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Policy relevant key findings:Policy relevant key findings:

•	 At European scale, more can be done to stimulate decisions towards a polycentric Europe
with stronger integration and better connection of European metropolitan places outside 
the core area of Europe. 

•	 Nano-, bio-, information-technology and cognitive sciences are expected to drive future
innovation waves. The locations and networks of this important sector, mainly in Europe’s 
capitals and university cities, will become increasingly influential in the European urban 
system. 

•	 Networks within transport, energy, business etc. are important development catalysts.
Connection to functional networks can strengthen the development potential of places – in 
particular those outside the European core area. Accessibility and competitiveness often 
goes hand in hand.

•	 Places that can be reached for day-return business trips have an advantage in today’s
economy. The network of such places in Europe shows a clear centre-periphery pattern. 
Air is the prime transport mode for inter-metropolitan business trips. The national orienta-
tions of rail networks make high-speed less attractive than it could be for cross-border 
travel. 

•	 Smart, connected places are not only urban. A wide range of rural areas belong to this
group. Some benefit from high accessibility to urban centres, but some others combine 
unique local products or assets with high direct as well as virtual connectivity into the 
global economy. 

•	 Many urban centres close to national borders have the potential to co-operate and so de-
velop larger functional areas. The degree of cross-border integration differs substantially. 

•	 Territorial impact assessments can provide important evidence about how and where
sector policies will influence regional development. This can improve the coordination and 
synergies of public policies. Development of regions to increase their resilience is depend-
ent on a smart policy mix involving various sector policies as well as policies at different 
scales - European, national, regional and even local level.

Global networks can be reached from virtually any place in the ESPON space. However, Europe’s big 
cities are main gateways to the world. They are the transport hubs, the nodes in the global financial 
systems or the locus of research institutes in cutting-edge and international innovation networks. 
These are some of the smart places. Despite the rise of the internet, various types of physical con-
nectivity remain and will remain of fundamental importance. Energy, water and transport are still 
the essential basis for regional development. Smart regions enjoy good, region-wide connections to 
these, but also plan for a future where energy is expensive, water less reliable, and transport links 
difficult to fund and maintain. 

Europe 2020 identifies “smart growth” as a key component of economic recovery and development. 
It equates smart growth with “an economy based on knowledge and innovation”. To achieve smart 
growth Europe will need smart places. Smart places attract people and firms from a wider area, 
even from outside Europe. Knowledge and innovation are key development factors in today’s world. 
They are the ingredients of smart regional economic growth, and strategies for recovery from the 
economic and financial crisis. In a world that has become more networked, connectedness is more 
and more important. Thus a set of territorial factors, such as linkages, urbanisation advantages, at-
tractive environments and co-operation in the processes of territorial governance, have become vital 
economic resources.
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Map 6. World City Network, 2008 

Sources: Population - Moriconi-Ebrard F., 2001,
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The map shows global cities with regard to the number of people living in the urban area 
and integration into global business networks. The classification is based on the presence of  
advanced services in an urban area. For this purpose the locations of the 100 largest global 
service producing enterprises within six different branches (accountancy, advertising, banking/
finance, insurance, law, and management consultancy) were charted. Using data from around 
the year 2000,the number of such offices within the extended ESPON space amounted to 2 548. 
Although it is just one indicator, the presence of the largest global service producing enterprises 
provides a good proxy on the global standing of a location.

Within Europe, London, Paris, and the Rhine-Ruhr area stand out as large and highly integrated 
metropolitan areas. They are followed by Madrid and some other capital cities. In the direct 
neighbourhood, Istanbul and Moscow are notable metropolitan areas which are not only of con-
siderable size but also well integrated into the global business networks. 

Smart and connected places are not necessarily all urban. Indeed, there are successful rural areas 
which are able to benefit from globalisation, because of their particular development assets and 
good links to other parts of the global economy.

2.1 Growth potentials in urban areas 

An area’s economic growth is still strongly influenced by the state of the national economy. Nev-
ertheless, the evidence points to cities outperforming their national economies and theories of the 
advantages of agglomeration economies can explain why this is the case. There is a general process 
of concentration of wealth in the biggest cities, especially in Eastern Europe. However, this metro-
politanisation trend was stronger in the 1990s than at present. 

Box IV.  Agglomeration advantages - Proximity of activities as a success factor 

The success of urban areas and regions is influenced by the composition of the actors present in 
an area. Three factors in particular can be highlighted:

•	 Close	proximity	of	private	companies	with	similar	profiles.	“Localisation	economies”	 
refer to the advantages accruing to private companies because of location in an area 
where companies with similar profiles are in close proximity. This explanation underlies 
the idea of industrial districts or clusters. 

•	 Close	proximity	of	private	companies	with	trading	links.	“Activity-complex	economies”	
refer to the advantages that accrue to companies because of the close location of different 
types of activities which have substantial trading links. 

•	 Close	proximity	of	private	companies	with	unrelated	activities.	“Urbanisation	eco	nomies”	
refer to the range of advantages that accrue to companies because of their shared urban 
location with different and unrelated activities. Urbanisation economies tend to increase 
with the size of the urban concentration, and are typically advantages in  
access to ideas and other “soft” business assets. 

Urban areas are generally doing better than non-urban areas because of the advantages that derive 
from the proximity of private actors - strengthening the competitiveness and economic performance 
of those firms. Whereas this may explain why in general metropolitan regions have development 
advantages, it does not explain the diversity of development paths and future potentials. 

Regions and urban areas in Europe have different socio-economic profiles. Accordingly, the hot-
spots of development vary depending on the economic activities in focus. Hotspots also change over 
time, as different economic activities become key factors of economic growth and competitiveness 
and the utilisation of development potentials of areas changes. For a territorial development strategy 
it is necessary to look not just at the patterns inherited from the past, but at what is likely to be the 
leading future technologies and where those sectors might grow. 
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There is diversity not just between regions but within regions, and a new regional economic geogra-
phy can be identified. In general, the highest rates of economic growth – as measured by employ-
ment change – are found in relatively high value service sector activities at the core of conurbations. 
Some older manufacturing industries tend to survive in pockets of smaller urban centres on the 
metropolitan periphery. Higher manufacturing activity and some of the more routine service sector 
activities tend to cluster around key transport infrastructures, often on the fringe of the urban core. 

Box V. Agglomeration advantages and territorial development patterns - The case of Manchester 

The Manchester conurbation is one of the major European urban areas, with key functions of 
European importance in various fields, including university research, service provision and trans-
port. This urban region is an important secondary city within the UK. In the last decade it has 
strengthened its position in the national urban hierarchy. 

