhood
Avg.: + 0,85 %
Min: - 1,66 %
Max: + 9,07 %

Europe in the World
Avg.: + 1,25 %
Min: - 0,13 %
Max: + 2,87 %

Regional level: NUTS 2 (version 2006)
Source: ESPON 2013 Database, 2010

Origin of data: Eurostat, ESPON 2013 Database, National Statistical Institutes of Albania (period of reference = 2001-2004),
 Serbia, Montenegro, Bosnia-Herzegovina, Kosovo (period of reference = 2002-2006) 
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Map 1. Illustrating the Multi-Level Approach: The example of population growth, 2001-2006 (II)

© UMS 2414 RIATE, TIGRIS, ESPON 2013 Database Project, 2010
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The report is based on studies carried out under the ESPON 2013 Programme that were available 
in summer 2010. These include studies on demographic developments, rural areas, climate 
change, cities, energy, and territorial impacts, as well as target analysis on agglomeration economies, 
territorial diversity, islands, convergence regions and spatial scenarios. As the programme continues 
to progress more applied research projects, targeted analysis and scientific platform results will be 
published in the period up to 2013. A full list of present and forthcoming studies can found in the 
back of this report or on www.espon.eu

A feature of ESPON is that applied research and analyses works across five levels. This is now 
important for effective territorial policy making in a networked world. The levels are:

•	 Global,	European	neighbourhood		
•	 European	
•	 Macro-regional	
•	 National
•	 Regional	and	local	

ESPON’s findings across a range of topics demonstrate just how diverse the cities and regions of 
Europe are, and show how to turn this diversity into a force for economic recovery and sustainable 
development. Therefore this report is structured to highlight territorial diversity with regard to: 

•	 the	economically	strong,	smart	and	connected	places	in	Europe,	which	are	perceived	as	 
drivers for the development (Chapter 2);

•	 cohesion	and	inclusion	as	a	key	territorial	aim	that	needs	to	be	part	of	the	recovery	strategy	
(Chapter 3); and 

•	 the	sustainability	dimension	of	regional	resilience	and	recovery,	smart	uses	of	the	territorial	
assets, human and natural resources in order to not undermine the possibilities for future 
generations (Chapter 4).

 
Together these three aspects spell out the territorial dimension of the three growth paths outlined in 
Europe 2020: smart, inclusive and sustainable growth. Europe 2020. Smart growth means develop-
ing an economy based on knowledge and innovation. Sustainable growth is about promoting a more 
resource efficient, greener and more competitive economy. Inclusive growth sees Europe fostering a 
high-employment economy delivering economic, social and territorial cohesion.
 
The territorial approach shows that recovery does not mean a return to Europe as it was in 2007. 
ESPON encourages long term thinking about new economic opportunities and ways of strengthen-
ing European competitiveness. But it also points to an aging Europe in a world of energy and other 
resource shortages, greater risk of extreme weather and changing climates. It shows how cities are 
changing through metropolitanisation and new governance structures, while also noting the eco-
nomic powers and market opportunities emerging in Asia and countries in the global south such as 
Brazil and South Africa. 

Therefore, Chapter 5, the final chapter, invites policy makers and other readers to use the findings 
from ESPON and to shift their gaze to see across and between the five levels that shape a territorial 
approach to action. 
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Box III. Selected characteristics of the ESPON space 

The ESPON space comprises 31 countries, i.e. Austria, Belgium, Bulgaria, Cyprus, Czech 
Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, 
Italy, Latvia, Lichtenstein, Lithuania, Luxembourg, Malta, Netherlands, Norway, Poland, Portugal, 
Romania, Slovakia, Slovenia, Spain, Sweden, Switzerland, and United Kingdom. 

27% of the world’s GDP is in the ESPON space, in 2005. The highest GDP per capita is in 
Liechtenstein and the lowest in Bulgaria. 

