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Abstract 

This study provides a critical analysis of the competences of local authorities, 
their instruments and their role in addressing social disparities.  It presents an 
overall description of the variety of local authority structures across the EU and 
then looks closely at how those authorities deal with specific policy challenges.  
This research is illustrated by case studies of 13 different local authorities, their 
challenges, priorities, approaches, and requirements. The paper seeks to 
identify common factors leading to the success or failure of these approaches, 
and suggests possible solutions. 
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EXECUTIVE SUMMARY 
The division of responsibilities between the European Union and its Member States has 
been the subject of extensive discussions and research, not least in the preparation of the 
Lisbon Treaty. While it is highly probable that this debate will be a continuous one, with 
cyclical peaks and troughs, considerably less consideration is given to the complex and 
diverse interactions between the EU, its 27 Member States and their myriad Local and 
Regional Authorities. 

This study seeks to provide the Committee on Regional Development of the European 
Parliament with what can only be an illustrated overview of the status, competences and 
structures of local authorities across the 27 Member States. It then proceeds to develop a 
critical analysis of the role of local authority policies, approaches and actions in terms of 
addressing local disparities. This analysis is developed from research and fleshed out 
through seven case studies on local situations and actions in different Member States. 

The EU working group on multi-level governance has divided Member States into four 
categories: centralised unitary states, decentralised unitary states, regionalised unitary 
states, and finally, federal states. Local authorities have differing statuses and degrees of 
autonomy in each of the four models, and to further complicate the picture, there are 
significant differences between different levels of local authorities within individual states, 
and differences between their situation in Member States which fall into the same category. 

At one end of the spectrum local authorities in centralised unitary states such as Romania 
or Ireland enjoy relatively restricted autonomy – even in policy areas where they have 
considerable responsibilities. In Federal States such as Belgium or Germany, the 
competences of Local and Regional authorities are defined by law, even by constitutional 
provisions. Local authorities have different status and competences as clearly illustrated by, 
for instance, a German Land and a German district municipality. 

These differences often derive from historical and cultural bases. Such bases play at least 
as important a role in determining local authorities’ approaches as do their legal or 
constitutional status. The formal boundaries of local authorities have often been overtaken 
by economic and social developments such as urban sprawl into neighbouring counties or 
provinces, and changing migratory or commuting patterns. Similar, though more complex, 
realities can be observed in border regions where economic catchment areas and 
settlement patterns cross national boundaries and affect local authorities from Member 
States with different structures of governance. 

Levels of financial autonomy also vary widely between local authorities. Some are primarily 
dependent on national financing, while others are relatively free to fix and raise their own 
taxes and even to issue their own bonds to raise capital. Most depend on some level of 
national financing and there can also be significant differences both within and between 
different Member States. In some there is a formally established transparent system, often 
based on an amount per capita. In others, financing has to be politically negotiated on a 
case-by-case basis. There is a trend towards inviting local authorities to competitively bid 
publicly for project and capital financing. This is notable in Italy and the UK. 

Local authorities are responsible, to varying degrees, for the delivery – if not always for the 
design – of a wide range of policies and services. This responsibility includes spatial and 
construction planning, housing, education, environment, transport (construction and 
operation), security, social welfare, health, and employment amongst others.  etc. Almost 
all of these impact on local disparities. Local authorities also have a have an important 
function to play in the implementation and delivery of major European strategies such as 
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Lisbon and Gothenburg one, the Environmental Action Plan, the Leipzig Charter, and the 
Social Agenda, to mention but a few. 

The rise of multi-level governance has resulted in an increasing need for coordinating 
mechanisms and platforms. These can function on a sectoral basis such as transport, but 
the European experience also facilitates the emergence of a territorial approach.  

The “Territorial Agenda” document of the Informal Ministerial Meeting in Leipzig 2006 
stressed the requirement for, and approaches to, territorial coordination. It also presented 
arguments for new forms of territorial governance. Euroregions are one well-established 
model, and the European Grouping for Territorial Cooperation (EGTC) offers a flexible legal 
tool for cooperation between different levels of government, public agencies, and private 
stakeholders across national frontiers. Such territorial groupings can be project-driven and 
may “mix-and-match” different formal territories. 