Global economic development trends have impacted on the economic development of Greater 
Manchester in two ways. The urban region tends to be functionally divided between a growing 
core and south, and a northern part in decline. The challenge is now to find a governance model 
that is able to enable the unemployed in the north to benefit from the dynamics in the core and 
in the south

Within the region of Manchester, employment change figures show clear territorial patterns. High 
employment growth (1998-2008) could be observed in the regional centre and around Man-
chester’s international airport at the southern tip of the conurbation. This reflects the functional 
division of the region with a concentration of financial and professional services in these areas, 
and also engineering jobs especially near the airport. Agglomeration advantages appear to accrue 
to service sector firms operating within the core of the conurbation and, to a lesser extent, near 
the airport. An important part of the regional development strategy is the fostering of a Media City 
cluster close to the core in the regenerated dock area now called Salford Quays. 

Clustering of high value activity in these locations has resulted in the decentralisation or inde-
pendent growth of lower value activity in more peripheral locations. Furthermore, the housing 
preferences of the high skilled labour force play a role in the development of specific locations: 
apartments for young professionals in the downtown core and family housing around the attrac-
tive villages and small towns particularly to the south of the conurbation. 

The northern part on the other hand still suffers as from the early 1990s decline of manufacturing 
(measured in value added and employment). Due to globalization regional production systems 
have become less important. Important parts of the old production chains have been outsourced 
to other parts of Europe and the world. Also some new nodes of activity appear where less at-
tractive economic activities that have been pushed out the city by the rising service sector come 
together. 

Potential future urban hotspots 
Technological innovation has acquired an increasing strategic importance for economic competitive-
ness, and so for Europe’s positioning in a globalised world. It also plays a crucial role in the struc-
turing dynamics of the settlement patterns. Within the knowledge economy, the evolution of urban 
systems seems to be significantly shaped by competition in the fields of knowledge and innovation. 

“NBIC” stands for nanotechnology, biotechnology, information technology and cognitive science 
(also referred to as “converging technologies”). These sectors are expected to drive the next inno-
vation wave which is expected to emerge by 2020. Accordingly, the location of NBIC centres may 
influence the future path of the European urban system. 

Paris and London, and more generally European national capital cities, have strategic positions 
within specific networks. These are places then with potential capacity to control the circulation of 
knowledge spill-overs that flow between European cities.
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Map 7. Centrality within NBIC networks, 1986-2006 
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The map presents a first picture on how well actors in different European urban areas are inte-
grated into scientific and technological networks dedicated to NBIC. NBIC stands for nanotech-
nology, biotechnology, information technology and cognitive science. “Betweenness Centrality” 
measures the potential intermediary role of cities within a network: the more a node occurs on 
many shortest paths between other nodes, the higher is its “betweeness centrality”. 

The pattern is clearly polycentric and not entirely determined by city size. National capitals in 
general seem to be strong centres, but there are other players far from the capitals, notably in 
the north of Sweden. There are what looks at European scale like clusters in England, Scotland, 
Belgium, Netherlands, Germany, Switzerland, Italy, Denmark, Sweden and Finland. At national 
level, the pattern in France, Greece, Norway, Cyprus and the smaller states in Eastern Europe are 
quite monocentric with capital cities in a dominant national position. The very limited representa-
tion in Estonia, Lithuania, Slovakia and Malta may mean that these countries are at risk of missing 
out on NBIC development. 
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Furthermore, there are two geographical patterns of the NBIC networks: 

•	 The	major	centres	are	the	largest	European	capitals	and	economic	centres.	Their	role	is	to	
integrate almost all other European cities within networks that accompany the diffusion of 
knowledge and know-how. 

•	 Other	major	centres	with	specific	profiles	regarding	the	knowledge	economy	appear	as	
specialised nodes that could anchor further technological developments, since the next 
eco nomic cycle is likely to be strongly associated with research activities. Examples for this 
are the urban regions of Barcelona, Glasgow, Edinburgh, Gothenburg, Hannover, Stuttgart, 
Munich or Milan. 

The picture confirms that two main generic processes structure urban systems today. There is hier-
archical differentiation, including metropolitanisation, but also a process of specialisation by some 
cities. The implications for policy are that if NBIC does indeed prove to be the driving force for eco-
nomic and regional development it is likely to reinforce the dominance of the capital cities, especially 
in smaller countries. The risk is that part of the price of economic recovery will be a widening devel-
opment gap between the capitals and rural regions in particular. Bulgaria, Romania, Slovakia and 
the Baltic States appear to be at risk of being left behind in these rapidly developing sectors. There 
is a case for a concerted effort in those countries to connect better to these networks. Regional co-
operation may help: Finland, for example, is more strongly placed in these networks than might be 
expected for a country of its size. Poland and Hungary may be useful models for others to look at. 

2.2 Gateways, polycentric development and accessibility 

The high population density of the European core and the short distances between major urban 
areas in that part of Europe are an economic asset. It creates large labour markets and consumer 
markets and confers on a trans-national scale some of the urbanisation advantages of agglomera-
tion economies. It has almost certainly facilitated some of the company strategies of mergers and 
consolidation to increase their European and global competitiveness that were discussed in Chapter 
1. The ability to connect quickly and reliably with suppliers, clients and customers is vital in today’s 
just-in-time economy. This can be measured in various ways, but the concept of potential acces-
sibility is a very useful indicator. It shows how many people can be reached from a region weighted 
by the time needed to reach them. 

Web of one-day trip locations 
Despite the growth of the internet and the capacity for conducting business through communica-
tions mechanisms like conference calls and internet telephony, face to face meetings remain an 
important business practice. They are particularly good for situations where trust and confidence 
has to be built and if brainstorming or co-operative working are priorities. Furthermore, the time of 
senior staff is expensive; few can be spared from their office for an extended period. In such situa-
tions especially there is a premium on locations that can be reached in a trip that can be contained 
to a single day, i.e. leaving early morning and being back home in the late evening. 

The possibilities for one-day business trips, based on actual travel times and allowing for at least 6 
hours at the destination, show clearly the European core-periphery pattern as well as the importance 
of rail for inter-metropolitan relations. The overall pattern shows a high level of integration within the 
European core, including also large parts of the UK. The Iberian peninsula is linked to the core, and 
also the links between the core and eastern countries like Poland and Hungary are clearly visible, 
but in all these cases the intensity is much lower than what can been seen inside the core. In other 
words there are fewer flights and less choice for business persons from those parts of Europe. The 
possibilities for one-day trips from or to Estonia, Latvia, Lithuania, Romania, Bulgaria, Greece, and 
Turkey do not exist. Of course this pattern is no surprise: distance remains a barrier and crossing it 
takes resources of time and money. As the theory of agglomeration economies explains, proximity 
does indeed confer some relative advantages. 
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Map 8. City network for one-day business trips, 2009 
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The maps show the possibilities for one-day business trips from selected urban regions. A one-
day business trip means having at least 6 hours available at the destination while leaving home 
after 5 a.m. and being back home before 11 p.m. on the same day. The transport modes consid-
ered are rail, air or a combination of rail and air, based on actual timetables.

