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1 Introduction 

1.1 Background to the study 
Every three years the European Commission is required to report on the extent of 
progress towards increased cohesion between the regions of the EU.  In the 2003 
report an important aspect is an analysis of the factors underlying differences in 
regional competitiveness, which will be of direct use in ensuring the appropriate 
formulation of future cohesion policy. This study provides the analysis. 

1.2 Purpose of the study 
There are two main aims to the study: 

Work from previous studies can be grouped into three broad themes of indicators 
which are important for competitiveness: 

1 basic infrastructure and accessibility; 

2 human capital; 

3 other factors, eg R&D and innovation, demography. 

The study looks at the impact of a variety of factors within each theme, taking into 
account regional differences which will affect their relative importance.  The aim is to 
look at changes over time as well as static analysis, and to investigate interactions 
between the indicators.  Some factors are not easily measurable, eg local governance, 
the nature of the risk-taking environment, and the aim was to investigate these 
elements through a select number of case studies. 

In support of the analysis, data collection is an important aim of the study, in 
particular to construct a NUTS-2 level database of as many outcome and input 
indicators as possible, for as many regions as possible (including both Member States 
and Candidate Countries), and for as long a time period as possible (in particular 
bridging the gap between ESA95 and ESA79 accounts), all without compromising 
consistency and coherence. 

1.3 Remaining parts of the report 

The remaining sections of the report are structured as follows. 

Chapter 2 provides a comprehensive survey of the literature surrounding 
competitiveness, with particular emphasis on the regional aspects where they have 
been developed.  The concept of competitiveness is explored and defined and the 
theoretical literature is synthesised to draw out the various elements, and how this 
relates to understanding regional performance.  The empirical literature is also 
explored, again through the majority of studies which look at national issues, together 
with those that focus on regional indicators.  Having provided an overview of the main 
factors supporting/explaining regional competitiveness, the chapter concludes with 
ideas and suggestions on how to synthesise its findings within the empirical work that 
follows, principally through the use of a concept known as the ‘regional 
competitiveness hat’. 
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There follows a report on the work in auditing and collecting European regional data, 
with the purpose of constructing a time series database from which analysis and 
empirical work can be undertaken.  This includes a country-by-country audit of 
regional data availability, to be combined with the official Eurostat data already 
provided through the Regio database.  The process of identifying the most important 
data sets is described, as are the methods through which missing data are completed 
and constructed to ensure that the highest standards of consistency and comparability 
are maintained.  The database, and a description of the data therein, is stored as an 
electronic annex on CD-Rom accompanying this report. 

The two empirical parts of the study comprise data and econometric analysis. 

The chapter on data analysis provides summary descriptions of European regional 
competitiveness, investigating the current distribution of wealth and the dynamics 
which underlie it.  Issues such as catching up and convergence, both within and across 
countries, are explored as part of this.  Another key part of this chapter is to look 
behind the indicators of success for explanations of performance, ie key input drivers, 
along the lines of the three themes of infrastructure, human resources, and other 
factors.  These are in turn linked to the theoretical perspectives and regional 
conceptions of competitiveness drawn out in Chapter 2. 

The chapter on econometric analysis allows a more robust, causative, framework to be 
established through which to examine the possible factors behind regional 
competitiveness.  The two methodologies adopted here are growth accounting and 
Barro-style regressions. 

The case study chapter helps to bring everything together.  Seven regions have been 
selected for more detailed investigation.  All the preceding aspects of the study 
(regional concepts, data analysis, econometrics) are combined with interviews, wider 
data collection, and a drawing out of non-quantifiable elements to provide a more 
complete picture of regional competitiveness.  More than the other chapters, the 
encompassing nature of this chapter allows policy to be evaluated and intervention to 
be assessed in a way that purely empirical work cannot.  Each region has its own case 
study text which is provided as an annex to the main report.  The chapter presented in 
the main body is a distilled version which cuts across the individual conclusions to 
draw out the findings which fit in with the themes and concepts of regional 
competitiveness that are developed through the report. 

