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Abstract  

The concepts of regional potentials and endogenous development are closely linked to the fundamentals of classical location theory 
and comparative advantages. Structural change and the decline of regional production systems depend on the availability of relevant 
factor endowment and physical infrastructure. Examples of decline of regions and nations are legio, and the process of renewal is 
cumbersome and time consuming. The observation, that the structural shifts in the patterns of international trade between industrial 
and developed economies, is predominately based on growing importance of competitive advantages rather than comparative 
advantages. This leads to the question to what extent this pattern also is visible in the development of regions. Is this a revival of the 
traditional export base models for regional development based on new economic growth theory? 

The central research question addressed in this paper is twofold. First, How and to what extent can entrepreneurial activities 
and innovation contribute to (regional) economic competitiveness and restructuring with point of departure in the existing factor 
endowment and potentials (short and medium-term improvements). 

The second aspects deal with the long-term implications, the cost and benefits of the gradual transition versus the risks of 
being trapped in a trajectory not leading to a fundamental improvement.  

Economic performance among countries has changed for many reasons during the past decades (i.e. visible in foreign trade 
and investment figures). The same holds for the balance between regions within (and between) countries. The purpose of the current 
study is to dig deeper into the forces behind processes and mechanisms. The first step of the paper is to develop a framework to map 
the regional potentials of regions based on the existing factor endowment and their prospects for future growth. This evaluation is 
anchored in neoclassical and new economic growth concepts. The working hypothesis is that regions with strongholds in factors 
facilitating growth based on new economic growth theory will perform better in the long run. 

This overview is based on European data and covers data for Europe (EU 28) at large and more detailed Germany, Finland 
and the three Scandinavian countries. Based on this analysis lagging, well performing and transition regions are identified. 
Furthermore, case studies of particular regions in the five mentioned countries provide insight in the three types of regions based on 
additional data and literature. 

The central research question is to what extent growth and productivity differences can be explained by differences in: 
1: Innovation performance (measured by Innovation Scoreboard data) and  
2: Entrepreneurial performance based on Global Entrepreneurship Monitor data. 
Based on the results the project provides a tentative assessment of, in which of the three categories of regions a development 

policy based on competitive advantages and new economic growth has the best prospects. Among the preliminary findings are, that 
regions are affected different, and that the time profile of measures is different. New Economic growth theory anchored policy has 
usual a longer time horizon when used as vehicle for regional economic transition. Furthermore, sectoral and demographic factors 
interfere differently depending on the type of regions, the economic system and the regional factor endowment.  
 

Key words: Regional potentials - Comparative & Competitive advantages - endogenous development – Innovation - Entrepreneurship 
- Urban & Rural Regions  

                                                 
1 Paper for the General Theme:  Unlocking the Potential of Regions Through Entrepreneurship and Innovation at the 22nd Uddevalla 

Symposium 2019 on: Unlocking the Potential of Regions Through Entrepreneurship and Innovation June 27-29, 2019 Venue: Gran 
Sasso Science Institute - GSSI, L’Aquila, Italy. 
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1. Introduction 
 
Regional potentials and endogenous development are closely linked to the fundamentals of classical location 
theory and comparative advantages. Structural change and the decline of regional production systems depend on 
the availability of relevant factor endowment and physical infrastructure. Examples of decline of regions and 
nations are legio. The process of renewal is cumbersome and time consuming. Central in this process is the 
availability of the necessary factor endowment, material as well as knowledge wise.  The observation, that the 
structural shifts in the patterns of international trade between industrial and developed economies, is 
predominately based on growing importance of competitive advantages rather than comparative advantages1. 
This leads to the question to what extent this pattern also is visible in the development of regions. Is this a 
revival of the traditional export base models for regional development based on new economic growth theory? 

The central research question addressed in this paper is twofold:  
How and to what extent can entrepreneurial activities and innovation contribute to (regional) economic 
competitiveness and restructuring with point of departure in the existing factor endowment and potentials (short 
and medium-term improvements).  

 The second aspects deal with the long-term implications, the cost and benefits of the gradual transition 
versus the risks of being trapped in a trajectory not leading to a fundamental improvement.  

 Economic performance among countries has changed for many reasons during the past decades (i.e. visible 
in foreign trade and investment figures).  

The same holds for the balance between regions within (and between) countries. The purpose of the current 
study is to dig deeper into the forces behind processes and mechanisms. The first step is to develop a framework 
to map the regional potentials of regions based on the existing factor endowment and their prospects for future 
growth. This evaluation is anchored in neoclassical and new economic growth concepts.  

The working hypothesis is that regions with strongholds in factors facilitating growth based on new 
economic growth theory will perform better in the long run. The spatial distribution of economic activity and 
the pattern and intensity of development have always undergone fluctuations, but the speed of regional 
alterations seems to have increased in the last decades, in Europe as well as global, probably a consequence of 
change in the systemic causes of economic growth. At least two partly interrelated paradigms can be identified. 
First, the shift from predominantly linear growth factors to non-linear growth can explain the changes in the 
international division of production as well as intranational changes. The second set of explanation is related to 
locational changes and alterations of the international division of task in the production system. Furthermore, 
the revival of cities and urbanized regions also in the most developed part of the world contribute to a new 
economic order and a changing regional balance.  