14% of the world’s CO2 emissions are produced in the ESPON space, in 2005, with Luxembourg 
having the highest (partly due to substantial petrol tourism) and Liechtenstein the lowest emis-
sions per capita.

8% of the total world’s population and 4% of the world’s young world population (aged 0-14 
years) live in the ESPON space, in 2005. In Iceland young people make up a higher share of the 
total population than in other countries of the ESPON space, and in Bulgaria for less than in any 
of the others. 

12% of the world’s urban areas are to be found in the ESPON space, whereas it only accounts of 
4% of the global land surface, in 2005. In Malta urban areas make a larger share of the total area 
than in other countries of the ESPON space, while that ratio is lowest in Iceland.

CO2 emissions per capita, 2005
World = 100

Share of young population 
(0-14 years), 2005

World = 100

GDP per capita, 2005
World = 100

Share of urban areas, 2005
World = 100

Sources: http://geodata.grid.unep.ch/, 2010
Origin of data: Geodata Portal
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Characteristics of ESPON in the World
for 6 selected indicators, 2005
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1.1 How has the crisis affected unemployment across Europe?

Effective territorial policies are needed to make Europe more resilient in an uncertain world. The 
period leading up to 2008 and the onset of global financial and economic turbulence was marked 
by historic achievements within Europe. The EU grew to embrace 27 member states. A tariff-free 
market of half a billion people was created. The Euro was adopted by 16 countries. Europe’s regions 
and businesses positioned themselves to operate in an increasingly globalising world. While expan-
sion had widened the differences in living standards within the EU, territorial policies to create better 
balance and polycentric development were narrowing the gaps. 

While all countries have suffered in the economic crisis, the impacts have been uneven. The Baltic 
States have been particularly hard hit by the rise in unemployment. So have Ireland, Iceland and 
Spain, three countries where a property boom which had seemed to offer economic growth, col-
lapsed. In contrast, the two poorest EU countries, Bulgaria and Romania, have suffered less of a 
set-back in terms of unemployment than UK, Cyprus, Denmark or Sweden, for example. Similarly,  
Estonia, Lithuania, Latvia, Ireland and Slovenia all had roughly similar levels of unemployment in 
2007 (around 5%) but Slovenia has experienced nothing like the deterioration that the others suf-
fered. 

Macro-economic policies of national governments explain some of these variations. So too does the 
composition of national and regional economies. Europe’s success in progressing towards unifica-
tion simultaneously created new risks by opening up labour markets and service provision to forces 
beyond the traditional confines of the nation state.

1 – Europe in a challenging world 



20

1.2 The global context of competition

Europe remains a wealthy continent, the desired destination for many migrants from other parts of 
the globe. However, in the years since 2008 Europe has had to respond to the kind of “shocks” that 
seem likely to characterise the world in the decades ahead. Europe, its citizens and regions have 
had to adjust to changes that were not initiated by, or fully controllable by, the EU, member states 
or regional scale governments. 

Therefore it is important to locate the Europe 2020 strategy in its global and historical context. Eu-
rope 2020 proposes that the EU should focus on high technology and knowledge economy indus-
tries, recognizing the growing power of emerging economies in low and medium levels of technology. 
Export trade fl ows are the most useful index to show how the world economies have changed over 
the past half-century. By measuring not only the total amount of exports but the structure by type of 
products, it is possible to show why and how relocation of industrial activity has taken place in the 
past and indicate a probable future path. 
 
At the end of the 1960’s, the world was characterised by a clear distinction between a small number 
of countries with high technology (USA, Northwest Europe, Japan) and a majority of countries char-
acterised	by	export	of	primary	products.	Very	few	countries	belonged	to	the	intermediate	category	of	
export of textile and electronics (Canada, India, East Central Europe). 
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Unemployment change  2007-2010

The graph only looks at countries, not regions. It shows how unemployment changed between 
2007 and 2010. While most countries are clustered as experiencing relatively modest deteriora-
tion, some have been much more badly hit, notably the Baltic republics but also Spain. In con-
trast Poland, Slovenia, Romania, Belgium, Malta, Austria and Liechtenstein have all performed 
favourably in this period compared with most European countries. Germany seems to be the only 
country where the employment situation improved from 2007-2010. 