Local authorities often find themselves having to address social disparities caused by 
developments or policies over which they have no control and little influence. Global 
economic shifts can lead to the decline or collapse of traditional industries. A city or region 
with a heavy dependency on a declining industry, such as metallurgy or ship-building, can 
suddenly find itself faced with massive social, spatial and development needs, as its tax 
base collapses. The case study of the Polish city of Elblag provides one such example. 

The Marinha Grande case study describes a Portuguese town where over 60% of jobs are 
located in traditional industries (glass and plastics) and where the town council has been 
instrumental in launching a Territorial Employment Pact (TEP) involving the social partners 
and other stakeholders in a proactive effort to diversify the town’s economy. 

In some countries there has been a strong trend for people, particularly those on higher 
incomes, to move from cities proper to suburbs which are seen as offering higher housing 
standards (individual dwellings rather than high-rise apartments) and a better quality of 
life. This trend is illustrated in the Budapest and Vienna case studies. In other countries, 
such as France, the tradition has been more one where the most desirable residential areas 
are to be found in the city proper, with the suburbs (banlieu) being reserved for social 
housing. 

A different trend has also become apparent in recent years where people leave cities not 
for the immediate suburbs but for towns and villages some distance into neighbouring rural 
areas. Such housing developments in the USA have been given the title of “exurbs”. In 
Europe they pose questions to traditional definitions of “urban” and “rural” zones. 

Migratory patterns between the towns and cities where 74% of EU citizens live and their 
outskirts or neighbouring rural areas impact on land and house prices, local tax bases, and 
services. Such lifestyle choices normally involve increased use of private cars as opposed to 
public transport with all the questions of sustainability which that poses. 

Unchecked market forces tend to push people on low incomes into areas with low cost, and 
often low standard, accommodation. Local policies and interventions can either reinforce 
market trends, or balance them to ensure a stable social mix while avoiding the creation of 
disadvantaged pockets in towns and cities.  

The new Member States from Central and Eastern Europe inherited housing stock largely 
composed of apartment building housing estates which were of course in public ownership 
under Communist rule. The case study of the Havanna housing estate in Budapest 
illustrates how city and local municipalities are dealing with privatising housing while 
maintaining the social fabric of their communities. 
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Inward migration from other Member States, or from beyond the European Union, brings 
new strains to bear on local services including housing, education and employment. The 
case study of the city of Leicester’s Strategy Business plan offers an insight into how a local 
consortium backed by the city, national and EU funds, seeks to deal with a reality where 
approximately 40% of residents are from ethnic minorities. 

Inward migration poses particular challenges in societies more accustomed to emigration. 
The Turku Diversity Policy case study shows how that Finnish city is seeking to adapt to 
just such a novel situation. The city of Turku has laid special emphasis on providing 
employment and training opportunities for the 4.4% of its population who are migrants, 
many with refugee status.  

The structure, traditions and resources of local authorities obviously condition their capacity 
to develop policies to address and balance disparities. All local authorities, whatever their 
status, do have real local knowledge and contacts and are confronted with their local 
realities on a daily basis. This can allow them to develop integrated approaches and 
strategies in areas such as housing, health care, education and employment. Some local 
authorities may need to develop their capacity to bid for national and EU funding to 
implement such approaches. 

Social disparities at the local level are multifaceted phenomena and have proved to be 
equally resistant to top-down narrow sectoral approaches and isolated local measures – 
building new housing does not by itself eliminate social disadvantages in a specific area. 
Coordinated actions involving the social partners, the local civil society, the local authority 
and the various arms of national government have shown themselves to be effectively 
obligatory. Local authorities have a unique contribution to make in bringing all these 
strands and stakeholders together.  

Improving skills, offering training, associating local educational services and resources with 
economic development goals, form an essential part of any local strategic approach. Local 
authorities are, once again, well positioned to draw these different stakeholders together. 

Identifying a local area’s assets and marketing them is a vital part of attracting capital and 
human skills. Local authorities have much of that local knowledge at “their fingertips”, and 
usually also have a relatively accurate picture of local shortcomings. There must be access 
to national and/or EU funding for local authorities to be able to undertake some of the 
investment such analyses and efforts require.  