Based on an analysis of European evidence the paper examines recent trends with special focus on 
Northern Europe since the beginning of the economic a financial crisis a decade ago. The project is based on the 
two central growth drivers identified in the new economic growth literature, innovation performance and 
entrepreneurship (Journal of Economic Perspectives 1994, Cornett 2013a).  

The initial cursory overview of evidence in section 3 is based on European data and covers data for 
Europe (EU 28) at large2.  In a second step a and more detailed analysis is conducted for Germany, Finland and 

                                                 
1 For a general introduction to the field and various aspects of the role of Regional policy in the process to affect and create regional 
potentials and advantages to see Börje Johansson et al (2002a), Regional Policies and Comparative Advantage. 
2 For an assessment in a long-term perspective see Simona Piattoni & Laura Poverari (2016) and the ‘Seventh report on economic, 
social and territorial cohesion’, entitled ‘My Region, My Europe. Our Future’, (European Commission 2017a). A principal outline of 
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the three Scandinavian countries. Based on this analysis lagging, well performing and transition regions are 
identified. Furthermore, case studies of regions in the five mentioned countries provide insight in the three types 
of regions based on additional data and literature. The central issue is to provide an overview of the relative 
differences with regard to the most relevant factor endowment of the countries fir innovation and 
entrepreneurship based on information from:  

1: innovation performance measured by Innovation Scoreboard data and  
2: Entrepreneurial performance based on Global Entrepreneurship Monitor data. 

Based on the results the project provides a tentative assessment of, in which of the three categories of regions a 
development policy based on competitive advantages and new economic growth has the best prospects.  

Among the preliminary findings are, that regions are affected different, and that the time profile of 
measures is different. New Economic growth theory anchored policy has usual a longer time horizon when used 
as vehicle for regional economic transition. Furthermore, sectoral and demographic factors interfere differently 
depending on the type of regions, the economic system and the regional factor endowment. 

The plan of the paper is the following. Section 2 provides an overview of selected literature, a definition 
of key concepts and an outline of the methodology used. Section 3 presents the empirical context and an 
analysis of the regional potentials in the 5 Northwest European countries. The results and conceptual 
implications of the study are presented in the final section. 

 
2. Literature and Conceptual Framework  
 
The conceptual anchors for this study are classical location theory, namely inspired by the German school1, and 
from international trade theory the concepts of comparative and competitive advantage. The contributions of 
these two streams of literature is highly relevant for the conceptualization of regional potentials as an instrument 
of regional development strategies based on New Economic Geography in general and New Economic Growth 
concepts in particular2.  

Common for both approaches is that they have their conceptual point of departure in a broad 
understanding of the availability of factors of production and their relative distribution. The relevance of the 
specific factor endowment depends on the local economy and determinate the specific system of production. In 
a static perspective regional potential are given and relative stable. In a dynamic perspective they may become 
obsolete or more important depending on external changes in markets (i.e. new products), technology (i.e. 
digitalization) or institutions (i.e. trade agreements). These external caused variations affects the different types 
of factor endowment diverse, and the possibilities for policy to influent the consequences for the regional 
economy differs in space and time. Some factors are man-made, some are given by nature3. The later can often 
not be affected directly, but the relative importance may be altered by policy measures. Following this trajectory 
of reasoning, the basic idea is that we have two groups of concepts: 

 Traditional relative stable located factor endowment and production systems where development and 
interaction can be explained according to classical growth theory and the concepts of comparative advantage 

                                                 
the European Union’s approach to the economic and spatial development of the EU can be found in the so-called ‘Barca Report‘ 
(European Commission 2009).  
1 An introduction can be found in almost every textbook in Regional economic, newer examples are Capello (2007), 15-82 and 
McCann (2002), 6-52.  
2 For a general introduction see Karlsson & Stough (2002).  
3 See Nijkamp, Peter and M. Abreu (2009) for an introduction to the issues and concepts of regional development. 
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 Dynamic economic systems characterized by change in the use of production factors and innovative 
processes based on mainly man-made potentials (knowledge and skills) or the ability to overcome barriers 
for development and interaction (i.e. infrastructure or institutional alterations). The conceptualization is here 
mainly based on New Economic Growth theory and with focus on non-linear growth drivers and theory of 
competitive advantages. 

The latter is the focus of this analysis, and the remaining prat of this section offers a first overview of selected 
literature, and a definition of key concepts.  

Contrary to traditional growth theory, the non-linear approach to economic growth1, highlights the 
central role of the knowledge sector. Innovation and entrepreneurship are the crucial growth-drivers and have 
attracted much attention a public policy perspective. Figure 1 below modifies the more common framework (see 
Cornett 2013a) with special attention on the nature of the mechanisms, the micro and macro aspects of growth, 
and the regional setting (i.e. the regional innovation system).  
 

 

Non-linear growth drivers:  Micro/firm 
level growth 

 Macro level 
growth 

Human resources      

 
 

  

Entrepreneurship 

 

Regional 
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Convergence 
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Information and 
Communications 
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Source: adapted from Cornett (2013a: 32)  

Figure 1: From growth driver to regional economic growth 

                                                 
1 For an assessment of traditional vs. new growth theory with special attention on to what extent growth factors are endogenous, see 
Solow (1994). 