The map shows unemployment rates in Europe in March 2010, estimated on the basis of national 
sources. Most of Europe’s regions have unemployment rates of over 6%. Rates up to 10% are 
common, but there are regions where the rates are much higher. The darkest green band spans 
a range from just over 15% to almost 50% 
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Map 2. Unemployment in Europe, March 2010
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Looking at the pattern, Europe seems to be gripped by high unemployment zones in the east, 
south and west. The “U” shape of highest unemployment areas runs from Sweden and Finland 
through the Baltic States and Eastern Europe, taking in the Eastern Germany (though with a lot 
of regional variation in Bulgaria and Romania), then through Greece and southern Italy (though 
avoiding Cyprus and Malta) and back north through Spain and Portugal, France, Wallonia and 
Ireland. Inside this “horseshoe” are countries that have fared less badly so far. Overall unem-
ployment seems to vary primarily by country: however there are some significant intra-country 
variations too. 
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By the middle of the 1980’s, this picture had changed. There were fewer economies heavily tied to 
agriculture exports, but many more based on energy exports following the escalation in global energy 
prices in the 1970s. However, many countries with energy or mineral resources simply exported 
their resources, rather than building their industrial sector. On the other hand, some countries with 
fewer natural resources and big emerging countries (Brazil, China, India) started to develop their 
industry, firstly in textile industry and later in electronics branches. 

By the beginning of the 21st century, there was a growing difference between the extended group of 
countries that mainly export energy or mineral resources, and the group of industrialized countries 
which is increasingly made up of newly developing countries. The industrial cores of the 1960’s 
are now clearly in competition with new industrial economies that are also moving towards higher 
technological sectors. These new industrial countries are taking an increasing share of world trade 
and more and more they are exchanging together, and not necessary with the former centres of the 
world’s industrial economy. 

There is an interesting difference between EU27 and Japan or USA. In Asia as in America, the pro-
cess of industrialization has spread toward neighbouring countries such as Mexico, Brazil, China, 
India, and Korea. Some of these neighbouring countries are today competitive global players. Even if 
these countries are competitors, they are also regional partners and support the growth of old cores. 

In Europe the EU has integrated new member states into its economy: it has become stronger itself 
instead of seeing neighbours developing into new global players. At the same time, there are growing 
international players in the neighbourhood of the EU, notably Russia, Turkey, Tunisia, and Morocco. 

However, an outer ring of countries still have low levels of industrialisation that export mainly energy 
or primary products. This is true both to the east (Russia, Central Asia) and south (Africa). This 
specific situation is a real challenge for the EU because this area is not really integrated by industrial 
links. 

Instead it is subject to influence of other centres from anywhere in the world who are looking for 
energy and primary resources. China, for example, is securing many contracts to gain long-term ac-
cess to Africa’s mineral wealth. Thus a smart growth strategy for the EU needs to look at territorial re-
lationships and balance competitiveness and resilience, the short-term and the longer perspective. 

Europe’s cities and metropolitan regions are strongly placed in the global economy. More than half of 
the total global links between multi-national companies and their subsidiaries occur inside Europe, 
either inside each country or between two European countries. This high proportion is explained by 
Europe’s history of individual nation states. It means that the European industrial system is much 
more complex than the Asiatic or the North American ones. Faced with globalisation, strong net-
works have developed between the numerous European cities, from the smallest ones to the biggest 
metropolises.
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Map 3. Typologies of countries’ profiles for trade exports, 1967-2006 

© UMS RIATE,  ESPON DATABASE PROJECT, 2010

1967-1969

1984-1986

This map does not
necessarily reflect the
opinion of the ESPON
Monitoring Committee