Local knowledge and experience needs to be identified, recorded and shared. Such sharing 
can involve Local authorities pooling best practice experiences – as indicated in the Elblag 
case study where Swedish and UK Local authorities were able to offer guidance to the city’s 
authorities. 

There must also be a clear operating mechanism whereby local experiences can be 
effectively fed into national and European policy making systems. The assessment of 
policies also needs to feed back into the process of creating local knowledge. The 
exemplary cycle from policy development to implementation and learning is piloted in all 
territorial EU policies which require the involvement of the relevant local stakeholders. 

This study cannot provide a comprehensive view of the actions and problems of all Local 
authorities throughout the EU. What it does show is how different authorities have 
identified local problems, real or potential, and the approaches they have employed or are 
developing to address local disparities. 
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Inclusive multi-level governance is both a necessity and increasingly a reality. It needs to 
be studied, recorded, and facilitated as a key part of the process of achieving sustainable 
social and economic development. 

Key Recommendations 

(1) Multi-level governance solutions can help to compensate the lack of competences 
of local authorities in different fields and therefore must be further promoted at 
EU level. Models and applicable instruments for multi-level-governance need to 
be developed for the local level.  

(2) Territorial approaches should be fostered also in other than the ERDF in order to 
create additional “access points” for local authorities.  

(3) Housing and employment are two policy fields in which smaller local authorities 
tend to suffer most from a lack of adequate competences to combat disparities. 
In these fields the EU’s enabling role (promoting projects, research and actions) 
needs to be further developed.  

(4) Funding-schemes which allow for “innovative” and “explorative” answers to the 
quickly changing local problems are essential for small and medium-sized local 
authorities and need to be further developed.   

(5) The promotion and support of knowledge-exchange in particular on local issues 
needs to be integrated in relevant EU-programmes (e.g. stronger consideration in 
transnational cooperation programmes).  

(6) The assessment of local policies needs to feed back into the process of creating 
local knowledge. The exemplary cycle from policy development to implementation 
and learning is piloted in all territorial EU policies, which require the involvement 
of local actors.  

(7) Know-how on local issues needs to be built up also within local administrations, 
which often tend to be overloaded with “administrative implementation” issues 
and the timely absorption of resources. 

(8) Activities promoted by groups of local actors (e.g. Local Action Groups) create a 
high visibility and ownership of results. Approaches fostering the self-responsible 
identification of local needs, the preparation of local strategies and the 
implementation (e.g. via global grants) should be further expanded. 

(9) In order to enhance the chances of local authorities in competitive funding 
programmes respective capacity-building programmes need to be fostered (also 
at EU level).  

(10) With respect to the administrative burden, related to the management of EU 
projects, considerations concerning the proportionality of the requirements need 
to be revised in particular with a view to small and medium-sized local 
authorities.  

(11) Local authorities should be more involved in policy design (at regional, national 
and EU level) in order to ensure the breakdown of the actions at the local level 
and the “translation” of EU strategies to local stakeholders.  

(12) The development, delivery and reporting of major EU Strategies (Lisbon, 
Gothenburg etc.) needs to consider and to make visible the local contribution with 
a view to raise the commitment of local actors. 
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1. CONCEPTUAL FRAMEWORK 

1.1. Introduction 

The distribution of competences between the European Union (EU) and the Member States 
has been debated extensively particularly during the preparation of the Lisbon Treaty. 
However, much less attention has been devoted to the division of powers within Member 
States, i.e. between national and sub-national levels, since this is subject to subsidiarity. 

Local and regional authorities, their competences, their operational principles, their 
budgetary powers and their role in national and regional decision-making processes, differ 
substantially from one Member State to the other. Moreover, these elements are constantly 
changing given the devolution or centralisation processes underway in several Member 
States. 

Irrespective of the type of government - centralised, decentralised/regionalised, or federal - 
which relates primarily to the relationship between regions and the central state, local 
authorities take over an important function in terms of actually implementing policies. 

Local authorities play a vital role in a number of policy areas: planning, housing, education, 
environment, mobility (urban transport, traffic safety) social welfare, health, employment 
etc. Almost all of these impact on local disparities. Local authorities take over an important 
function in the implementation of major European strategies such as Lisbon and 
Gothenburg, the Environmental Action Plan, the Leipzig Charter, and the Social Agenda, to 
mention but a few. 