Regional Potential & Factor Endowment for Innovation & 
Entrepreneurship                           

External economic environment (i.e. asymmetric shocks)                          
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In the current context, the focus is dynamic on the development of the linkage between growth drivers 
and how they influent economic growth and development, direct as well as indirect in various types of regions, 
see figure 1 below. In particular, the importance of the actual factor endowments (the potentials) for regional 
growth and balance is assessed in a period of severe economic challenges regional, national as well as 
international.  

In a regional development perspective, the contribution to the regional factor endowment, through the 
creation of a more viable labor market by improving the human capital base, is probably the single most 
important aspects. The direct effects on local employment and demand are often rather limited. Therefore, 
recently more traditional measures like the relocation or geographical spread of public sector agencies again has 
reached the political agenda in Denmark and the Nordic countries1. From an internal public sector perspective 
efficiency may decline, at least in the short run. In any case it can be questioned to what extent relocation of 
state agencies will be a solution for the most peripheral parts of the country. 

Overall, the factors causing alterations in business and regional development are general and global as 
well as specific and regional embedded. The drivers of economic development and spatial change in the last 20 
years are not linear prolongations of previous trends. They must be analysed in a complex multidimensional 
framework based on both classical concepts of spatial specialization, theories of agglomeration and new 
economic growth theory. The foundation is the regional factor endowment setting the framework for growth 
and development based on the concepts of non-linear growth and competitive advantage see the circled part of 
Figure 1 above. 

 
2.1 The relevance of comparative and competitive advantage 
Traditional regional development measures often aim at the improvement of the physical framework conditions, 
i.e. infrastructure and accessibility. Together with the availability of natural resources these factors are 
comparable the foundations of the classical concepts of comparative advantage in international trade theory. 

A period of change and economic transformation challenge the economic base for countries and regions. 
Traditional advantages disappear or weakens or become obsolete due to technological innovations or alterations 
of the external environment and new regulations. A recent example are the implications of the climate change 
on the energy sector in general and the energy mix. Oil and coal producers face severe challenges like the 
deteriorating of the terms of trade on the country level and structural challenges with regard to production, 
income and employment on the regional level. More specific exporters of fossil fuel face a worsening of their 
comparative advantages in energy production due to decline of demand, with decreasing foreign exchange 
revenues and decline in GDP. Internal raw material producing regions suffer from unemployment and decline in 
regional income.  This holds not only for major exporting countries but often also in specific regions in rich 
countries like the recent debate in Germany about the closing of coalfields. The regional problems are typically 
rooted in the high specialization of the economy and the labor force in the declining sectors which makes an 
alternative use of the production factors difficult or impossible. Furthermore, the skills of the labor force are 
often mainly targeted toward manufacturing and other industrial occupations. The new types of industries are 
often knowledge intensive services or high-tech production, base on qualitative rather than traditional skills. 
These industries are typically integrated in external and international value chains with high specialization. 
Exchange in these industries are usually based on competitive advantages. This is usually materialized in a high 
share of intra industry trade between developed countries. This trend will be reinforced by the transformation of 
the economies in the aftermath of the climate change adaptation. Previously the trend toward global production 
system and increasing trade based on competitive advantages took place in an environment where trade based 
on comparative advantages could persist and even increase in absolute terms. The new challenge is that at least 

                                                 
1 Germany has a long tradition for deconcentrated public institution, beginning after the founding of the Federal Republic 1949 and 
with a new wave of relocation in the aftermath of the reunification 1990.  
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some sectors will shrink considerably in the medium and long term. Traditional trade instruments (tariffs or 
quotas) will lose effect for the hidden sectors, but may become relevant in protecting new industries in the 
process of economic transformation1. More likely instrument anchored in concepts of regional and industrial 
policy are the appropriate choice.  

 
2.2 Impacts for regional economic development policy 

Given that economic activity based on competitive rather than comparative advantages will dominate in 
the future regional economic development policy must focus on instruments facilitating the above-mentioned 
growth sectors. This does not mean a total shift away from classical measures (i.e. infrastructure investments 
and industries) is needed, but they must be directed toward the needs of globalization and international/spatial 
division of tasks in the value creation. Furthermore, the investment in skills and human capital become a central 
building bloc in a policy aiming at a smooth transformation of industrial brownfields.  

The reason d’être of regional development policy was traditionally to facilitate a process to overcome 
the consequences of uneven development caused by existing structural lags. Nowadays, to deal with regional 
implications of general chances in the overall economic and political settings is the main task. Typically, 
settlement patterns and welfare deteriorate in an unbalanced pattern caused by the circumstance that some 
regions perform inferior compared to others due to differences in the regional factor endowments. This may 
lead to a (comparative) worsening of the quality of living in some regions and will create unequal conditions 
within a country or in Europe as a whole. These complex processes vary over time and are dependent on 
external as well as internal factors. Path dependency, institutional as well as economic, reinforce this tendency, 
but differences in regional potentials may become decisive for, how the regions can cope with the challenges 
from the changing international specialization and division of labor. This can make the break with old 
trajectories difficult or even impossible. 