A concluding chapter provides a summary of the main findings, together with a 
references section listing the body of work investigated during the course of the study. 
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TABLE 2.8: OVERVIEW OF REGIONAL FACTORS OF COMPETITIVENESS 
Infrastructure & 
accessibility 

•  Basic Infrastructure 
  - road 
  - rail  

- air 
- property 

 
•  Technological 

Infrastructure 
  - ict  
  - telecoms  
  - internet 

 
•  Knowledge infrastructure 

- educational facilities 
 
•  Quality of Place 
       - housing 

- natural surroundings 
- cultural amenities 

       - safety  
 
 
 
 
 

Human resources 
 

•  Demographic trends 
  - migration of skilled     
    workers 

        - diversity 
•  High skilled workforce 

- knowledge-intensive  
  skills 

 
  

Productive environment 
 

•  Entrepreneurial Culture 
- low barriers to entry 
- risk taking culture 

•  Sectoral Concentrations 
     - balance / dependency 
     - employment concentration  
     - high value-added activities 

•  Internationalisation  
    - exports/global sales 
    - investment 

- business culture 
- nature of FDI 

•  Innovation 
     - patents 
     - R&D levels 

- research institutes and  
  universities 
- linkages between  
   companies and research  

•  Governance and institutional 
capacity 

•  Capital availability 
•  Specialisation 
•  Nature of competition 
 

 

Firm heterogeneity has been a recurrent topic in the Growth-of-Firm literature. Back 
in 1931, Gibrat showed that the size distribution of manufacturing firms followed a 
log-normal distribution and that this was valid both across sectors (agriculture and 
commerce) and at the regional level (Alsace-Lorraine)3.  As Sutton, 1997 states, 
Gibrat’s observation implies that “the expected value of the increment to a firm’s size 
in each period is proportional to the current size of the firm”.  Following the 
interpretation of Ijiri and Simon, 1977 depicting a firm’s market as a sequence of 
independent and equal opportunities over time, Gibrat’s finding assumes that “the 
probability that the next opportunity is taken up by any particular active firm is 
proportional to the current size of the firm” (Sutton, 1997, p.43).  From this 
proposition follows the prediction of proportional effect that growth rates should be 
independent of size.  Mansfeld, 1962, pp. 1030-1031, formulated this as “the 
probability of a given proportionate change in size during a specified period is the 
same for all firms in a given industry – regardless of their size at the beginning of the 
period”.  These predictions became known in the literature as the Law of Proportional 

                                                      
3 See Sutton 1997 for a survey of the work that Gibrat’s observation brought forward in economics and in the Growth-

of-firms literature in particular.   
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Effect or Gibrat’s Law 4. Empirical evidence has remained largely inconclusive. 
According to Sutton, 1997, and Audretsch et al., 2002, Gibrat’s Law holds for firms 
that are large enough to exceed the minimum efficient scale level (MES) of output.  
Lotti et al. 1999 argue that Gibrat’s Law fails when, mostly smaller and younger, 
firms have to rush in order to achieve a size large enough to enhance their likelihood 
of survival.   

The latter is consistent with the passive learning model of Jovanovic, 1982, and with 
the active learning models of Ericson and Pakes, 1995, Pakes and Ericson, 1998.  The 
passive learning model states that firm size evolves in a stochastic manner towards an 
unknown optimal size which corresponds to the a priori unobservable entrepreneurial 
ability of the business leader.  Through time the entrepreneur learns in a Bayesian way  
how good he is5 and makes size adjustments accordingly. Good entrepreneurs have 
large firms and survive a long time.  Bad entrepreneurs exit at an early stage of their 
business.  Since there are diminishing returns to learning over time, firm growth is 
negatively related with firm size and age.  In the active learning models 
entrepreneurial ability is not fixed over time.  The firm learns through investing in 
R&D.  Yet the return on R&D investment depends on the profitability of the business 
opportunities targeted, which are stochastically distributed.  The implications of the 
model are consistent with a negative relation between firm growth and firm size and 
age, but other relations are possible as well.  