The purpose of this study is to provide the Committee on Regional Development with a 
critical and detailed analysis of the competences of local authorities in the 27 Member 
States and their role in addressing social disparities. Its aims are 

• to give an account of the diversity of competences of local authorities within the EU; 

• to assess the role of local authorities within individual Member States; 

• to assess the role of local authorities in the Member States in addressing social 
disparities. 

This study provides in chapter 1 a review of the competences of local authorities in the EU 
and an analysis of social disparities with respect to their form, character, and the major 
challenges faced when tackling them.  

Illustrative cases of responses by local authorities are shown in chapter 2, where a set of 
examples of good practice in combating social disparities, including an assessment of the 
importance of local authority legal competences, is presented. 

A set of recommendations and guidelines for decision-makers is provided in chapter 3.  

  

1.2. The local level and its competences 

This chapter aims to specify what we can understand by “local authority” in the different 
Member States and what the common grounds of their competences in EU27 are. 

1.2.1. Administrative systems 

The power of local authorities in EU27 and their political responsibilities strongly depend on 
the political-institutional context of the Member States under which they operate. This 
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reflects the institutional powers with which different governmental levels are endowed in a 
Member State. It is the legal basis of powers, and thus directly impacts on local policies for 
combating social disparities.  

The institutional and in many cases constitutional settings of the Member States have been 
distilled by the EU working group on multi-level governance1 into four categories, which are 
distinguished by the degree of autonomy of the sub-national levels and the mode for 
transferring the powers: 

• (Centralised) unitary states have only local and national executive institutions. 
Regional levels may exist for administrative reasons but are subordinate to the 
central state. 

• Decentralised unitary states have undertaken a process of reform to establish 
elected regional authorities above the local level. 

• Regionalised unitary states are characterised by the existence of elected regional 
governments with constitutional status, legislative powers and a high degree of 
autonomy. 

• Federal states have constitutionally guaranteed power-sharing systems. 

 

Table 1: Typology of State Structures 

State structure Member State 

Unitary states 
Bulgaria, Cyprus, Estonia, Greece, Hungary, 
Ireland, Lithuania, Luxembourg, Portugal, 
Romania, Slovenia 

Decentralised 
unitary states 

Czech Republic, Denmark, Finland, France, Latvia, 
Slovakia, Sweden, The Netherlands 

Regionalised 
unitary states 

Italy, Malta, Poland, Spain, United Kingdom 

Federal states Austria, Belgium, Germany 

Source: http://ec.europa.eu/governance/areas/group10/report_en.pdf and  
ESPON project 2.3.2. Final Report (for New Member States’ classification) 

In recent years, considerable movement between these types has been observed, often 
labelled as regionalisation, a term vague enough to describe quite a wide variety of actual 
changes in the institutional settings of individual Member States. 

Decentralisation refers to the transfer of competences to a lower level while the central 
level retains overall power. 

Devolution is a stronger form of decentralisation: it includes non-public stakeholders, the 
economic sphere and parts of the civil society into governance arrangements in order to 
accomplish public tasks and to achieve public benefits. 
                                          

 
1  Working Group on Multi-Level Governance: Linking and Networking the various Regional and Local Level”. 

(Group 4c). 2001. http://ec.europa.eu/governance/areas/group10/report_en.pdf 
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Table 2: Synoptic overview on local administrative levels in EU272 

Member 
State Municipal level N° of 

municipal. 

Directly 
elected 

municipal 
council 

Directly 
elected 

executive 
(mayor) 