The rail connections highlight the importance to national inter-urban connections within some 
countries, for example, Italy, Spain, Portugal and the UK. However in much of the European core, 
rail also provides a viable international business option as shown by the density of red lines link-
ing cities in Germany, France and Benelux. The connectivity by a combination of rail and air is 
shown in pink. It is of particular importance for metropolitan regions on the fringe of the core of 
Europe, such as the Øresundregion, various major cities in the UK, or Prague. The map with blue 
lines, showing air links, reveal the huge dependence of peripheral Europe on its air links for inter-
national connections. The Iberian peninsula, Scandinavia, the Baltic States, Ireland and Northern 
Ireland and also Sicily are only able to connect to the core through an airport. There are some key 
hubs evident for such countries: Madrid, Copenhagen, Warsaw, Rome in particular. In more pe-
ripheral countries and regions day return business trips to foreign cities are simply not possible.
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Thinking in terms of regional resilience and capacity to ride out external shocks three quite different 
“Europes” can be seen on the map. In the core there is plenty of redundancy built into the system. 
There is a choice between rail and air and the sheer number of options means that even if services 
were cut back there would still be some that could be accessed. At the other extreme are the very 
peripheral areas not connected at all, or with minimal connectivity. Their development strategies 
are usually not tied to day-return business trips, so their economies are not as vulnerable to shocks 
affecting the day-trip business. 

The most vulnerable regions are those in the third category, those in-between the core and the pe-
riphery. These are places that have some connectivity but it is limited and dependent on a few air 
connections whose disruption or cost escalation (through rising oil prices or fiscal policies seeking 
to help Europe reach its emissions targets) could mean that businesses from them cannot reach 
partners in other countries, and that businesses located in the core would no longer be able to reach 
these more peripheral urban centres and get back home the same day. This precarious dependence 
on a few connections is a theme that a territorial strategy for building resilience would address.

Rail is very important for national inter-metropolitan relations. Trains are able to compete with planes 
for a large set of proximity relations. However, the map shows also the strong national logic of (high-
speed) railway systems, providing first class links between cities located in the same country but be-
ing less useful for cross-border contacts. For instance, the high-speed railway link between Naples 
and Milan opened recently allows for an integration of the national urban network via rail – neverthe-
less Italian cross-border links rely mostly on air travel. 

Furthermore the map shows that the combination of rail and air plays a decisive role in the integra-
tion of the networks. Several major urban areas such as Lille, and the agglomeration areas along 
the Rhine and Ruhr benefit from high levels of accessibility by the combination of high-speed and 
classical rail and good airport connections. For such arrangements to work more widely high quality 
integration between the transport modes – in terms of hubs and also timetables- is necessary.

Despite the importance of the rail network, for most metropolitan areas, air is the main transport 
mode for inter-metropolitan links. However, those metropolitan areas that do not possess a strong 
international airport, do not necessarily have poor accessibility levels. It is possible to build high 
levels of inter-metropolitan accessibility without relying only on airports. 

Accessibility as a factor in economic development
In European policies good transport infrastructure is a key to regional development. The degree to 
which the potential to reach people in other areas of the ESPON space is important for a region’s 
economic performance has been tested by cross-analysing ESPON accessibility data and GDP. 

Accessibility describes how easily people in one region can reach people in other regions. It shows 
how well a region is connected to potential markets and cooperation partners in other parts of Eu-
rope. Regions with better accessibility to raw materials, suppliers and markets enjoy generally more 
competitive market positions. 

The map shows the relation between multimodal accessibility and economic development in 
2006. In relation to potential accessibility and GDP per capita in PPS, 69% of the regions are in a 
double positive or double negative situation, i.e. have both GDP and accessibility above, or both 
below, European average. The link between those two factors is also underlined by a correlation 
analysis. However, the analysis shows also that accessibility is not the only factor explaining the 
economic development of a region. 
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Map 9. GDP per capita versus potential multimodal accessibility, 2006 

Regional level: NUTS 3
Source: ESPON 2013 Database

Origin of data: Eurostat, 2006 (GDP); S&W Accessibility model (Accessibility)
© EuroGeographics Association for administrative boundaries
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Box VI. Understanding potential multimodal accessibility 

Potential accessibility describes how easily people in one region can reach people located in 
other regions. Within the accessibility model used by ESPON, potential accessibility is based on 
two elements: (a) population in NUTS 3 regions, and (b) effort in time to reach them. 

The accessibility model measures the minimum travel time between all NUTS 3 regions for 
rail, road and air separately. For multimodal accessibility they are integrated into one indicator  
expressing the combined effects for these modes for each NUTS 3 region. 

The potential accessibility of a NUTS 3 region is calculated by summing up the population in all 
other European regions, weighted by the travel time to go there. In order to avoid “edge” effects, 
European regions outside the territory covered by ESPON (e.g. St. Petersburg) are also included 
in this calculation. 

About a third of the ESPON space has both above average GDP and above average accessibility. 
These are often larger urban agglomerations which serve as transport hubs for a larger area. The 
map shows that these areas are mainly located in the core of Europe. Most capital city regions, and 
a wide range of urban regions in France and Northern England are characterised by average perfor-
mance with regard to both indicators. Usually these regions are surrounded by regions with below 
average GDP per capita. This may be seen as an indicator that the surrounding regions dispose 
underused	potentials	which	could	be	exploited	in	order	to	increase	their	economic	welfare.	Vicinity	
to neighbouring regions with high GDP could be a development opportunity as well. 

Perhaps most interesting of all are the economically successful regions with below average acces-
sibility. Often they are sparsely populated and remote. They can be found in the Nordic Countries, 
north-east of Spain, Scotland, Ireland and in and around northern Italy. Apparently, accessibility is 
not a decisive factor for the economic development of these regions. Regions in the Nordic Coun-
tries, for example, have overcome their peripheral location by capitalising on current strengths in 
relation to ICT, research, educational and environmental opportunities and less on improving their 
accessibility. 