The regional implication is that the distribution of entrepreneurial talent clearly 
matters, be it its unknown unobservable talent or revealed talent through R&D 
investments6.  It determines the size distribution of a region as well as the growth and 
turnover of its firms. A firm’s growth in terms of employment and/or turnover is 
positively related to an increase in the firm’s GVA.  Consequently regions where 
economic activity is mainly situated in large, mature firms  show a relatively lower 
GVA growth path than regions with say, a buoyant SME activity.  This implies, 
ceteris paribus, lower growth paths in GVA per capita.  Also job and firm turnover in 
the latter regions might be significantly higher than in the former type of regions, 
leading to more thriving labour markets and business communities.  The experience in 
the Accession Countries might serve as an extreme example.  The development of 
their new private economies rests virtually entirely on the activity and dynamism of 
newly set-up private firms (see e.g. Bilsen and Konings, 1998). 

2.4 Synthesis: finding pathways forward 

The challenge of this section now lies in synthesising the literature review, but at the 
same time providing useful instruments and tools for the ensuing data analysis. This 
challenge will now be taken up in four ways, namely by: 

1 Discussing some remaining questions and dilemmas; 

2 Presenting a distinct concept, the ‘regional competitiveness hat’; 

3 Presenting a typology of regions. 
                                                      
4 Audretsch et al., 2002 note that Gibrat’s Law is “something of a misnomer” because Gibrat actually proposed an 

assumption rather than a bona fide Law. 
5 Hence the term passive learning.  He discovers his inherent, a priori unknown talent level, which is assumed to be 

constant over time. 
6 Lucas, 1978, came to the same conclusion with respect to the distribution of managerial talent.  
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4 Suggestions for data analysis 

The overview of both theoretical and empirical literature confirms the introductory 
notion that competitiveness is a difficult and often confusing term – especially so at 
the regional level. The term ‘competitiveness’ often raises more questions than 
answers, perhaps one reason why the term has only relatively recently infiltrated the 
language of macro-economic theory. 

The main contribution made by classical and neo-classical theory comes from the 
concept of comparative advantage. Comparative advantage tells us something about 
those activities in which a country can successfully engage given – depending on the 
model – its factor endowments, technology / level of economic development, and local 
demand structures. However, in the neo-classical model, perfect competition and a 
world system of free trade results in factor price equalisation. In short, it is essentially 
a world in which competitiveness is a meaningless concept since factors will enjoy the 
same returns and incomes will be the same worldwide. Again, as with classical theory, 
there can be no ‘national’ or ‘producer’ appropriation of the benefits of improved 
technology/productivity. 

These ‘gaps’ have been filled by two key themes of macro-economic literature: 
economic growth and international trade. Indeed, competitiveness becomes a more 
understandable concept when we use economic models incorporating economies of 
scale, imperfect information, imperfect competition and entrepreneurial innovation, 
such as endogenous growth theory and new trade theories. Removing the assumption 
of perfect competition brings attention to the issue of the relationship between market 
structure and competitiveness. If we think of competitiveness as a form of rent seeking 
activity then there exists an obvious relationship to market concentration and 
monopoly power. As Cohen (1994) notes “nothing generates more value-added per 
worker (technically, rents to capital and labour) than monopoly – ask Bill Gates”.  

Thus, when we think of competitiveness in terms of high value-added creating 
activities and sectors then it remains important to consider market structure, also. Yet, 
the ‘consensus view’ of competitiveness can be seen to put a condition on 
competitiveness based on the ‘test’ of international markets. This ‘test’ appears to 
contain two elements:  

(a) the ability to sell one’s goods abroad; 
(b) effective competition from foreign competitors. 

 

This raises the question of how competitiveness is to be judged when a nation (or 
region) has a monopoly of production. Certainly such a monopoly is more likely to 
add to macro-economic competitiveness in the income generating sense but does it fail 
to meet the requirement of free and fair market conditions? Returning to the criticism 
that the concept of competitiveness is only about productivity, we can see that 
competitiveness is not only concerned with productivity but also market structure and 
institutional arrangements. 