2004-2006

Source: EUROBROADMAP, Visons of Europe in the World (FP7), 2010
Origin of data: CHELEM 2010

© UMS RIATE for administrative boundaries
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Legend: Typology of countries’ profiles for trade exports, 2004-2006

(1) ENERGY (ENE) : Coals (IA), Crude oil (IB), Natural gas (IC), Coke (IG), Refined petroleum products (IH), Electricity (II)

(2) MINERAL AND SEMI-PRODUCT (MIN) : Cement (BA), Ceramics (BB), Glass (BC), Iron Steel (CA,) Tubes (CB), Non ferrous metals (CC), Iron ores (HA), Non 
ferrous ores (HB, Unprocessed minerals n.e.s. (HC)

(3) AGRICULTURE AND FOOD (AGR) : Cereals (JA), Other edible agricultural prod (JB), Non-edible agricultural prod. (JC), Cereal products (KA), Fats (KB, Meat 
(KC), Preserved meat/fish (KD, Preserved fruits (KE), Sugar (KF), Animal food (KG), Beverages (KH), Manufactured tobaccos (KI)

(4) TEXTILE AND CLOTHES (TEX) : Yarns fabrics (DA),Clothing (DB),Knitwear (DC),Carpets (DD),Leather (DE),Wood articles (EA),Furniture (EB),Paper (EC),Printing 
(ED),Miscellaneous manuf. articles (EE )

(5) ELECTRIC & ELECTRONICS (ELE) : Electronic components (FL),Consumer electronics (FM),Telecommunications equipment (FN),Computer equipment 
(FO),Domestic electrical appliances (FP),Electrical equipment (FQ),Electrical apparatus (FR )

(6) MACHINES & EQUIPMENTS (MAC) : Miscellaneous hardware (FB),Engines (FC),Agricultural equipment (FD),Machine tools (FE),Construction equipment 
(FF),Specialized machines (FG),Arms (FH),Precision instruments (FI),Clockmaking (FJ),Optics (FK )

(7) TRANSPORT (TRA) : Vehicles components (FS),Cars and cycles (FT),Commercial vehicles (FU),Ships (FV),Aeronautics (FW )

(8) CHEMICALS & BIOTECHNOLOGY (CHE) : Basic inorganic chemicals (GA ), 
Fertilizers (GB),Basic organic chemicals (GC),Paints (GD),Toiletries (GE),Pharmaceuticals (GF),Plastics (GG),Plastic articles (GH),Rubber articles (incl. tyres) (GI )

(9) MISCELLANEOUS (MIS) : Jewellery, works of art (NA),Non-monetary gold (NB),N.e.s. products (NV)

Typology of products (derived from CHELEM)

Type A
Strongly dominated by primary product

Type B
Emerging industrial economy 

Type C
Sophisticated industrial economy 

Concentration of exportation in energy

Mining product, agriculture and energy

Concentration of exportation in agriculture

Textile industry

Export in various sectors 

From textile to electronics

Exports in chemical, machines and transport

High technology & agro-industrial sector 

A.1

A.2

A.3

B.1

B.2

C.1

C.2

C.3

ENE MIN AGR TEX ELE CHE MAC TRA

A.1 76% 6% 9% 4% 1% 3% 1% 1%

A.2 12% 42% 34% 5% 1% 3% 2% 1%

A.3 9% 8% 67% 9% 1% 4% 2% 1%

B.1 4% 5% 15% 58% 7% 5% 4% 1%

B.2 8% 17% 20% 24% 9% 8% 9% 7%

C.2 8% 5% 5% 14% 41% 9% 11% 7%

C.2 5% 8% 17% 12% 13% 23% 18% 4%

C.3 4% 10% 9% 14% 13% 12% 19% 17%

© UMS RIATE,  ESPON DATABASE PROJECT, 2010
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The maps are built from data for 82 countries or aggregates of countries. Exports are classed 
into 8 broad groups of products and the changing composition of a country’s exports is analysed. 
Statistical techniques are then used to group similar countries. The result is that the maps show 
when a country moved from one type of export composition to a different one. Overall the findings 
picked out 3 types and 8 sub-categories.