2.3 Connected rural regions

Smart rural or remote areas often have a level of connectivity which is not fully displayed in acces-
sibility maps. There are two very different forms of connectivity in rural and remote areas. Firstly, 
there is the connectivity to the nearest urban centre. This gives access to services and hub func-
tions. Secondly, some rural areas have well developed global connections and are well integrated 
into global flows. This is often closely tied to a particular characteristic of the rural area, such as 
a tourist attraction or a worldwide branded local product. In such situations effective regulation of 
development is an important part of smart growth. It ensures that long-term assets are protected 
from short-term exploitation.

Another important type of proximity is the one between neighbouring regions. Co-operation between 
adjacent rural regions can enhance their position, for example in marketing their assets or accessing 
urban services. 

Urban areas and their hinterland are today not two discrete spaces; they overlap and interlink in 
a complex system of economic and social interactions. Examples are commuting, service provi-
sion, leisure and recreation activities. These linkages result in development patterns which underlie 
trends and changes over time. Urbanisation, counter-urbanisation and commuting are key drivers in 
rural-urban development. As a result of these flows, many accessible rural areas are well integrated 
into a wider functional urban area, with the advantages this brings in terms of access to jobs and 
higher order services 
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Rural-urban linkages within a functional region can support the overall economic development of 
the rural hinterland. However, there are also situations where the urban area grows but leaves the 
rural hinterland behind. People leave the countryside for the city, services are rationalised and con-
centrated, and villages cease to be fully viable. The risk of such an internal divergence appears to be 
particularly strong in areas with fast economic growth. At the same time it is also linked to different 
phases of urbanisation, sub-urbanisation and re-urbanisation processes which vary between the 
European countries. 

Connected smart rural areas 
For rural and small remote places good accessibility to the nearest centre is a vital development 
factor. The presence of effective rural-urban transport links and cooperation involving the public, 
private and voluntary sectors has potentially great significance for rural development. 

The benefits that can be achieved by rural-urban partnerships are highly dependent on local, and 
ultimately unique, contextual factors. The structures (both territorial and organisational) of govern-
ance, organisational support for rural businesses, and the quality and effectiveness of local and 
strategic level economic development provide a broad differentiator of rural areas. As drivers of rural 
differentiation they are by no means straightforward as their impacts will not be felt uniformly across 
rural areas. Among the influencing factors are:

•	 Connectivity	to	urban	centres	for	commuting	and	service	provision	
•	 Rural	centres	and	small	town	networks	as	local	hubs	for	service,	trade	and	administration	
•	 Local	tourism	including	the	reframing	of	farming	practice	and	their	implications	for	the	 

countryside as a place for consumption (of leisure, culture etc.) rather than production.

It is also important to recognise that closer integration of town and country within a functional region 
produces many challenges for policy makers. In the UK for example, there are many accessible 
rural regions that appear to benefit from their linkage to a local urban centre. Although there are 
pockets where retirement migration has created unbalanced age structures, the population of many 
accessible, intermediate or rural areas is relatively young, due to in-migration of young families in 
pursuit of a “rural lifestyle”. In those regions the structure of the economy is increasingly urban in 
character and similar to that to which Europe 2020 aspires. There is a strong tertiary sector, growth 
of knowledge-based secondary activities, while primary industries and resource-based manufactur-
ing have become less important to the regional economy. 

The influx of “incomers” to such regions may indeed see a growing rather than a declining popu-
lation. However, it does not follow that this necessarily enhances local living conditions. Typically 
the in-migration causes house prices to rise out of the reach of long-term residents and especially 
young people employed in more traditional (and low paid) rural occupations. Some rural services, 
especially retailing and financial services are in decline as the majority of the population commute, 
and access those services close to their workplace. Public transport is in decline as the majority of 
the new rural households have at least one car. These developments place non-commuting and 
long-term residents (especially the elderly) at a further disadvantage, and raise concerns about 
social cohesion.
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Map 10. Disparity levels between Metropolises and the surrounding region, 1995-2004 

Change in GDP per capita ratio 1995-2004
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This map shows how disparities in GDP per capita between urban areas and their rural hinterland 
changed between 1995 and 2004. The functional regions in the eastern parts of the ESPON 
space show a marked increase of disparities. Also in the UK substantial increases of disparities 
can be noted. In contrast in Portugal, Germany, Belgium and Austria, disparities have decreased 
in most cases. 
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It appears that the change of disparities in eastern Europe is linked to the overall economic de-
velopment of the regions. Strong economic growth in the cities has created opportunities which 
rural areas that are often still very agricultural cannot match. Growing disparities are the result. 
However, different phases in urbanisation processes may also play a role. In the UK, for example, 
there has been a strong attempt to regenerate urban centres and to attract and hold higher-
income groups there.

Box VII. EXAMPLES OF CONNECTED RURAL REGIONS 

North Yorkshire, UK 
North Yorkshire, in the North of England, has two towns of more than 50,000 population, but 
more important for accessibility is its closeness and connections to a number of significant cities. 
This accessibility, however, is not uniform, and the more upland areas and coastal parts of the 
region are poorly connected and suffer from poor services and limited economic opportunities, 
even though North Yorkshire as a whole is relatively affluent. The two upland areas are protected 
for their environmental and landscape quality, and traditional farming practices contribute to the 
conservation of these areas and the attraction of visitors and tourists, an example of the con-
sumption of countryside. 

Aspects of counter-urbanisation are important for the accessible parts of the region: particularly 
out-commuting, and in-migration from the cities. In the accessible areas agricultural employment 
is not significant, but in the uplands it can be very important, though small in absolute numbers. 
Tourism is an important employer across the region; the public sector and services also employ 
many staff.

Chelmsko-Zamojski, Poland 
Chelmsko-Zamojski is situated on the eastern border of Poland with strong connections between 
the towns in the region. It includes two major urban centres – Chelm and Zamosc – and numer-
ous small towns. The polycentric nature of the region is important, with numerous small towns 
providing service, market and administration functions, and the continuing dominance of semi-
subsistence agriculture (55% of the region’s population is employed in agriculture). Cross-border 
co-operation and trade with Ukraine has become more difficult since accession to the EU. The 
region is currently depopulating through out-migration, particularly of the 20-40 age groups, and 
through natural decline exacerbated by the relatively low number of women. However, strategic 
programmes and foreign investment are beginning to have an impact: there is some development 
of larger, more commercial farms, and the attractiveness of the landscape and cultural heritage 
have been identified as the basis for tourism development.