Thus, a nation or region may be composed of highly competitive firms in the micro-
economic sense but if these firms are engaged in activities that create low value-added 
per worker then it will not make the economy competitive in the macro-economic 
sense. As put by Reinert (1994): “national competitiveness is limited to activities 
where ‘being competitive’ in the micro sense simultaneously increases the national 
standard of living”. We can see, therefore, that national or regional competitiveness is 
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not simply a question of having highly efficient (competitive) firms, but it also about 
being efficient in activities that generate high profits and high wages. It implies, also, 
that in trying to understand the factors that lie behind national or regional 
competitiveness we are not simply interested in those factors that may enhance the 
competitiveness of firms per se. More particularly, our interest is on those factors that 
contribute in a way that simultaneously enhances macro-economic competitiveness. 

Macro-economic theories have therefore not only been a source for answering 
questions on regional competitiveness, but also one for raising one’s. Economic 
geographers and others, in an attempt to explain regional differences in economic 
performance have therefore borrowed from a range of complementary fields of 
research, such as sociology, institutional economics, business strategy economics, and 
evolutionary economics. Yet, the consistency of these approaches is questionable, 
especially when put together. The Porter diamond may therefore be less theoretically 
sound, whatever its use among policy makers.   

Despite the fundamental questions and dilemmas about conceptual definition, the 
literature survey has highlighted several issues that are relevant for the understanding 
of regional competitiveness: 

•  There is no single theoretical perspective that captures the full complexity of the 
notion of ‘regional competitiveness’; we have now assembled three conceptions 
that are quite different from each other. 

•  In one sense, regional competitiveness has to do with the ability of a region to 
generate sufficient levels of exports (to other regions or overseas) to sustain rising 
levels of income and full employment of its resident population. But (as Porter, and 
Krugman point out) the productivity of locally-orientated economic activity is also 
crucial (especially given the trend, highlighted by some writers, for large city-
regions to become increasingly dependent on non-traded services).  In both cases, 
however, the role of regionally-based external increasing returns is key. 

•  The notion of regional competitiveness is as much about qualitative factors and 
conditions (such as untraded networks of informal knowledge, trust, and the like) 
as it is about quantifiable attributes and processes (such as inter-firm trading, 
patenting rates, labour supply and so on). This has major implications for the 
empirical measurement and analysis of regional competitiveness. 

•  The competitiveness of a region resides both in the competitiveness of its 
constituent individual firms and their interactions, and in the wider assets and 
social, economic, institutional and public attributes of the region itself.  

•  The sources of regional competitiveness may originate at a variety of geographical 
scales, from the local, through regional, to national and even international. At the 
same time, there is no natural, pre-defined ‘regional’ unit at which issues of 
competitiveness are best theorised or analysed.  

•  The causes of competitiveness are usually attributed to the affects of an aggregate 
of factors rather than the impact of an individual factor. Therefore, the possibility 
of isolating correlation coefficients is limited. 

In an attempt to unify some key elements on regional competitiveness, a conceptual 
model will be now be presented that takes into account the various theoretical and 
empirical insights that have been gained at this stage: the ‘regional competitiveness 
hat’. The hat is composed of several layers, namely: regional outcomes, regional 
outputs, regional throughputs and determinants of regional competitiveness. In other 
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words, the determinants of regional competitiveness can be discovered by ‘opening’ 
the hat, layer by layer (see Figure 2.4). 

A common indicator of regional competitiveness is GDP per head, which provides an, 
albeit incomplete, indicator of the average well-being of the population. For analytical 
purposes this can be decomposed as follows: 

 

 
 

FIGURE 2.4: THE REGIONAL COMPETITIVENESS HAT 

 

The decomposition of GDP per head leads us to focus on two components: GDP per 
person employed (approximately equivalent to labour productivity) and the total 
number of persons employed relative to the working age population (ie the 
employment rate). In other words, using the consensus definition, competitiveness 
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depends on productivity and the employment rate. From this, we can see why 
productivity is seen to lie at the heart of the analysis of competitiveness. At the same 
time, productivity should be seen for what it actually is, namely a measure of the 
resources required to produce a given unit of output. Productivity, therefore, is an 
important indicator of competitiveness, but it is not an explanation of competitiveness. 