Austria Gemeinde 2358 Y N 

Belgium gemeenten, communes, 
Gemeinden 589 Y N 

Bulgaria obshtina 264 Y Y 

Cyprus demoi, koinotites 33 Y N 

Czech 
Republic obec 6254 Y N 

Denmark kommuner 98 Y N 

Estonia omavalitsus; lnnad, vallad 554 Y N 

Finland kunta 415 Y N 

France communes 36680 Y N 

Germany Gemeinden, kreisfreie Städte, 12432 Y Y/N 

Greece dinos, koinotita 1034 Y Y 

Hungary municipalities, towns 3169 Y Y 

Ireland municipalities 80 Y N 

Italy comuni 8101 Y Y 

Latvia pgasts, pilesta, republikas 
pilseta, novads 525 Y N 

Lithuania savivaldybė; rajono savivaldybė, 
miesto savavivaldybes 60 Y N 

Luxembourg commune 116 Y N 

Malta municpalities 68 Y N 

The 
Netherlands gemeenten 443 Y Y 

Poland gmina 2478 Y Y 

Portugal muncípios 308 Y N 

Romania comune 3005 Y Y 

Slovakia obec 2887 Y Y 

Slovenia obcina, mestna obcina 210 Y Y 

Spain municipios 8109 Y N 

Sweden kommuner 290 Y N 

United 
Kingdom 

shire counties, unitary 
authorities, district councils 114 Y/N Y/N 

                                          

 
2  own representation according to Michael Keating and Jacques Ziller, Study on the Division of Powers between 

the European Union, the Member States, and Regional and Local Authorities, on-line publication, Committee of 
the Regions, 2008. 
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1.2.2. Devolution and decentralisation: Evolving systems of territorial 
government at the local and regional level 

Regional policies during the 1950s, 1960s and 1970s tended to be centralized, since the 
aim was to ensure even development across the national territory. Institutions included 
development agencies under central government control and regional planning machinery. 
The latter was designed as a bridge between central and local government and between 
government and the private sector and civil society. Some states had regional development 
councils and boards bringing together the levels of government and public and private 
sectors. Experience was mixed, since these bodies often had weak powers and were unable 
to resolve conflicts of priorities. In some countries, they evolved into elected regional 
government. In Germany, the need to bring central and regional levels together within the 
federal system was met through the Joint Tasks Framework. At the same time, states 
sought to rationalize and consolidate local government and introduced metropolitan 
structures to facilitate planning.  

The economic crisis of the 1970s put the centralized model of regional policy in question. 
Since then, decentralizing trends have further modified it. During the 1980s there was an 
emphasis in some countries on the urban level rather than the regional one. Academic 
literature started to emphasize the role of cities, especially as economies moved toward 
services. Metropolitan government went out of fashion.  

In the 1990s the emphasis has been put on competitiveness and regional and local 
competition. This responds to changing academic thinking about the drivers of growth, 
which puts more emphasis on endogenous development and human and social capital, 
rather than diversionary policy or subsidies. Diversionary policy is in any case hampered by 
fiscal austerity, global competition and EU competition rules. Regional development policy 
has been widely decentralized to regions themselves. There has also been a revival of 
interest in metropolitan government.  

Regional governments have also strengthened since the 1990s for reasons other than the 
needs of development policy. Complex states such as Belgium, Spain and the United 
Kingdom have introduced devolution to manage national diversity. They and others, such 
as Italy, have strengthened regions in the interests of efficacy, responsibility and reducing 
the political and administrative burden on the centre. There have been moves to more 
fiscal decentralization. In Germany and Switzerland federalism has been reformed so as to 
give more responsibility to the Länder and cantons, which has been represented as a move 
from co-operative to competitive federalism. All of this has sharpened inter-regional 
competition over taxes and inward investment. There have been efforts to engage the 
private sector in various forms of public-private partnership at local and regional level3.  

The impact of EU policies 

Since the late 1980s, EU regional policy has provided significant funds for development and 
affected policy and institutions. The EU has emphasized the new thinking, with less 
emphasis on subsidy and infrastructure and more on human and social capital. It has 
required administrative institutions to implement Structural Funds but has hesitated to tell 
national governments how to organize territorial government. It has insisted on 
partnership, bringing in non-governmental actors. In the new member states, it has played 

                                          

 
3  see Michael Keating and James Hughes, The Regional Challenge in Central and Eastern Europe (PIE/ Peter 

Lang, 2004). 
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an ambivalent role, giving early signals in favour of decentralized policies, and then 
favouring centralized administration in the first years of membership, then moving back 
towards more decentralization. EU competition policy since the 1980s has also affected 
regional development policies by restricting state aids (at state, regional and local levels) 
as well as implicit subsidies through cross-subsidization.  