Jönköping, Sweden 
Jönköping County in the South of Sweden, is situated within a triangle formed by three major 
cities. It is this proximity to major cities that means that the region is classified as “accessible”, 
although for those living in the centre of the region this is not the case, and the comparatively 
deprived nature of the lives of these people is emphasised. Regional government is attempting 
to address the processes of rural depopulation and the centralisation of services by developing a 
hierarchy of service centres at different scales. There is also a policy emphasis on linking the rural 
areas more effectively to the urban areas, enabling commuting and flexible work/life patterns for 
rural residents, but also more easy access to the countryside for urban dwellers. The economy 
is now mixed, with many small, entrepreneurial businesses; the primary sector industries only 
employ 4% of the region’s population. The open countryside is valued as a public good: for  
access, recreation and conservation.
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Rural globalisation and rural business networks
Smart and globally connected places in rural areas have a role to play in delivery of the recovery 
envisaged in Europe 2020. Just as in the urban areas, networks are a crucial organisational form 
for business and for regional development. There are vertical networks that link businesses across 
geographical scales (local to global) via different stages in the production chain, and there are hori-
zontal networks that connect locally based producers, institutions and consumers. Understanding 
such networks, and facilitating them is important in the nurturing of regional resilience. Through 
the vertical networks rural regions can tap into additional resources of capital and knowledge. The 
networks provide channels for information flow and become factors promoting or inhibiting business 
innovation. Business networks can bond actors in a specific locality and concurrently can bridge 
actors with the non-local environment. 

Strong local networks facilitate transmission of information (on new technology, potential demand, 
matching partners, etc.), and decrease transaction costs through prevailing trust and loyalty. They 
facilitate collective action or even lobbying. Horizontal business networks may support an innovative 
milieu and advance a lagging area to a “learning region” where regional competitiveness is bound up 
with the local business network’s ability to absorb, disseminate and effectively utilize technical and 
market intelligence. On the other hand, very strong local networks may also discourage economic 
agents from seeking new opportunities, drive individuals to have low incentives and be exclusionary. 

In this context, a rural area’s success is a function of its ability to participate in the more profitable 
elements of globalised economic activities, and to avoid the exploitation associated with flexibility, 
and secondary segment employment. This means implanting the knowledge economy and building 
a “new rural economy”, which is nowadays the dominant source of rural employment and incomes, 
except in Southern and Eastern Europe. 

The rural areas in the east remain vulnerable in this respect for reasons associated with their re-
cent political and institutional history. More widely, the comparatively small size of most rural-based 
enterprises, and their lack of agglomerated critical mass, renders many sparsely populated regions 
relatively weak in the face of global competition. A common compensation strategy is based upon 
the idea that local rather than global capital may underpin successful local economies, seeking to 
develop products, which depend upon a local identity for their market niche, so “selling local to the 
global”. 

There are different types of global connections of rural areas. Among them are:

•	 Rural	innovation	regions	
 Innovative and high-tech companies with worldwide trading and collaboration links can be 

found in rural areas. Indeed, examples from Finland, Norway but also southern Germany and 
other parts of Europe prove that there is innovation and global trade in rural areas. Innovation 
is not an exclusively urban issue. 

•	 Worldwide	trade	with	natural	resources		
 Natural resources with a worldwide market are also found in rural areas. These can comprise 

very different types of products ranging from wood or peat to iron ore products. In many 
cases the trading links are mainly with companies in closer proximity which then put the 
products on the global market. However, there are also cases where the companies in the 
rural areas interact directly with their clients around the world. This is the case with iron ore 
pallets produced in Northern Sweden. 

•	 Worldwide	branded	agricultural	products		
 Rioja, Tokaji, Champagne, Gruyère cheese, Scotch whisky are just some high-end agricul-

tural products which come from specific rural areas and are known worldwide. The global 
branding of local products shows smart rural areas being directly linked into the global  
market. 
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•	 Rural	tourist	destinations	known	worldwide		
 Whereas some rural areas produce goods which are consumed or used all over the world, 

others attract visitors from around the globe. Both are examples of smart rural areas well in-
terlinked with the rest of the world. The beauty of the natural landscape and cultural heritage 
can position rural areas as tourist destinations all over the world. Examples for this are the 
castle of Neuschwanstein in Germany, Kleinwalsertal in Austria, the Icehotel in Sweden or the 
Blue Lagoon on Iceland. 

Box VIII. La Rioja, Spain 

A well known example of a rural area well integrated into the global market is La Rioja. Here, there 
was a long history of significant trading in wine not only with adjacent urban areas, but also with 
France. More recently, there have been significant increases in the production and sales of wine 
to new overseas markets.

La Rioja region is split into an accessible and densely populated lowland area in the north, and 
a southern mountainous area of low and depleting population. Agriculture and industry are the 
most important economic activities. The main agricultural activities are viticulture and some hor-
ticulture. Wine production (from the grape crop to the bottle) has been important in the region 
since the mid-1800s, and much of the wine has been exported to France ever since. Signifi-
cant modernisation processes have taken place during the last 20 years, and EU accession and 
global capital penetration have contributed to the development of a high quality product for an 
international market. The accessible part of the region has also experienced substantial counter-
urbanisation and also significant international immigration (mainly from Morocco and Romania), 
in contrast to the depleting and ageing population of the more mountainous part.

Rural business clusters provide a new model of economic development for rural areas in which de-
velopment is a collaborative process involving government at multiple levels, companies, teaching 
and research institutions and institutions for collaboration. As such, competitiveness is a bottom-up 
process in which individuals, firms, and institutions take and share responsibility to address the 
specific barriers faced by their region and companies in a given market and not just the general 
challenges. In delivering the Europe 2020 strategy, local and regional governments and develop-
ment agencies across rural Europe will need to look at their own specific situations and see how they 
might work with other partners to develop rural business clusters.

Clusters stimulate and enable innovations in several ways. They increase the likelihood of spotting 
innovation opportunities, assist knowledge creation, facilitate experimentation and provide a strong 
incentive to strategic differentiation that is often the result of incremental innovations. Finally, clus-
ters support entrepreneurship because they provide opportunities for new companies, encourages 
spinoffs and start-ups and the commercialization of new products from new companies. 

The operation of rural tourism clusters is a vivid example of successful rural clusters where busi-
nesses from the primary, secondary and tertiary sectors can benefit by utilizing common natural and 
environmental resources. Farms provide local food, manufacturing firms process local products or 
produce artisan goods while small hotels, restaurants, tour operators, recreational agents etc, pro-
vide services that reaffirm and enhance the rural tourism experience. With careful management the 
risks of depleting or devaluing natural and cultural assets through over-exploitation can be avoided. 
Similarly, the risk of growing dependence of a region’s economic development on a single sector can 
be avoided by monitoring trends and benchmarking with similar regions.
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2.4 Cross-border links 

Cross-border areas are another type of territory where the smart development of links can capitalise 
on development potentials. Enlargement of the EU has led to a number of border regions setting up 
dynamic functional relationships with their neighbours. The focus is on the smart use of the diversity 
which border regions have; diversity in terms of culture, lifestyles, quality of life, housing costs, wage 
differentials, labour supplies, economic performance or national fiscal systems. 