It is important at this stage to realise that, at the regional level, GDP/head is not only 
determined by firm activity, but also by regional transfers and non-market GVA. 
These two terms are not necessarily part of the competitiveness framework, however 
they do add to GDP/head, especially so in poorer regions. Regional transfers include 
alternative income possibilities, such as the income of commuters, the sale of assets to 
foreign residents, public transfers (pensions, unemployment benefits) and private 
transfers (remittances from emigrants). Non-market GVA includes public sector 
activities; they can be very important, especially in (peripheral and rural) regions with 
only limited other economic activities.   

In competitiveness terms, regional outputs are brought together as market GVA, 
which can then be decomposed by wages and profits. Important measures are regional 
productivity and unit labour costs, but also profits. Obviously, wages and profits are 
only generated if firms are successful in selling their products and services to local and 
export markets. Therefore, regional market shares (on both local and export markets) 
are important regional output measures as well. 

The aggregate firm activity in a region itself can be considered as the regional 
throughputs. Internal factors include aspects such the management and innovativeness 
of the firm. At a more aggregate level, sectoral composition, levels of specialisation, 
firm distribution and ownership structure (including FDI) all play a role here. 

The determinants of regional competitiveness can all be found at the bottom of the hat, 
in various rings around the productive cylinder. These determinants are either 
national, regional or local in nature, depending on their characteristics. The production 
factors themselves (labour, capital and land) can be found in the first ring. Labour and 
land are less mobile than other production factors, and therefore more determined by 
regional factors. This type of determinants can somehow be associated to the basic 
conception of regional competitiveness of ‘regions as production sites’.  

In a second ring, the primary factors of the regional investment climate can be found. 
The basic categories are infrastructure & accessibility, human resources and the 
productive environment. This type of determinants can somehow be associated to the 
basic conception of regional competitiveness of ‘regions as sites of increasing returns, 
including the ‘new economic geography’. 

In its turn, these primary factors of the regional investment climate are influenced by a 
host of secondary factors, ranging from institutions, internationalisation and 
technology to demography, quality of place and environment. These ‘softer’ 
determinants can somehow be associated to the basic conception of regional 
competitiveness of ‘regions as hubs of knowledge’. These determinants are numerous, 
and their influence on regional outputs and outcomes is by all standards indirect, 
lagged and difficult to measure. However, their inclusion is imperative for a proper 
understanding of regional competitiveness. This type of determinants can somehow be 
associated with the basic conception of regional competitiveness of ‘regions as hubs of 
knowledge’, including the so-called ‘new industrial geography’.  
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Regional competitiveness is not a static concept, but necessarily dynamic and 
evolutionary. We know relatively little about the time dimension of regional 
competitiveness, and existing theories tend to be weak in this area. The concept of the 
‘regional competitiveness hat’ includes some dynamic notions, by using feedback 
loops. The main feedback loop lies in the influence that aggregate firms have on the 
availability, price and quality of the determinants. Depending on the factor at work, 
this influence can be either positive or negative. Over time, groups of firms are 
therefore able to promote the availability of a range of determinants that is conducive 
to their performance, and therefore contribute to the growth of GDP over time.  

The key in the understanding of regional competitiveness now lies in the 
establishment of theoretically sound relations that can be empirically validated. Yet, 
the review of empirical literature has shown that ambiguous conclusions from such an 
exercise are to be expected.  

One reason for these somewhat disappointing outcomes is likely to be due to 
generalisations across various types of regions and sectors. Although it is obvious to 
the casual observer that the determinants of competitiveness in a rural county of 
Estonia are different from the City of London, this insight has been largely neglected 
across many theories. The development stages of Rostow and the ‘quality ladder’ of 
Grossman and Helpman would certainly qualify as exceptions. But much of the 
economic geographic literature – in its focus on typical industrial districts – has 
largely overlooked regions that happen to lie outside Baden-Württemberg or Emilia- 
Romagna.   