 

3. The context  
 

Innovation performance and the ability to create new firms are central factors in the process of 
convergence and divergence. Previous studies have shown that although convergence is present at aggregated 
European level, a much more diversified picture is revealed at the disaggregated level. Here it is frequently 
observed that the more wealthy and central regions move away from the other regions. Among the possible 
explanations are differences in the factor endowment and the (regional) ability to adapt the external changes and 
to stay competitive on the global scene. The economic crisis after 2008 has reinforced not only intraregional 
divergences within countries but also the traditional divide between the stronger Northwest European countries 
and the South and East of Europe (Cornett 2013b).  Even though regional income differences are less 
pronounced in the countries analyzed in this paper, the distinction can be identified.  
 

 Factor Endowment supporting Competitive 
Advantage (NEG) 

Traditional Comparative Advantage 
supporting Factor Endowment (NCEG) 

Center regions  ++ 
Convergence/high growth potential                 

- 
Status quo /divergence low growth 

Peripheral regions  + 
High growth / convergence 

-- 
Low growth/decline  

Note: + good/modern factor endowment/high potential    - poor/outdated factor endowment/ low potential  

Figure 2: Classifications of regions according to urbanization and economic development. 

                                                 
1 In a modified version the concepts og export oriented and import substituting industrialization may have a revival if the trend toward 
neo-protectionism continues. 
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Figure 2 summarizes expected consequences for different types of regions1, and provides the 
classification framework for the assessment in section 4 below. This topology will serve as point of departure 
for a part of the empirical analysis undertaken later in this paper. 

The trend toward growing divergence reentered the economic map of Europe after a period of 
convergence in the late 1990ties. Since the turn of the millennium the main trend has been characterized by 
interregional convergence (at least measured among nations) and increasing intraregional divergence, leading to 
growing disparities between urbanized and metropolitan regions and peripheral or rural areas. Interestingly the 
pattern is visible all over Europe, regardless location or economic performance2. That differences in the regional 
factor endowment may be able to explain this process has also been realized among European institutions, i.e. 
the development of the so-called Regional Competitiveness Index (RCI) based on NUT2 regions. The index 
provides a comprehensive overview of the regional framework conditions, covering indicators for traditional as 
well as new growth drivers, see table below. For a regional development and transformation policy based on 
NEG the second and third categories are the most important.  

Table 1:  Regional Competitiveness Index (RCI) 
Classification Growth relevance 
Basic:  

General factor endowment, most important in neoclassic 
economic growth concepts. (NCEG) 
Mainly related to comparative advantages 
 

Institutions 
Macroeconomic stability 
Infrastructures 
Health 
Basic education 
Efficiency:  
Higher education, Training and Lifelong learning New Economic Growth theory (NEG) 
Labor market efficiency NEG & NCEG 
Market size NEG & TG for goods  
Innovation:  

Central for dynamic and non-linear growth, contribute to 
creation of competitive advantages 

Technological readiness 
Business sophistication 
Innovation 

 Source: European Commission 2017:49 
 

Recent data for economic competitiveness indicates, that the trend toward polarization between urban 
and rural regions continues, both within countries and on the European scale (European Commission 2017: 46-
52). Furthermore, typically the capital regions (with the exemption of the Nederland’s and Germany) are the 
best performing regions (Nuts 2 level) in most EU-countries where regional data are available.  

With the exemption of the decentral and federal organized Germany, the countries assessed in this study 
are characterized by a dominating capital region. In all four Nordic countries (and Island) the capital regions 
have the best developed regional endowment (Nordic Council of Minsters 2018: 195-202) and are well suited to 
take advantage of the potentials non-linear growth strategies. The map in Figure 3 provides a first overview 
about regional competitiveness based on a comprehensive Index provided by the EU. The index is a tentative 
approximation to provide an empirical illustration of regions relative ability to facilitate economic development 
based on competitive and dynamic growth and to accomplish structural transformation. Generally, the regions 
with the highest RCI score (typical metro and capital regions) are performing the best with regard to growth in 
GDP per capita. This also holds for the four EU countries3 in this study. Furthermore, the four countries are 

                                                 
1 For an introduction to the European system of regional classification see Eurostat 2012. 
2 For a status before the economic crisis and an evaluation of the policy options see ‘Barca Report’ (European Commission 2009). 
3 We found no indication that Norway differs in this regard. 
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characterized by high stability in their RCI scores since 2010. The RCI-score only deteriorated in 2 Danish 
regions between 2010 and 20131.  

The ability to innovate (both with regard to technology and managerial) and to be entrepreneurial 
(creation of new enterprises) are the most important drivers of economic transition and growth, national as well 
as regional. The remaining part of this section attempts to shed some light on this issue based on Northwestern 
European context. 