The close proximity of diverse actors within a region is a development potential even within a coun-
try. As national borders imply an additional level of diversity, this can be turned into a comparative 
advantage. It requires, however that both sides of the border are well connected in transport terms 
and that there is a mutual interest to pursue the potential of the cross-border diversity. 

Within the ESPON space 23% of cities have the potential to build cross-border metropolitan regions 
by linking up with cities on the other side of the border which are within commuting distance. These 
regions are mainly concentrated along borders stretching from the Benelux countries to Northern 
Italy, but also along those situated between Slovenia, Hungary, Slovakia and Poland. 

There are some notable differences in patterns of commuting and “cross-border living” amongst the 
cross-border regions.

Cross-border commuters
Cross-border commuters contribute to cross-border integration and exploitation of cross-border di-
versity as development potential. Thus, they make cross-border regions smart connected places.

Cross-border commuters in metropolitan areas, 2000 and 2006
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Cross-border commuting is an indicator to measure the intensity of the home-work flows across a 
national border. In the ESPON space, the number of cross-border commuters amounted to 778,500 
in 2007, which is a rather low volume given the number of potential cross-border functional regions. 
In the 1990s, Switzerland, Germany and Luxembourg were the first destinations for cross-border 
commuters. Since then flows to Switzerland, Luxembourg, Austria and the Netherlands increased 
(coming primarily from France, Germany and Belgium), while flows to Germany declined. 

Cross-border residents 
Cross-border residents (citizens holding the passport of the one country but living across the border 
in the other country) go one step further than cross-border commuters in the utilisation of the diver-
sity of cross-border regions. They contribute to developing smart connected places into integrated 
places. 

This attractiveness is influenced by jobs, living standards and costs, and reduced commuting times. 
However, there are also barriers to cross-border living: cultural or linguistic differences and fiscal 
systems. Analysis of the ten case study areas – presented above – shows some cases with significant 
shares of cross-border living, in particular in Geneva and Luxembourg. In both cases, the language 
barriers are comparably low. In the German-speaking city of Basel, the most important foreign resi-
dent community is the German one, whereas there are more cross-border commuters coming from 
France. This illustrates the importance of linguistic barriers in residential dynamics. 

The graphic illustrates that the commuting intensity varies considerably 
between the different cross-border regions, depending on the different size, average annual eco-
nomic growth and its distribution among the regions. With more than 127,000 cross-border work-
ers in 2006, the Greater Luxembourg is undoubtedly the border area where the greatest number 
of people commute every day over a national border. It is followed with some distance by Basel 
(49,000), Geneva (47,500), Nice-Monaco-Sanremo (34,000) and Lille (27,500). Saarbrücken 
(21,500), Aachen-Liège-Maastricht (17,500) and Copenhagen-Malmö (13,500) have lower 
numbers	of	cross-border	workers,	while	Strasbourg	(6,000)	and	Vienna-Bratislava	(1,000)	have	
considerably less cross-border commuters. During the period 2000 to 2006, the largest changes 
in absolute numbers were in the cross-border regions of Geneva, Lille and Copenhagen-Malmö. 

In most cases, the distribution of cross-border workers by country of origin is extremely asym-
metric. This is particularly true for the cross-border regions of Luxembourg, Geneva, Nice, Saar-
brücken, Copenhagen-Malmö and Strasbourg, where 90% of the flows are moving from one 
country to the other. Even though the figures are not weighted by regional population they give a 
first idea on the level of cross-border connection.

The exceptions worth mentioning are the cross-border regions of Lille and Aachen-Liège-Maas-
tricht, which show a more balanced pattern of cross-border commuting. This reflects the dy-
namic economic development in the urban centres on both sides of the border, including rather 
similar levels of salaries, taxation, and real estate prices. Furthermore, there is a polycentric 
urban structure which is also underlined by the public transport networks in the regions. 
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Box IX. Concentration, Connection, Co-operation: Cross-Border Regions

Active co-operation to improve connections can help to create new cross-border metropolitan 
areas that then have the scale and concentration of functions to improve their economic capacity. 
For example, they are able to offer a larger pool of labour and for workers access to a wider range 
of job opportunities. A knowledge-intensive economy driven by an international financial centre 
can create significant opportunities for cross-border employment, as happens in the case of  
Luxembourg, Geneva and Monaco. The high-technology industries in Basel have a similar  
effect. Co-operation can also create the kind of concentration required to host major international 
events. For example, Luxembourg and its cross-border partners in the Greater Region undertook 
the role of European Capital of Culture in 2007. The international architecture exhibition, IBA 
Basel 2020, is another example. Switzerland and Austria jointly hosted the European national 
football championships finals in 2008. 

Co-operation across borders could also help to improve access to hospitals and to emergency  
services (where time-distance can be critical) in some rural regions, for example along the  
Belgian-German border. Indeed there is evidence that trans-national scale planning of these  
essential services can be more effective than just looking across borders. Other possible themes 
for cross-border co-operation are spatial planning, culture, training, economic development and 
tourism and the integration of public transport networks. The latter are especially important for 
connecting a cross-border region. For example numerous public transport services enable many 
people from Lorraine, Wallonia, Rhineland-Palatinate and Saarland to work in Luxembourg. 
There	are	similar	public	transport	success	stories	in	Vienna-Bratislava	and	Copenhagen-Malmö.	

Institutionally, cross-border co-operation can take various forms: informal charters, a non-profit 
association as in the Eurodistricts in Basel, Saarbrücken and Strasbourg, or the Øresund Com-
mittee. The European Groupings of Territorial Co-operation has enabled some border local gov-
ernments to form cross-border bodies with legal status.

2.5 Territorial impact assessments for smart place development

The development of smart places requires knowledge about how different policies – and their  
combination – affect the development of the region. 

A wide range of sector policies at European and national level have territorial impacts. This has  
already been shown by a number of previous ESPON studies. 

Sector policies have their own budget lines and instruments to achieve their aims, and usually they 
are not asked to consider their territorial context and impacts. Territorial concerns are normally not 
among their aims and priorities, although they have the potential to assist the realisation of territorial 
cohesion and competitiveness. Even if unintentionally they can shape the development possibilities 
for places. 
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Box X. Finding the right policy mix 

Aims of policies are normally best achieved through the creation of a “policy mix” including sup-
port from several policy areas or sectors. Even in its own sector, a single policy cannot achieve 
as much as the smart mix of different policies and their instruments. Furthermore, there are 
considerable costs of non-coordination where different policies affect each other in a negative or 
counter-productive way. 