FIGURE 2.5: TOWARDS A TYPOLOGY OF REGIONS  

 

In order not to fall in the same generalisation trap when using the ‘regional 
competitiveness hat’, we now propose to put the basic conceptions of regional 
competitiveness in a geographical framework. This framework consists of two axes, 
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the first of which is population density. Population density – a spatial factor - is seen 
as a proxy for the emergence of urbanisation economies, largely related to city size. 
The second axis consists of GDP /capita, and in particular its ability to be grow over 
longer periods of time. Against the back of this framework have been provided a 
number of regional archetypes that were used in previous ECORYS-NEI benchmark 
studies (see Section 1.2.B): space regions, balanced regions, dynamic regions, 
retreating regions, urban specialised regions and cosmopolitan regions. 

In using this scheme, the basic notion of Regions as production sites seems to fit best 
to regions with lower to medium income levels. These regions derive their 
productivity above all from cheap inputs. From the viewpoint of factor endowments, 
the availability and price of labour, land and capital are favourable in such regions that 
often qualify as ‘space regions’. Their attractiveness lies not so much in localisation or 
urbanisation economies, but rather in the absence of urbanisation diseconomies. 
Determinants of competitiveness often lie in the field of basic infrastructure & 
accessibility, such as low-cost sites, absence of congestion, affordable housing and the 
availability of human resources at reasonable costs. Such factor endowments make 
these regions appropriate as low-cost production sites, often attracting ‘vertical’ FDI. 
Although many of these regions are ‘spacious’ in nature, there are also densely 
populated ‘retreating’ regions that have pursued this strategy. Due to the relatively low 
economic dynamcis, these regions have relatively limited  urbanisation disadvantages. 
Until recently, regions within Ireland, Central Scotland, South Wales, Northern 
England and Nord-Pas de Calais used to fit this category. Nowadays, some regions in 
western Poland, the Czech Republic and Hungary are suitable examples as well. 

The theoretical notion of Regions as sources of increasing returns appears to apply 
above all to high growth regions with an average population density and a pronounced 
economic structure – so-called dynamic or vital regions. In these regions, the 
agglomeration economies are put to work in a selected number of industries, which are 
an important source of wealth. Localisation economies – industry-specific in nature – 
are to provide high and sustainable incomes for these regions. Within the EU, well-
known examples are Baden-Württemberg, Emilia-Romagna, Zuid-Oost-Brabant, 
Oost-Vlaanderen (Gent), Rhônes-Alpes (Grenobles) and Toulouse. Key determinants 
of competitiveness are the labour skills, inter-firm division of labour, market size 
effects and the availability of suppliers.  

The third theoretical notion of Regions as hubs of knowledge is applicable to areas 
with a higher population density and high and sustained GDP growth. These regions 
are often made up of large urban areas, and come close to the archetype of 
cosmopolitan regions and urban specialised regions. These regions take advantage of 
agglomeration economies as well, however not only industry-specific, but cross-
sectoral. Urbanisation economies, including a diverse and vibrant city atmosphere and 
an elaborate offer of consumer products and services, may be difficult to measure, yet 
they matter. Being hubs of knowledge and information, these city regions are open to 
international activities, they offer the best career opportunities that attract talented 
workers, they bring about the best matches between labour demand and supply, and 
are characterised by high levels of R&D, entrepreneurship, new firm formation and 
patent activity. Such regions – as can be seen above all in cities like London and Paris 
– also have considerable urbanisation disadvantages, such as high wages, congestion, 
crime and high housing costs. Yet, these determinants can for certain activities be off-
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set by the outstanding quality of human resources, excellent access to international 
markets and information, (venture) capital, business services, cultural amenities, etc.  