 
 
Source: European Commission 2017:48 

Figure 3: Regional Competitive Index EU 2016 
 

                                                 
1 Central Jutland and Southern Denmark. Only the two most Northern (peripheral) Swedish regions had an overall improvement in 
their RCI score from 2010 to 2016 (European Union 2017:50). 
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3.1 Innovation potentials as precondition and driver of regional development1  

 
The ability of companies to innovate is probably the most important parameter in regional economic 
development. Despite of sectoral differences the general framework conditions are central for maintenance and 
creation of regional competitiveness. Central elements are facilitating of the innovative process, i.e. within a 
Triple Helix framework2, to strengthen not only interfirm networking but also the linkages to the knowledge 
sector and the public sector. This is also reflected in the indicators used in the Innovation Scoreboard concept 
(see European Union (2019) providing a comprehensive measure for input to as well as output from innovating 
activities. Table 2 below summarizes the main categories used in the index. Overall the focus is on drivers 
facilitating non-linear growth and regional and sectoral transformation. 
 
Table 2: Regional Innovation Scoreboard indicators 
 

Indicator:                                                                          Indicator:  

Population with tertiary education SMEs innovating in-house    
Lifelong learning Innovative SMEs collaborating with others   
Scientific co-publications Public-private co-publications    
Most-cited publications PCT patent applications    
R&D expenditure public sector Trademark applications    
R&D expenditure business sector Design applications 

Non-R&D innovation expenditures Employment MHT manufacturing & knowledge-intensive services 

Product or process innovators Sales of new-to-market and new-to-firm innovations 

Marketing or organisational innovators       

         

 

Source: European Commission (2019:82ff).  
 
Based on the indicators presented in table 2 countries and regions are classified in 4 main categories, leaders, 
strong, moderate or modest innovators. Figure 4 provides an overview of the most recent regional score for the 
countries discussed in this paper. In all five countries the capital regions belong to the strongest innovators. 
Actual in Sweden and Norway strong innovator are identified outside the capital regions. This is also the case in 
Germany, particularly in the western and southern part. The general high score of capital regions is often due to 
national knowledge institutions and regulatory agencies. This can partly explain the ostensive paradox visible 
when comparing leading innovative regions with the leading high the exporting region in figure 5 below. 
The overall innovation performance by regions in 2017 is shown in Figure 4 including the four Nordic countries 
and the regions forming Northern Germany. The overall impression is that the majority of regions are leaders or 
strong innovators. Comparing with the regional competitive index by regions a strong positive relation is 
observed. The implication of the innovation performance is a strong economic base, and a concentration on 
innovative clusters. In general, a center-periphery effect can be observed for Germany and Sweden, but not for 
the other nations. Surprisingly, the most innovative region in Norway is located in the middle of the country 
around Trondheim i.e. the region of Trøndelag. 

                                                 
1 The section is based on Cornett (2018), see footnote below. 
2 For an introduction to the concepts see Etzkowitz, H. & Leydesdorff, L. (2000) 
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Source: European Commission (2019).  

Figure 4: Innovation performance by Regions 2017 
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Table 3 brings the time dimension of the evolution of the regional innovation scoreboard from 2011 to 
2019. The first and the third columns gives the cross-section performance by regions relative to EU = 100 in 
2011 and 2019 respectively. The second column brings the ration i.e. the growth pattern over the period from 
2011 to 2019. 
The results are consistent with the findings from Figure 4 above, but also underlines that inequality between city 
centers and the remaining regions increases. The best performance is found for the Copenhagen area, Helsinki, 
Stockholm and Oslo. Surprisingly, Berlin performs better than region of Hamburg although GDP per capital is 
significantly lower. Exceptions are also found in Sweden for Västsverige and in Norway for Trøndelag. This 
finding for Norway is consistent with the result found above. Development policy in Norway seems in general 
to be more supportive relative to the region outside Oslo resulting in a more balance regional growth pattern. In 
sum, the “Leaders+” moves away from the other leaders. 

Figure 5 expands the analysis to the export performance of the medium high/high technology intensive 
manufacturing as percentage of total exports. The reveals in general that the strong innovators not have a 
comparative advantage in these sectors. This may at first seem a little surprising. Exports in these sectors forms 
the base of many regions in France, Southern United Kingdom and Southern Germany. However, the 
innovation performance of the regions considered here are different and likely to be other sectors than 
manufacturing for example in service sectors like finance and consulting. 

Turning to the issue of convergences and divergence, no unequivocal pattern is visible. Most capital 
regions have improved their score compared to 2011 with the exemption of Copenhagen, but only Berlin, 
Helsinki and Oslo have higher scores relative to the EU average. For the non-metropolitan areas, the record is 
mixed. All five countries have regions with weaker performance compared to 2011 in the 2019-score1,see table 
3. 

Looking more in detail the administrative division has an influence on the overall performance. 
Consider two examples from Denmark: First, the rural island of Bornholm is included in the Metropolitan area 
DK01 making it a leading innovator although Bornholm has suffered from depopulation and stagnating 
economy for several decades. Second, the region of Southern Denmark is classified as a strong innovator, but 
this include the activities from the Danish oil off-shore sector situated in Esbjerg. Similar can be observed for 
Finland. For Germany it is observed that regions former being a part of Eastern Germany is performing 
increasingly efficient. This observation is consistent Leydesdorff and Fritsch (2006). They find that Germany’s 
knowledge-based and innovative economy no longer is structured around the previous East-West angle of 
Germany with regard to high and medium-tech industries. 