Greater awareness of territorial impacts of sector policies could promote better understanding 
and use of synergies amongst different policies by policy makers, and thus make better use of 
limited public resources and contribute to more competitiveness and territorial cohesion. Smart 
policy-making means not only maximising benefits within one sector, but also achieving helpful 
spin-offs to other EU priorities. Such win-win outcomes give best value for public money, while 
ignorance can be costly.

Territorial impact assessments can contribute to a better judgement of how a policy affects develop-
ment in different regions. Evidence of the effects of polices can be a first step towards identifying 
possible synergies – or the opposite - between policies and starting a constructive dialogue across 
policy fields. ESPON is developing approaches to territorial impact assessments and also the num-
ber of EU policy areas for which territorial impact assessments are conducted. 

Box XI. ESPON Territorial Impact Assessments 

Finalised
EU Transport Policy (ESPON 2013 – TIPTAP)
EU Agricultural Policy (ESPON 2013 – TIPTAP)
EU Transport and TEN policies (ESPON 2006 – project 2.1.1)
EU Research and Development policy (ESPON 2006 – project 2.1.2)
EU Common Agricultural & Rural Development Policy (ESPON 2006 – project 2.1.3)
EU Energy Policy (ESPON 2006 – project 2.1.4)
EU Fishery Policies (ESPON 2006 – project 2.1.5)
EU Structural Funds (ESPON 2006 – projects 2.2.1 and 2.2.3)
EU Aquis Communitaire and Pre-Accession Aid (ESPON 2006 – project 2.2.2)
EU Environmental Policy (ESPON 2006 – project 2.4.1)

Forthcoming
EU Directives (ESPON 2013 – ARTS)
Targeted analysis of territorial impact assessments (ESPON 2013 – ESPON TIA)

EU transport policies are one example showcasing what a territorial impact assessment may look 
like. The territorial effects of EU transport policy by 2030 have been investigated. Different scenarios 
have been studied with regard to a wide range of different indicators addressing territorial efficiency, 
territorial quality and territorial identity, which are seen as the elements of territorial cohesion in the 
applied research conducted. 
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Results show: 

•	 Economic	growth.	Overall,	the	territorial	impact	assessment	of	transport	policies	confirms	
the general economic benefit of ongoing infrastructure investments. The scenarios show an 
increase in the productivity of the transport networks adding to the competitiveness of the re-
gions and increasing market potentials and economic wealth (GDP per capita). Furthermore, 
they show the emergence of a new economic growth area in central Europe described by the 
cornerstones	Prague,	Krakow,	Budapest	and	Vienna.	

•	 Intra-regional	integration.	Increasing	intra-regional	integration	through	the	improvement	of	
secondary networks is expected to happen up to 2030 in the countries particularly engaged 
in ongoing infrastructure investments (e.g. Spain). Increasing infrastructure investments in 
the east may also contribute to improved secondary networks and intra-regional integration in 
these countries. This is important as it allows developments to spread from the major centres 
towards cities of second and third rank. 

•	 Congestion	and	emissions.	On	the	downside,	transport	congestion	and	emissions	are	likely	to	
increase to unacceptable levels in some regions. In large parts of Europe the infrastructure 
appears to be insufficient to accommodate the forecast traffic increases. Congestion is there-
fore expected to increase substantially, and show particularly bad impacts in the UK,  
Denmark, Romania and Bulgaria. Furthermore, second and third rank airports may substi-
tute to give increased inland mobility. However, one of the scenarios shows that when pro-
active counter measures are taken in the form of pricing and regulation, the picture changes 
significantly. The predictions under this scenario are that emissions are kept below existing 
levels, though problems do persist mainly in the eastern parts of the continent. 

As compared to previous territorial impact assessments, a new and innovative element has been 
introduced in the latest ESPON research work. This is the FLAG model. This combats the risk that 
the combination of scores for different indicators may provide a “satisfactory” picture overall of 
the future, despite the fact that one or more of the indicators exceeds critical thresholds. To avoid 
a result where positive developments for some indicators can balance out unacceptable negative 
developments of another indicator, e.g. levels of emissions, warning flags have been introduced. 
When the expected impact of one indicator exceeds a certain threshold, a “warning flag” is raised.

The three maps show the territorial impact of three transport policy scenarios in terms of green-
house gas emissions. They use the Flag Model to identify regions where emissions are expected 
to exceed the acceptable threshold, which is set as the present level of emissions.

These scenarios analyse and forecast traffic development on TEN-T corridors up to the year 2030 
based on work of the European Commission. 

There is a Baseline scenario for 2030. This includes all road and rail investments already imple-
mented or already planned for construction. It sees widespread emission problems, with the con-
centration particularly high in the core. However, the degree to which the threshold is exceeded 
is actually greater in the more peripheral regions of eastern Europe in Poland, the Baltic States, 
Bulgaria and Romania as well as the south of Ireland, south-western Sweden and northern Greece.

The Enhanced Infrastructure scenario anticipates higher economic growth than the Baseline 
scenario and therefore encompasses additional and more comprehensive infrastructure links. 
Under this scenario, the problems in the core are much less, but those on the periphery look 
much the same. On this scenario, as in the previous one, emissions levels in many peripheral 
eastern regions look set to double or more.

In the Pricing scenario new regulatory tools such as rules on safety and road pricing come into 
play, with rather dramatic impact. These measures succeed in containing emissions across much 
of Europe to at or below current levels. In particular in the eastern parts of the continent, the 
intensity of the emissions is substantially reduced.
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2.6 European macro-regions – paths for synergies?

Developing	a	polycentric	Europe	with	connected	smart	places	needs	team	work.	Various	develop-
ment potentials and challenges can only be solved in cooperation between different stakeholders. 
Cooperation in transnational areas, as well as macro-regional development strategies that bring 
together stakeholders from different countries and sectors can be one way forward. Their main aim 
is to support the development of smart and connected places to the benefit of Europeans and so 
contribute to the overall development and competitiveness of Europe. 

The EU Strategy for the Baltic Sea Region, and also the forthcoming EU Strategy for the Danube 
Region, are recent examples for such macro-regional strategies. Both the selection of development 
challenges for the macro regions and the governance arrangements underline a strong place-based 
development approach. The focus is on common development challenges and potentials. Evidence 
on the development potentials and challenges at macro-regional level, as well as on governance 
mechanisms in a macro-region, are key inputs for exploring in full the added value of a place-based 
macro-regional strategy. 