•	 Type	A	is	characteristic	of	countries	where	exports	are	strongly	dominated	by	primary	
products. Such economies are vulnerable to fluctuations in world commodity prices, and 
so are likely to experience highs and lows. Countries with a concentration of their exports 
in the energy sector (A.1) or in agriculture (A.3) are the most vulnerable to this price effect 
as the value of commodities boom or slump on world markets. Countries combining  
mining products with agriculture and energy (A.2) are less vulnerable, since if one sector 
slumps the other sector may still command good world prices. . 

•	 Type	B	is	characteristic	of	emerging	industrial	economies	that	focus	on	sectors	with	a	low	
technological level. Countries without energy or mining resources typically develop a textile 
industry (B.1) as a first step to industrialisation. Countries with more natural resources can 
develop a more balanced pattern with exports in various sectors (B.2). 

•	 Type	C	indicates	more	sophisticated	industrial	economies,	which	can	jump	from	textiles	
to electronics (C.1) but also achieve full development of high technology with increasing 
exports in chemicals, machines and transport industries (C.3). In some cases, countries 
can combine high technology with an important agro-industrial sector (C.2). 

The development of the EU fostered re-organisations and takeovers to enable companies to develop 
a critical mass to compete at European and global levels. This is especially evident in London and 
the UK. In London 64% of the subsidiaries are locally controlled, which means they are owned by 
enterprises that are themselves headquartered in London. The figure is even higher in cities in the 
north of England such as Leeds (75%) or Middlesborough, a town based on chemicals (84%). 

Such high levels of local dependency are sustainable as long as the local headquarters companies 
are thriving. Even in difficult times, the friction associated with relocation of international headquar-
ters means that these regions may still be less vulnerable than city regions relying on subsidiaries 
controlled from elsewhere. This latter situation applies strongly in Northern Ireland, Ireland, Eastern 
Europe and many of the provincial city regions of Spain and France. 

London is a financial centre of global significance. This could be interpreted as a very positive  
effect. A deep and complex set of economic linkages suggests multiple mechanisms through which 
to adapt to an external shock. There are also the benefits from the spill-overs of knowledge and ideas 
that drive innovations and are associated with big urban economies. This contrasts with the situation 
in Eastern Europe. There city regions have been catching up by increasing the complexity of their 
productive system through welcoming foreign subsidiaries, together with recent emergence of local 
enterprises. However, openness, interconnectivity and subsidiaries carry the risk of a domino effect 
in hard times, when shocks from outside can undermine local economies less able to influence 
their own fate. As Europe seeks to recover from the economic crisis there is a need to capture the 
opportunities of local and global connectivity while managing the risks. 
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The territorial dimension focuses on the idea of balanced and polycentric growth. This means in 
principle that no territorial concentration of economic assets should become too dominant in the 
European / national / regional economy as a whole. However, the clear message from the analysis 
of urban agglomerations and the competitive advantages they offer is that the inherent dynamism of 
the market economy works towards precisely such concentrations. 

Regional development policies and EU Cohesion Policy therefore need to practice appropriate forms 
of intervention that can target territorial development opportunities and threats. As well as thinking 
about regional competitiveness and being attractive for investments, important as that remains, it 
is also prudent to consider regional risks, vulnerability and to design structures and mechanisms 
to create resilience. These are likely to include continuous diversification of the economic base, 
reducing drain from the local economy and positive policies for entrepreneurialism to stimulate and 
sustain the growth of local businesses. 

While construction can be a means of quick injection of investment into an economy, it is important 
that the construction is linked to long term infrastructure assets that will sustain growth and reduce 
environmental risks. An approach is needed that is both strategic and integrated so as to ensure 
that benefits of such investments are maximised and capitalised by interventions well tuned to the 
territorial assets of the city and region.