 
 

 

 

 

 

                                                 
1 The years refer to the publication of the index. The scores are based on latest available data for the region and indicator. 
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Table 3 Regional Innovation Performance in the Nordic countries and Northern Germany 2011-2019 
 

  

"2011" - score 
relative to EU 

2011 

"2019" - score 
relative to EU 

2011 

"2019" - score 
relative to EU 

2019 
Performance 

group 

EU28 EU28 100,0 104,7 100,0 -- 

DK Denmark -- -- -- -- 

DK01 Hovedstaden 164,3 158,1 151,0 Leader + 

DK02 Sjælland 119,4 98,1 93,7 Strong - 

DK03 Syddanmark 114,3 105,2 100,5 Strong  

DK04 Midtjylland 135,5 133,3 127,3 Leader - 

DK05 Nordjylland 114,3 116,9 111,6 Strong + 

DE Germany -- -- -- -- 

DE30 Berlin 136,6 152,3 145,4 Leader + 

DE50 Bremen 117,6 114,5 109,3 Strong  

DE60 Hamburg 123,8 128,1 122,4 Leader - 

DE80 
Mecklenburg-
Vorpommern 94,2 97,1 92,7 Strong - 

DEF0 Schleswig-Holstein 107,6 97,8 93,4 Strong - 

FI Finland -- -- -- -- 

FI1B Helsinki-Uusimaa 150,6 163,4 156,0 Leader + 

FI1C Etelä-Suomi 116,2 126,5 120,8 Leader - 

FI19 Länsi-Suomi 127,5 130,4 124,5 Leader - 

FI1D Pohjois- ja Itä-Suomi 112,3 122,9 117,4 Strong + 

FI20 Åland 81,5 80,4 76,7 Moderate + 

SE Sweden -- -- -- -- 

SE11 Stockholm 160,9 161,1 153,8 Leader + 

SE12 Östra Mellansverige 145,6 138,1 131,9 Leader  

SE21 Småland med öarna 114,6 116,8 111,6 Strong + 

SE22 Sydsverige 155,7 143,4 137,0 Leader  

SE23 Västsverige 142,5 145,4 138,8 Leader + 

SE31 Norra Mellansverige 94,4 95,0 90,8 Strong - 

SE32 Mellersta Norrland 100,1 93,7 89,4 Moderate + 

SE33 Övre Norrland 125,2 120,0 114,6 Strong + 

NO Norway -- -- -- -- 

NO01 Oslo og Akershus 125,0 141,9 135,6 Leader  

NO02 Hedmark og Oppland 73,4 95,5 91,2 Strong - 

NO03 Sør-Østlandet 89,7 107,8 103,0 Strong  

NO04 Agder og Rogaland 95,8 113,9 108,8 Strong  

NO05 Vestlandet 104,3 122,8 117,3 Strong + 

NO06 Trøndelag 125,1 143,2 136,8 Leader  

NO07 Nord-Norge 76,8 110,9 106,0 Strong  
Note: NUTS 2 regions. Iceland not included. 
Source: European Commission (2019). 
  



13 
 

 
 

 
 
 
Source: European Commission (2017:55) 
Note: Latest available data 2011, see p.62 in source, Norway, Switzerland and Serbia, national data  
 
Figure 5:  Exports of medium-high/high technology intensive manufacturing as percentage of total 
exports.  
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3.2 Facilitating Entrepreneurship as a driver of regional development  
Entrepreneurship takes place in specific societal context. The table 4 below summarizes selected 

framework conditions for the 5 analyzed countries based on data from the recent Global Entrepreneurship 
Monitor survey (GEM 2018). The table is constructed as follows. The 12 columns show the GEM indicators 
where as the in the horizontal dimension time as well as the 5 nations considered are given. Observe that a full 
dataset not is possible to obtain for all countries for all years. The only full data set is found for 2012. 

The table aims at to sketch some light on the completeness and potentials for in the national start up 
milieu. Overall the Northwest European countries are well equipped with the relevant factor endowment to 
facilitate innovative entrepreneurship1. This supports the trend reported in the regional analysis of innovation in 
the previous section. 

The table indicates relevant features of the overall entrepreneurial environment in the five countries, but 
the center periphery aspect is in particular of relevance in the Norway, Sweden and Finland. The high 
innovation score in the Trondheim region and ‘Øvre Norland’ indicates the importance of reginal peculiarities, 
which also may be relevant for start-up activities.  in particular in Germany it can be questioned to what extent 
the national characteristics fits the local peculiarities. A survey conducted by Danmarks Statistik (2018) 
supported the trend toward increasing importance og qualitative growth driver for entrepreneurial activity. Since 
2007 the number of the best educated entrepreneurs have increased significant (approx. 40 %), and the 
intermediate educated kept their number. Entrepreneurial endeavor decreases for all other groups. Accordingly, 
the geographical pattern of start-up turned toward the urbanized areas, the Capital region and the Eastern 
Jutland city-belt.  

In a German context Mecklenburg-Vorpommern (and the southern vicinity of Hamburg in Lower 
Saxony as well) as a part of the metropolitan region of Hamburg is very diverse compared to the city state of 
Hamburg. A recent OECD study (OECD 2019) has shown that the Metro-region lacks behind other German and 
European regions, regardless the fact that Hamburg is among the NUTS I regions with the highest income per 
capita2. 

Turning next to the columns it is observed that the countries has different stronghold positions by 
indicators.  

