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Summary 

Why should governments be concerned with the performance of less 
developed regions rather than focusing only on a few main regions as 
engines of growth? Less developed regions are often seen as a drag 
on national performance, rather than as potential assets to be 
exploited. In the past, most policies aimed at supporting such regions 
sought to “prop them up” through fiscal transfers and subsidies, an 
approach that yielded very poor results. However, a new OECD report, 
Promoting Growth in All Regions, provides fresh analysis that shows 
how relatively backward regions can in fact be potentially important 
sources of growth, but that a very different approach is needed to tap 
that potential. 
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Where does growth happen? 

Economic activity tends to be 
highly concentrated in specific 
places 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The distribution of 
contributions to growth has 
important implications for 
policy 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Promoting growth in all 
regions makes good economic 
sense 

 

 

Patterns of regional growth are not uniform 
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Figure 1. Contributions to growth by OECD TL2 Region, 1995–2007 

 

 

 

 

 

Less developed regions are 
often important drivers of 
growth… 

 

 

 

 

…as are predominantly rural 
regions 

 

Strong growth is possible in all types of regions 
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Table 1. Initial GDP per capita and annual average growth rates in GDP per capita 

OECD TL3 regions, 1995-2007 

Type of OECD region 
 

GDP per capita in PPP   

n  Growth (1995-2007) Initial level (1995) % of OECD average 

Predominantly urban 233 1.93% 22,568 124% 

Predominantly rural close to city 199 2.33% 14,324 79% 

Predominantly rural remote 123 2.24% 16,234 89% 

Intermediate 295 1.83% 17,855 98% 

Total 850 2.06% 18,172 100% 
Source: OECD Regional Database. 

Why does broad-based 
growth matter? 

 

 

 

 

Less concentrated growth may 
reduce vulnerability to shocks 

 

 

 

Broad-based growth is also 
likely to be good for equity… 

 

 

 

 

 

…and for public finances 

 

 

 

 

 

 

Regional policy should form 
part of a growth-oriented 
structural policy package 

 

 

 

 

Broad-based growth offers economic and social benefits 
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Why do some regions grow 
faster than others? 

 

 

 

 

 

 

 

 

 

Urbanisation is associated with 
higher levels of output but not 
necessarily faster growth 

 

The differences between fast- and slow-growing regions vary 

across different levels of development 

Table 2. Average value of main determinants of growth at the regional level for 6 groups, 2007 

Benchmarking performance of OECD TL2 regions to national standards, 1995-2007 

Productivity GDP per employee, constant prices, PPP 31,612 29,728 55,832 50,728 72,551 59,824

Infrastucture Motorway density 0.15 0.13 0.26 0.18 0.19 0.24

Primary educational attainment (% of LF) 42% 46% 26% 22% 25% 29%

Teritiary attainment  (% of LF) 21% 19% 26% 25% 31% 26%

PISA score mathematics 443 405 476 487 484 478

PISA score reading 459 436 482 485 490 465

Employment rate 57% 55% 71% 68% 71% 66%

Unemployment rate 9% 8% 5% 7% 5% 6%

Long-term unemployment rate 4% 5% 2% 2% 2% 2%

Youth unemployment rate 21% 22% 13% 16% 12% 15%

Participation rate 62% 60% 73% 72% 74% 69%

Patent applications per million 20 16 91 74 158 82

Co-invention within region 124 90 673 536 2932 1256

Co-inventions within ctry 105 71 294 261 759 466

Co-inventions foreign 16 53 126 112 314 206

Total R&D expenditure as % of GDP 1.06% 1.03% 1.50% 1.41% 2.21% 1.51%

Business R&D expenditure as % of GDP 0.35% 0.42% 0.90% 0.86% 1.35% 1.00%

Government R&D expenditure as % of GDP 0.33% 0.22% 0.23% 0.20% 0.42% 0.16%

High-tech manufacturing (% of employment). 3.3% 4.8% 5.2% 6.1% 5.3% 6.4%

Knowledge-Intensive Services (% employment) 22.5% 28.2% 33.3% 32.8% 36.7% 32.2%

Population density 17.51 18.38 19.40 18.63 29.47 23.41

GDP density 1.10 0.99 4.29 3.38 29.14 24.19

Degree of openness to co-patenting 14 15 40 40 65 44

Clustering coefficient in a network 0.034 0.038 0.089 0.093 0.123 0.084

Centrality in a network 0.001 0.001 0.002 0.002 0.007 0.005

Human capital

Labour market

Agglomeration and 

connectivity

Below 75% of average 

GDP per capita

75-100% of average 

GDP per capita

Above average GDP 

per capita

Growth factor Indicator
Growing 

above av.

Growing 

below av.

Growing 

above av.

Growing 

below av.

Growing 

above av.

Growing 

below av.

 

Source: OECD Regional Database. 
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Fast-growing less developed 
regions tend to have higher 
levels of human capital 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Faster-growing intermediate 
regions are characterised by 
better infrastructure, 
connectivity and innovation 

 

 

 

 

 

 

 

 

The largest disparities 
between more and less 
successful leading regions 
concern innovative activities 
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Infrastructure density 
matters less in leading 
regions 

 

 

 

 

 

 

 

 

 

Addressing the problems of 
low-skilled workers may 
matter more than increasing 
tertiary attainment rates in 
less developed regions 

 

 

 

 

 

 

 

Human capital and labour-
market performance seem to 
matter most for intermediate 
regions 

 

Statistical analysis confirms many of the results of the 

benchmarking exercise 
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Human capital stands out as 
the key factor for leading 
regions  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The challenges posed by the 
presence of large 
populations of low-skilled 
individuals are common to all 
types of regions 
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Box 1. The innovation puzzle 

The regression results provide little support for a link between innovative activities and regional growth. This may seem a somewhat surprising 
finding, in view of the extensive evidence that exists concerning the importance of innovation for growth. Not only technological, but also 
organisational, financial and institutional innovations have been shown to be important for long-run growth.  