Such a typology of regions can be a powerful tool for a better understanding of 
regional competitiveness. It is important to underline that all three regional 
conceptions can result into high productivity – and competitiveness. Yet, the pathway 
towards this productivity target is quite different. This line of reasoning emphasises 
that, in an increasingly globalising world, regions should improve their 
competitiveness in a tailor-made fashion, by building on their own typology and 
identity. Regional strategies should boost specific determinants of competitiveness 
that matter for their own industrial base and that bring out ‘unique selling points’ and 
‘points of excellence’, while at the same time addressing bottlenecks.  

Yet, this schematic approach – building on such a range of theories- also points to one 
more question: how should the large numbers of remaining regions increase their 
competitiveness, once they do not fit within any of these conceptions? Despite all the 
research on competitiveness, such a basic questions – so relevant for development 
policies across large parts of the European territory – have not yet been sufficiently 
addressed. A daunting task for more theoretical and empirical work lies ahead.     

Building a bridge between the three basic conceptions of regional competitiveness and 
the data analysis is not an easy task. As a matter of fact, the conceptions are not only 
complementary but also competing. For example, whilst the regions as production 
sites stress regional/local export specialisation, so too does Porter’s cluster theory, 
which belongs to a different literature stream. The latter also makes use of increasing 
returns/Marshallian externalities ideas as well as information spillovers/local 
knowledge networks. This means that it is not possible, nor sensible, to try to test the 
relative superiority of one theory over another across all regions. Rather, the three 
conceptions of regional competitiveness together suggest a range of 'drivers' for 
empirical analysis and testing across the EU territory at large. For example, the 
econometric work might take regional productivity as a key output variable and then 
test for the relative contribution/role played by local specialisation, size of export 
sector, R&D expenditure, patent rate, proportion of high-educated workers, etc.... In 
other words, we use our theoretical literature review to identify and justify the range 
of factors ('drivers') hypothesised by different perspectives to be important and try to 
sort out which are empirically most significant via our econometric work. That might, 
as a result, suggest that - for example - knowledge type variables (R&D, educated 
workforce, etc) explain differences in regional productivity growth performance - 
better than specialisation indices or wage costs, which might in turn suggest that, on 
balance, one theoretical perspective seems more pertinent than the others.  

In addition to the above, the above typology of regions (archetypes) in relation to the 
theoretical types (Figure 2.5) now allows us to make a few steps forward. Concretely, 
two approaches can be suggested for data analysis: one approach focuses on 
determining the driving factors for competitiveness, the other one focuses on the 
identification of competitive regions (see Figure 2.6). Both approaches have some 
steps in common, however their primary angle is quite different. 
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FIGURE 2.6: TWO APPROACHES TOWARDS DATA ANALYSIS 

 

The aim of the first approach is to identify the driving factors for competitiveness in 
each type of region. To this end, all the NUTS 2 regions are being put in a grid (see 
Figure 2.5) in which GDP and population density shape the two axes. Subsequently, 
broad sets of potential driving factors for each conception are being identified (see 
Annex: Driving Factors of Regional Competitivness in Regions with High 
Productivity). The driving factors can now be determined/selected for each type of 
region. This exercise should shed light on the explanatory power of the conceptions. 
For instance, are significant inward migration, high participation rates in post-school 
education and a diverse and large skills base really typical for the hubs of knowledge? 
Or are these factors really not explaining much of the high GDP in this type of regions 
and are other factors more important? The outcomes of the data analysis can then be 
elaborated through qualitative case study work in subsequent stages of the study. 

The second approach has a different starting point. It first identifies precise sets of 
potential driving factors, which are more limited than in the first approach. leads to 
three packages. Subsequently, all the NUTS 2 regions are being put in a grid (see 
Figure 2.5) in which GDP and population density shape the two axes. The analysis 
should then determine whether the above potential factors are indeed fitting the 
typology. For example, do significant inward migration, high participation rates in 
post-school education and diverse and large skills really typical for London or Paris? 
Or are these equally important for other types of regions? The outcomes of the data 
analysis can then be elaborated through qualitative case study work in subsequent 
stages of the study. 
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