The following maps show a hierarchy of metropolitan regions based on locations of multi-
national corporations and their subsidiaries.

The world map excludes local links where the owner and its subsidiaries are in the same 
metropolitan area. So this is a map of where international power over economic decisions 
lies. Europe is one of three global regions with significant concentrations of enterprises able 
to determine the fate of their subsidiaries. The other two are USA and East Asia. The degree 
of territorial concentration is more marked in Europe. Nevertheless, the colours show that in 
Europe the foreign subsidiaries make up a lower proportion of all subsidiaries than in  
California, the US east coast or the main Asian hubs. Japan and the US are countries which 
house control functions over many firms. 

The map on page 28 looks at the balance between subsidiaries controlled from a city and 
subsidiaries in that city but controlled from elsewhere. Places able to dominate are in shades 
of brown, while cities whose economy is characterised by subsidiary firms owned elsewhere 
are shown in green. London and Paris stand out in the sheer number of subsidiaries that 
they control elsewhere (shown by the size of the circles). Note the relatively dominant  
position (darker green shades) enjoyed by some relatively small border cities such as  
Geneva, Basel, Trieste and Arnhem. Other small, regional cities that have long been the 
headquarters base for global companies can be picked out – Lausanne / Nestle and  
Clermont Ferrand / Michelin. In contrast city regions in Ireland, Wales, Northern England, 
Portugal and eastern Europe look very dependent on subsidiaries.
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Map 4. Networks of multinational firms by Metropolitan Area, 1986-2006

Source: Rozenblat, IGUL, Lausanne, 2010
Origin of data:ORBIS, BVD 2007

© UMS RIATE for administrative boundaries

This map does not
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opinion of the ESPON
Monitoring Committee

© IGUL, FOCI Project, 2010
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Map 5. Balance of internal and external subsidiaries by Functional Urban Area, 1986-2006
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1.3 Territorial Cohesion 

In Europe’s development, competitiveness and cohesion are seen as complementary aims and 
territorial cohesion is both an end and a means. Inclusive growth encompasses not just economic 
and social cohesion, but also territorial cohesion. The Treaty on the Functioning of the EU said the 
Union shall aim at reducing disparities between the levels of development of the various regions 
and the backwardness of the least favoured regions (Article 174). Similarly the Territorial Agenda 
elaborated in 2007 through intergovernmental cooperation of the EU Member States stresses that 
territorial cohesion is a pre-requisite for achieving sustainable economic growth and implementing 
social and economic cohesion. This will be further emphasised in the revised Territorial Agenda to 
be presented in 2011.

In 2006 The Council adopted the Community Strategic Guidelines. These stated that “promotion of 
Territorial Cohesion should be part of the effort to ensure that all of Europe’s territory has the oppor-
tunity to contribute to the jobs and growth agenda.” Similarly, the Community Strategic Guidelines 
on Rural Development highlight the contribution which EU rural development programmes can 
make to pursuing territorial cohesion. The economic conditions in 2010 make these sentiments 
even more important. Strength through diversity underpins the idea of territorial cohesion. It is not 
only recovery that is sought, but a more balanced and harmonious development path. 

“More balanced and sustainable development, implicit in the notion of territorial cohesion, would 
achieve a more even and sustainable use of assets, bringing economic gains from less conges-
tion and reduced pressure on costs, with benefits for both the environment and the quality of 
life.” Green Paper on Territorial Cohesion.

The Green Paper on Territorial Cohesion scoped three challenges where action was needed. These 
were characterised as “Concentration, Connection and Co-operation”. Concentration is about over-
coming development challenges caused by differences in density. Europe is characterised by having 
many small and medium-sized towns besides larger urban agglomerations, rural and peripheral 
areas. Indeed this pattern underpins the quality of life for many citizens. In large parts of Europe 
town dwellers are not far from the countryside, which often includes high quality landscapes or other 
attractive opportunities for recreation. In turn, rural residents are able to enjoy the services and job 
opportunities of the cities. Development of functional regions strengthens these links.