This leaves a picture of considerable complexity. Regional and local development policy 
consists of a range of instruments. Some, like education or health, affect development 
indirectly. Others, such as planning, infrastructure and state and European aids, are more 
direct. The European and national levels play key roles in regulation and funding, but all 
levels are involved in the development process.  

Growing importance of sub-national levels  

Irrespective of the type of governmental set-up, the sub-national level has either gained in 
importance relative to national governments, or enlarged its institutional approach, and had 
sometimes done both. This formal reality is at times diluted when budgetary powers are 
also taken into account. Regulatory powers and public finance should parallel each other, 
but this is, however, more the exception than the rule. In general, the budgetary powers 
deviate from the regulatory ones. One reason for this is that the municipal/local level often 
has more budgetary powers than it has regulatory ones, under all four types of state 
organisation. 

There are a number of reasons for the growing importance of sub-national levels of 
government. One is the changing requirements of development policy. Participation of a 
larger group of actors from both the public and private sectors in the formulation and 
implementation of development policies is currently seen as being crucial for the success of 
such policies. Innovation oriented growth policies, fostering entrepreneurship and 
productivity gains by moves toward a knowledge society (life-long learning) etc. demand a 
closer interaction between the stakeholder groups involved. Governments can only 
effectively manage such interactions at the “sub-national” level. This is partly reflected in 
the change in regional development policy from an equity-dominated approach towards one 
more focused on competitiveness and growth, and the switch from regional aid to a more 
strategic (programming) approach.  

Regional governmental powers have also grown for other reasons. Complex states such as 
Belgium, Spain and the United Kingdom have introduced devolution to manage national 
diversities. They and others, such as Italy, have strengthened regions in the interests of 
efficacy, responsibility and to reduce the political and administrative burdens on central 
government. 4 

In general, the drive for more administrative efficiency and in particular for more efficient 
delivery of public goods has obliged many Member States to reorganise their governmental 
settings, frequently but not always in the direction of decentralisation or regionalisation. 
Counteractive centralisation has also been observed, both within the different sub-national 
levels and between sub-national and central governments, e.g. in the organisation of courts 
and for some citizens’ services (mostly connected to intensified use of ICT by the public 
sector). 

                                          

 
4  see Michael Keating , ‘Territorial Government in the New Member States’, in Wojciech Sadurski, Jacques Ziller 

and Karolina Zurek (eds), Après Enlargement. Legal and Political Responses in Central and Eastern Europe, 
Florence: Robert Schuman Centre for Advanced Studies, European University Institute, 2006, pp.249-70.  
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There have also been moves towards more fiscal decentralisation in some countries. In 
Germany federalism has been reformed so as to give more responsibility to the Länder. All 
of this has sharpened inter-regional competition over taxes and inward investment. 

Main findings 

• Responsibility for delivering EU policies may also be divided, decentralized, or 
shared. This may or may not correspond to the domestic division of 
competences. Overall, the European Union relies on sub-national authorities to 
deliver many of its policies and to commit itself closer to its citizens.  

• A certain tendency to group local authorities can be observed in several 
Member States with a view to increase efficiency and to pool resources and 
infrastructures (e.g. Belgium, Sweden). 

• The impact of EU enlargement on sub-national governments in the New 
Member Sates has been that one of a catalyst for change in sub-national 
government. During their periods of transition, these countries have 
undertaken major reforms in the system of sub-national government. 

• Regional policy refers to the objectives and instruments for regions, but the 
policy can be made and managed at any spatial level. So in the 1960s regional 
policy was essentially a matter for central governments but now it tends to be 
shared. 

• Regional partnerships. In some cases, the model of regional councils consisting 
of local and central government together with the social partners persists. 

• There has been a tendency to financial decentralization although this is 
uneven. It may involve decentralizing expenditure decisions or decentralizing 
taxation. In the latter case, taxes may be assigned or devolved. Regional and 
local governments may have greater or lesser discretion in the funds that they 
assign to economic development. In some cases, multiple levels, including the 
EU, jointly finance development projects. 
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1.2.3. Division of powers  

In the EU context the term ‘competence’ is used to define whether the Union or the 
Member States have the responsibility under the EC Treaties to make decisions on a 
particular policy (see table below). In defining whether the EC or the Member States have 
competence in any particular area or for a specific task, the terms “spheres of 
competence”, “shared competence”, “Community competence” and “exclusive competence” 
are used in the present Treaties, but these do not list areas of exclusive or shared 
competence. 