From the rows it can be observed that the value of the indicators in general has increased. The countries 
have in general strengthened their positions relatively to other nations. The slowest rate of growth can be 
observed for Norway where as the highest rate of growth can be observed for Finland. On average there are two 
indicators with high values namely “the presence of property rights” (VIII) and “ease of access to physical 
networks” (XI). The significance of these indicators is not surprising. For example, the Regional Innovation 
Scoreboard see European Commission (2019) also report that the presence of patents or similar is an influential 
indicator for stimulating economic growth. The weakest entrepreneurship indicator is general “training in 
creating and managing SME’s incorporated within the education system” (V). This indicator is found to be 
stronger in many countries with lower patent innovative capacities, see European Commission (2019). Theses 
countries are more comparative in “learning by doing” related innovative performances. 

Overall the table reveals a picture of drivers of entrepreneurship toward economic development that 
focuses on quite high-level parameters of development based mainly factors supporting measures derived from 
the concepts of non-linear new economic growth rather than the neoclassical approach. 
 
 
 
 
 

                                                 
1 Unfortunately, new regional GEM data were not accessible for us, but the trend about exports of medium high/high technology 
intensive manufacturing as percentage of total exports in table 5 also include new start up and may be an indication of the 
geographical distribution. 
2 For a discussion of the entrepreneurial aspects see Cornett 2018:250-252. 
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  Table 4: Factor Endowment for Entrepreneurship 

 
 
Source: GEM (2019). 

 
 

I II II IV V VI VII VIII IX X XI XII
Germany 2018 2.84 2.60 2.63 3.47 1.84 2.73 2.77 3.39 3.06 3.10 3.61 2.65
Sweden 2018 2.86 2.43 2.22 2.89 2.40 2.79 2.52 2.99 3.48 2.96 4.23 2.90
Germany 2017 2.84 2.68 2.48 3.40 1.56 2.58 2.60 3.43 2.84 2.70 3.96 2.62
Sweden 2017 2.88 2.23 2.07 2.63 2.40 2.56 2.58 2.92 3.01 2.60 4.33 2.99
Finland 2016 3.13 3.26 3.18 2.86 2.36 3.00 2.77 3.35 2.82 3.04 4.58 2.73
Germany 2016 2.94 2.37 2.48 3.43 1.70 2.59 2.49 3.34 3.13 3.08 3.76 2.59
Sweden 2016 2.71 2.31 2.38 2.87 2.50 2.54 2.56 2.99 3.49 2.68 4.07 3.04
Finland 2015 2.59 3.20 2.93 2.76 2.28 2.55 2.38 3.42 3.28 2.80 4.45 2.69
Germany 2015 2.59 2.54 2.34 3.37 1.65 2.49 2.38 3.53 2.69 3.05 3.81 2.53
Norway 2015 2.53 2.27 2.60 2.63 2.41 2.52 2.55 3.27 3.14 2.54 4.05 2.83
Sweden 2015 2.81 2.43 2.38 2.78 2.34 2.36 2.45 3.06 3.49 2.69 4.38 3.03
Finland 2013 2.77 3.27 3.09 2.89 2.66 2.94 2.99 3.45 2.83 2.88 4.25 2.91
Germany 2013 2.84 2.58 2.59 3.43 1.94 2.59 2.80 3.32 3.18 2.77 3.71 2.78
Norway 2013 2.79 2.39 2.76 2.95 2.60 2.62 2.86 3.61 2.88 2.62 4.14 2.76
Sweden 2013 2.32 2.73 2.51 2.72 2.33 2.35 2.39 2.97 3.41 2.62 4.23 3.16
Denmark 2012 2.32 2.51 2.56 3.13 2.61 2.65 2.49 3.23 2.81 2.61 4.09 2.58
Finland 2012 2.73 3.17 3.31 2.95 2.47 2.87 2.71 3.45 2.78 2.86 4.25 2.77
Germany 2012 2.89 2.89 2.78 3.57 2.07 2.88 2.72 3.34 2.91 2.84 3.87 2.74
Norway 2012 2.42 2.17 2.74 2.83 2.69 2.90 2.72 3.62 2.78 2.42 4.24 2.90
Sweden 2012 2.52 2.64 2.53 2.99 2.39 2.47 2.51 2.84 3.46 2.50 4.16 2.67
Denmark 2009 2.61 3.12 3.05 3.41 2.93 2.80 2.71 3.35 2.31 2.92 4.20 3.00
Finland 2009 2.75 3.26 3.16 2.79 2.32 2.77 2.72 3.18 3.13 2.68 4.17 2.73
Germany 2009 2.69 2.96 2.64 3.48 1.98 2.67 2.72 3.39 2.68 2.83 3.98 2.67
Norway 2009 2.63 2.45 2.64 2.99 2.48 2.96 2.82 3.49 2.53 2.50 4.12 2.79
Denmark 2006 2.74 3.19 3.05 3.03 2.52 2.30 2.64 3.73 2.76 3.12 4.38 2.64
Finland 2006 2.99 3.34 3.28 3.18 2.22 2.70 3.01 3.64 1.86 3.28 4.51 2.63
Germany 2006 2.75 3.01 2.30 3.40 1.83 2.49 2.58 3.42 2.76 2.70 4.09 2.37
Norway 2006 2.80 2.31 2.56 2.88 2.55 2.68 2.72 3.53 2.34 2.76 4.09 2.59