Connection is fundamental in today’s globalized world. Good transport links are a basic building 
block for territorial cohesion, overcoming the barriers of distance between regions. However, con-
nection today means being on essential networks: broadband internet access; mobile phone cover-
age; knowledge networks linking universities, research centres and businesses across the globe; 
networks able to deliver secure supplies of energy when and where it is needed. Through every 
stage of their life cycle people need to be able to access the services of general interest – education, 
health, affordable housing, post offices, for example – that are an important part of cohesive and 
inclusive living in a shared territory. 

As the Green Paper noted, “The problems of connectivity and concentration can only be effectively 
addressed with strong cooperation at various levels”. Rivers in flood do not stop at administrative 
boundaries; fish do not carry passports as they move through Europe’s seas; volcanic ash can cre-
ate havoc across airspace hundreds of kilometres away from its point of origin. Sometimes the level 
for effective co-operation will be between adjacent local authorities, even if they are either side of 
a national boundary. Sometimes it will be between the EU and countries from the Neighbourhood. 
The fundamental point is that co-operation is a midwife for territorial cohesion, and an essential tool 
for European recovery and resilience. It can create new efficiencies in delivery of services of general 
interest while also improving access to services and jobs for people. For enterprises it can increase 
the size of the labour market and create opportunities to access local suppliers and markets.
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Territorial cohesion is also about grappling with Europe’s geography and history. The continent is 
basically a huge peninsula, with a long coastline, plenty of offshore islands (some large, some 
small) and several mountain ranges. European development through history has led to the territorial 
structures that we know today. One of Europe’s most important territorial structures is the European 
urban system with cities of different sizes and functionality that are hotspots of economic growth. 
Infrastructure networks provide accessibility and connectivity of places, with service levels often 
reflecting the volume of people present. 

Although a European core is a reality, many jobs and people are in the river valleys and close to the 
coast in the more climatically favoured parts of the land mass. There are maritime borders on the 
west, north and south, while to the east there is land border that imposes its own barriers to com-
merce and the movement of people. 

The islands and many border regions face problems of accessibility, limited markets, and higher 
costs for services and energy, a phenomenon both at national and European scale. Loss of biodiver-
sity is becoming a general problem for all territories, while economic over-dependence on tourism is 
a typical feature of mountainous regions. 

In some sparsely populated regions the challenge may be to sustain the basis of settlement itself in 
the face of out-migration and aging. Yet all these diverse regions are part of the whole that is Europe, 
and have their own distinctive contribution to make to the processes of growth, recovery and cohe-
sion. A development strategy has to be tailored to local assets and institutions. Territorial data and 
analysis is fundamental to this process. 

1.4 The territorial dimension in Europe 2020

Europe 2020 makes several references to the importance of territorial cohesion. Its seven Flagship 
initiatives in support of a smart, sustainable and inclusive growth for Europe are:

•	 Innovation Union;
•	 Youth on the move;
•	 A digital agenda for Europe;
•	 Resource efficient Europe;
•	 An industrial policy for a globalised era;
•	 An agenda for new skills and jobs;
•	 European platform against poverty.

A territorial dimension and a place-based approach is integral to the implementation of the strategy. 
The aims of Europe 2020 require that territorial diversity is acknowledged and that full advantage 
is taken of the distinctiveness of Europe’s regions and municipalities. A territorial dimension is also 
needed to fully grasp the different types of challenges for regional development of the Europe 2020 
strategy. Last but not least, acknowledging the territorial dimension and its richness also allows for 
better inclusion of the key public and private stakeholders at local and regional level. ESPON is an 
important resource for the Territorial Agenda, the development of territorial cohesion policy and the 
realisation of the Europe 2020 strategy.
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