The focus of the macro-regional strategy for the Baltic Sea Region is on environmental sustainability 
(e.g. reducing pollution in the sea), prosperity (e.g. promoting innovation in small and medium en-
terprises), accessibility and attractiveness (e.g. better transport links) and safety and security (e.g. 
improving accident response).

To deliver on these themes, develop target measures and monitor the success, detailed knowledge 
about territorial development in the Baltic Sea Region is needed. ESPON provides insights which 
can be used for making the strategy a success and also allow for regional monitoring. The imple-
mentation of the strategy needs to take into account territorial diversity and potentials within the 
Baltic Sea Region, e.g. as regards the location of economic developments, the functional specialisa-
tions within the urban system, rural-urban settings, patterns of accessibility, connectivity provisions 
and environmental conditions as well as governance. 

While the imbalanced economic wealth and urban systems in the Baltic Sea Region are widely 
known, other facets of its territorial diversity are often neglected – albeit they are crucial for under-
standing the development processes. One example is the interplay between (a) rural-urban settings, 
(b) economic structures, and (c) accumulation & depletion. 

In the Baltic Sea Region, the rural-urban settings differ considerably. In a European perspective 
Estonian, Latvian and Lithuanian regions are mainly characterised as regions that are “intermediate 
close to a city”. Most regions in Poland and northern East German have predominantly rural settle-
ment structures yet are close to a city. The same is true for some Nordic regions. However, in the 
Nordic Countries a large number of regions are in a European perspective remote. Even when it 
comes to local accessibility to the nearest urban centre they are much more remote than the south-
ern parts of the Baltic Sea Region. 

There are also clear differences with regard to the economic structures in the rural areas that may 
call for diversified actions. Whereas Latvia, Lithuania and Poland have mainly agrarian rural regions, 
the rural regions in north-eastern Germany, the Nordic Countries and also most of Estonia are char-
acterised as consumption countryside, where recreation and tourism are particularly important. 

While the rural regions south of the Baltic Sea are mostly depleting, the disparities in economic 
wealth between the urban areas and their hinterland are increasing strongly in particular in Estonia, 
Latvia and Lithuania. On the other hand north of the Baltic Sea, the rural regions enjoy economic 
wealth above the European average and differences between the urban areas and their hinterland 
are only increasing slightly. Furthermore, it has to be noted that in absolute terms the urban areas 
north of the Baltic Sea region have a higher economic performance and are better integrated into 
global networks.
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All of this implies that the implementation of the aims of the Baltic Sea Strategy needs to be tuned to 
these complex realities. What cities in the macro-region should play what role in the development? 
Can the metropolitan strength of the macro-region in global competition be reinforced through co-
operation arrangements involving metropolitan regions? How can the rural regions in the south and 
east learn from those in the north and west and make the transition to the new rural economy? What 
are the opportunities from proximity to urban areas and how could they be realised? Could public 
transport improvements make them attractive to commuters? What and where are the potential rural 
business clusters and how can they be supported and networked? 

Another type of territorial division within the Baltic Sea Region can be observed in the energy field. 
The Nordic Countries and Baltic States have considerably higher shares of employees in sectors 
with higher energy spending than the Polish and German regions along the Baltic Sea. At the same 
time, they have a higher wind power potential which can be further developed. What kind of energy 
balances do the countries have, and is there scope for connecting networks to increase security and 
resilience?

These are just a few flashlights stemming from ESPON findings which can be relevant for the im-
plementation and further development of the Baltic Sea Strategy. Together they allow for a nuanced 
discussion of territorial capital that could contribute to the EU Strategy for the Baltic Sea Region.

Similarly ESPON has discussed with a number of regional stakeholders development scenarios for 
the Latin Arc – stretching from southern Portugal to southern Italy along the Mediterranean coast. 
Based on ESPON results four types of territorial capital were discussed:

•	 Infrastructure	capital	and	settlement	structure,	encompassing	also	the	characteristics	of	the	
urban system and the quality of the environment.

•	 Cognitive	capital,	in	the	form	of	knowledge,	competence,	capabilities,	educational	and	 
research structures, embedded in both productive capital and human capital. 

•	 Cultural	and	identity	capital,	encompassing	cultural	heritage,	landscape	and	natural	capital.
•	 Social	and	relational	capital,	in	the	form	of	both	civil	society	and	associative	capabilities.	

The opportunities mentioned by using a territorial or place-based approach in relation to the European 
Union Strategy for the Baltic Sea Region and the scenarios for the Latin Arc are examples of how 
ESPON results can be used to inform the development of macro-regional strategies and scenarios. 

Governance matters
In addition to territorial knowledge, good governance processes are needed for macro-regional strat-
egies and also more generally for the development of smart connected places. In addition, develop-
ment strategies also need to consider the limitations of public policy influences: 

1. The locational behaviour of firms is the outcome of a myriad of individual firm-level decisions 
taken for a variety of reasons and not as a result of the designs or preferences of public 
policy makers. 

2. In general, the public sector can only influence location decisions indirectly. Examples of 
factors of significant influence shaped by the policy sector are major communication infra-
structure, training and housing of labour, international connectivity through a globally con-
nected hub airports, clarity, decisiveness and speed of economic development, planning and 
decision making. 

3. The capacity to influence the geography of economic change is distributed vertically, across 
different levels of government. It is also separated horizontally into different policy areas in 
which decision-making criteria rarely consider the territorial dimension of policy choices and 
investments. 

4. Understanding about the nature and likely future implications of agglomeration economies 
remains relatively undeveloped – or at least poorly articulated – within many public policy 
communities and is not a factor in many policy or funding decisions.
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However, smart regulation remains a key responsibility. As seen with traffic congestion and emis-
sions there is a strong business case for use of pricing mechanisms to limit damage that no indi-
vidual firm can address in isolation without ceding advantages to business rivals. Similarly public 
sector employment is a key source of skilled and creative jobs in many sparsely populated regions, 
and public spending and wages support local businesses. The public sector is therefore likely to be 
an important stakeholder in any territorial development partnerships or co-operation activities.

Further reading: 

Further information on the issues addressed in this chapter can be mainly found in the reports 
of the ESPON projects on cities (FOCI), rural areas (EDORA), cross-border regions (METRO-
BORDER), agglomeration economies (CAEE), territorial impact assessments (TIPTAP), and 
spatial scenarios (SS-LR).
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Map 11. Transport policy options and their implications for emissions, 2005

Baseline Scenario Enhanced Infrastructure

Pricing Scenario
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