There are a number of factors that may account for this apparent paradox: 

 The indicators employed cover forms of innovation activity that are oriented towards cutting-edge, science-based innovation, which is 
typically concentrated in advanced urban centres.

1
 Thus, it is hardly surprising that innovation-related variables are significant (when they 

are significant at all) only in the regressions for leading regions. This is consistent with the view that research and technological innovation 
should matter more as regions approach the productivity frontier. For regions further from the frontier, a strategy of technology absorption/ 
adoption rather than innovation – i.e. borrowing and employing technologies from more advanced regions – may make more sense. 

 The indicators used here are unlikely to capture a great deal of innovation activity in less dense regions (especially predominantly rural 
ones), where innovations are more likely to involve incremental changes to production processes and local adaptations of established 
technologies than patentable inventions, new products and the like. 

 The kinds of cutting-edge innovation these variables do tap into need not generate growth where the R&D takes place or the patents are 
generated. Innovative activities generate positive spill-overs – that is one of the major reasons for promoting them. Faster diffusion of 
innovations is likely to be good for aggregate growth but also to spread the impact of innovation over a wider area. This is true even at 
national level, and it is likely to be even more apparent at the level of regions. Thus, there is no necessary contradiction between the fact that 
innovation is both (1) important for growth and (2) a decidedly place-based activity and the recognition that we do not find a clear link 
between local innovation and local growth.  

 Closely linked to the above is the recognition that innovation and entrepreneurship are linked. A lack of entrepreneurs to make the market 
breakthroughs happen will greatly reduce the productivity and other gains that a given place can expect from its innovative activities. 

The foregoing considerations point to the need for great care in the design of both “Smart Specialisation” strategies and innovation performance 
indicators for the great majority of regions. Promoting “softer” forms of innovation is likely to matter more, but such innovations are even harder to 
anticipate, let alone measure, than those of the science/technology variety. The importance of public innovation funding for specific regions is also 
open to question. This is not to deny the importance of innovation in the broadest sense of the term for all types of regions. However, given limited 
resources, the issue confronting policy-makers is what share of public spending it makes sense to devote to the research sector in different kinds 
of regions. Policies to promote human capital formation and entrepreneurship, for example, may do more to foster new activities and productivity 
growth than comparable investments in the R&D sector in many regions. 

1. Since “big science” often benefits both from economies of scale (large fixed capital costs) and from agglomeration economies (interactions among researchers), this 
concentration is likely to be good for innovation performance. 

How can declining regions 
turn themselves around? 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Converging regions adopted 
co-ordinated changes to both 
policies and institutions 

 

 

 

Successful regions have a great deal in common 
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Common bottlenecks 
concerned both institutions 
and policies 

 

 

 

 

 

 

Infrastructure matters – but 
less than is commonly 
believed 

 

 

 

 

 

 

 

It is important to think in 
terms of policy packages 
rather than individual 
measures: it pays to identify 
policy synergies 

 

 

 

 

 

 

 

 

 

 

 

The ability to adapt to 
changing external 
circumstances is critical 

 

 

 

 

 

 

 

 

An integrated approach to policy is critical 
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There are more recipes for 
failure than for success… 

 

 

 

 

 

 

…but there are still many 
different paths to success 

Table 3. Common growth factors in regions with above-average growth 

Policies (shift 

mentality, silos, 

fragmentation, 

adjusting 

policies to 

assets, linkages, 

cross-border, 

urban spatial)

Human 

capital

Infrastructure, 

connectivity

Business 

environment, 

public sector 

activity and 

industry

Geography

Institutions 

(governance, 

leadership 

capacity, 

continuity, 

mobilisation)

Innovation 

and 

entrepreneur-

ship

Other

International 

competition and 

brand-name 

attractiveness

Presence of 

natural assets 

and amenities

FDI

Economy 

(diversified, 

differentiated, 

market 

awareness)

Tourism

Jalisco x x x x x

Asturias x x x x

Brandenburg x x x

Durango x x x xx

San Luis Potosi x x x x x

Sachsen-Anhalt x x x x x x

Wielkopolskie x x x x x x x

Central Trandanubia x x x x

Zuid Nederland x xx x

Marche x x xx

Midi Pyrinees x x x

Aquitaine x x x

Table 4. Common bottlenecks in regions with below-average growth 

Policies (shift 

mentality, silos, 

fragmentation, 

adjusting policies 

to assets, 

linkages, cross-

border, urban 

spatial)

Infrastructure, 

connectivity

Human 

capital

Institutions 

(governance, 

leadership 

capacity, 

continuity, 

mobilisation)

Density 

(cohesion, 

internal 

fragmentation

, labour-

market 

mismatch)

Business 

environment, 

public sector 

activity and 

industry

Innovation 

and 

entrepreneur-

ship

Geography Other

Economy 

(diversified, 

differentiated, 

market 

awareness)

Demographic 

factors
Agriculture

Environmenta

l constraints

Lubelskie x x x x

Podlaskie xxx x x x x x

Vychodne Slovenkso x x x x

North East (Tyne and Wear) xx x x

North West (Manchester) x xx

Yorkshire and Humberside (Leeds) x x x x

Estado de Mexico x x x

Nord Pas de Calais x xx x

Chiapas x x x x x

Zacatecas x x x x x

Sicily x xxx x x
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To sum up 

 

 

For more information 

 

For further reading 
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