Note: I The availability of financial resources for small and medium enterprises (SMEs) (including grants and subsidies)
Financing for entrepreneurs

II The extent to which public policies support entrepreneurship - entrepreneurship as a relevant economic issue
Governmental support and policies

III The extent to which public policies support entrepreneurship - taxes or regulations are either size-neutral or encourage new and SMEs
Taxes and bureaucracy

IV The presence and quality of programs directly assisting SMEs at all levels of government (national, regional, municipal)
Governmental programs

V The extent to which training in creating or managing SMEs is incorporated within the education and training system at primary and secondary levels
Governmental support and policies

VI The extent to which training in creating or managing SMEs is incorporated within the education and training system 
in higher education such as vocational, college, business schools, etc. 
Basic school entrepreneurial education and training

VII The extent to which national research and development will lead to new commercial opportunities and is available to SMEs
Post school entrepreneurial education and training

VIII The presence of property rights, commercial, accounting and other legal and assessment services and institutions that support or promote SMEs
R&D transfer

IX The level of change in markets from year to year
Commercial and professional infrastructure

X The extent to which new firms are free to enter existing markets
Internal market dynamics

XI Ease of access to physical resources communication, utilities, transportation, land or space at a price that does not discriminate against SMEs
Internal market openness

XII The extent to which social and cultural norms encourage or allow actions leading to new business methods or activities that can potentially 
increase personal wealth and income
Physical and services infrastructure
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4. Conclusion - Explaining variations in national and regional growth potentials 

 
The structural shifts (geographical, sectoral as well functional) in international trade between industrial 

and developed countries, is predominately based on growing importance of competitive advantages rather than 
comparative advantages. This holds to a large extent also on the regional scale and is reflected in a fundamental 
alteration of regions economic performance. New services and industries have taken the lead, mainly powered 
by growth dynamics linked to non-linear growth factors in general and Knowledge Intensive Services and 
Industries (KIS&I) in particular. These have become the new engine of economic development and have to 
certain extent replaced the traditional export-based growth. In this sense the KIS&I have become the new 
export-base facilitating regional growth based on competitive rather comparative advantages.  

New types of infrastructure (i.e. IT related infrastructure) and in particular soft infrastructure like R&D 
facilities or universities are preconditions for regions to take advantage of new opportunities. This trend has also 
reinforced the process of urbanization leading to an growing gap between metropolitan and rural regions 
development prospects, see figure 2.  

Innovation and entrepreneurship are related components in the process of regional development. They 
enter the production function in a non-linear way. This introduces an element of increasing returns to scale in 
the process of production and growth, predominately in center- and metro-regions.  The countries and regions 
considered here in Northern Western-European hemisphere have for a long time been equipped with efficient 
tools for facilitating this process of economic development. The man-made advantage is gaining increased 
significance relative to the natural resources. This also implies that capital is being utilized in a different way 
than earlier putting increased attention into elements such as patent-creation and implementation. 

This process is taking place with different strengths in the regional dimension. In many cases the center-
periphery discussion is becoming increasingly significant. Although a lot of growth and development is 
undertaken in remote areas (i.e. in Northern Sweden or Western Norway, compare table 3 & Figure 4) then the 
centers are becoming increasingly significant. 

So far, the conclusion for the prospect of regional convergence and divergence seems to be rather 
pessimistic for most non-metropolitan areas. Nevertheless, the change form comparative to competitive 
advantages opens new perspectives for policy driven development1, and a revival of endogenous regional 
growth concepts, supported by national or EU-programs to create regional or local advantages2. The differences 
in potentials: comparative vs. competitive advantages or natural resources vs. man-made advantages opens at 
last opportunities for (persistent) growth and regional economic transformation in structural lagging regions. 
This can take place as a fundamental reorientation or as a more gradual process to overcome path dependency 
and move into new directions. This does not mean that regional change is the sole responsibility of the regions. 

Fundamental restructuring or continuous reshaping of the economy is not always a realistic option. 
Some production systems may become obsolete, and when the qualification of the incumbent workforce not 
matches the needs of the new industries, transformation may become a long-lasting process, taking generations 
rather then years. Classical examples are mining districts or industrial monocultures like the textile industry 
regions in Europe or the US with their highly specialized workforce. Based on the results the project provides a 
tentative assessment of, in which of the three categories of regions a development policy based on competitive 
advantages and new economic growth has the best prospects. Among the preliminary findings are, that regions 
are affected different, and that the time profile of measures is different. New Economic growth theory anchored 
policy has usual a longer time horizon when used as vehicle for regional economic transition. Furthermore, 

                                                 
1 The above mentioned exemples from Norway and Sweden or the southern part of Eastern Germany are examples of how man-made 
factor endowment matters.  
2 For an assessment see Johannsson et al. (2002b) and in particular pp. 411-13 regarding formation of dynamic local advantages and 
instruments. 
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sectoral and demographic factors interfere differently depending on the type of regions, the economic system 
and the regional factor endowment.  
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