However, competences at regional and local level are not specified in the treaties and their 
assessment is a very complex task, as they vary widely within the European countries. As 
common rule, it can be defined, that 

• the local level as the basic territorial and administrative unit of local democracy is 
headed either by a directly or indirectly elected mayor (the latter being appointed by 
the municipal council); 

• executive powers are concentrated at the local and regional level while the 
legislative powers are limited to the national and in federal or regionalised states 
also to the regional level; 

• the basic division of competences is usually included in the constitutions of a 
country; this is however further complemented by (sectoral) legislations, case law, 
acts of Parliament, etc.  

• the allocation of competences can change very quickly throughout the Member 
States.  

The allocation of revenue determines the economic and fiscal policy available for local 
authorities as well as their interaction on fiscal policy. One may distinguish between 
separate or combined revenue allocation systems, with separate allocation systems 
generally affording a greater degree of autonomy and/or greater incentives to secure an 
adequate amount of tax revenue. The expenditure powers assigned to local authorities 
gives them a high degree of autonomy on the expenditure side of the budget. However, the 
power to decide over expenditures does not always coincide with the power to raise fiscal 
revenue. In general terms, the fiscal dimension is characterized by  

• the fiscal revenue (e.g. attribution of tax revenues in % of total public expenditure; 
taxation powers, institutionalized financial equalization mechanism, transfers); 

• the decision-making power over expenditures and own financial instruments (in 
particular budgetary arrangements to fulfil functions of regional development 
policy); 

• the co-financing regimes prevailing both between EU and (sub-)national levels and 
within the Member States. 

From the following table, it becomes clear that at EU level only in regionalised and federal 
states, do regional levels have legislative powers, while in decentralised and unitary states 
they have administrative powers. At the regional, and particularly at the local level, the 
administrative competence is by far the most dominant.  
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Table 3: Policies or fields of Community action5 

Competences of the regional levels 
Policy or fields of 

community action6 
State/Union 
competences Federal or 

regionalised
decentralised 

states 
Unitary 
states 

economy and currency exclusive    

commerce exclusive    

agriculture exclusive legislative   

fisheries exclusive legislative   

transport shared legislative administrative  

culture shared legislative administrative  

competition shared    

employment and social 
affairs 

shared legislative   

environment shared legislative administrative  

industry shared    

RDT shared legislative   

transport networks shared    

public health shared legislative administrative  

education and training shared legislative administrative  

consumer protection shared    

energy shared    

civil protection shared legislative   

tourism shared    

customs shared    

internal market  exclusive    

enterprise shared    

information society shared    

regional policy shared    

audiovisual shared    

  

                                          

 
5  Working Group on “Multi-Level Governance (2001): Linking and Networking the Various Regional and Local 

Levels” (Group 4c).http://ec.europa.eu/governance/areas/group10/report_en.pdf; modified. 
6  Bold letters indicate those fields, which are of major relevance for addressing “social disparities” at the local 

level. 
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In the context of the ESPON-project 2.3.2 the devolution of powers in the field of spatial 
planning has been analysed for EU27, distinguishing between strong, medium and weak 
competencies in the field of spatial planning.7 As ‘spatial planning’ has been defined as a 
“horizontal policy” covering a vast set of competences for addressing social disparities, this 
analysis is a good indicator concerning the devolution of competences for tackling social 
disparities.  

Table 4: Overview on devolution of competences in spatial planning 

State Structure8 Member State local regional national 

U Bulgaria ++ ++ +++ 

U Cyprus +++ + +++ 

U Estonia +++ ++ +++ 

U Greece + ++ +++ 

U Hungary +++ ++ ++ 

U Ireland +++ + +++ 

U Lithuania +++ ++ +++ 

U Luxembourg +++  +++ 

U Portugal +++ ++ +++ 

U Romania +++ + +++ 

U Slovenia +++ ++ +++ 

R Italy +++ +++ + 

R Malta ++ ++ +++ 

R Poland +++ + +++ 

R Spain ++ ++ + 

R United Kingdom +++ + +++ 

D Czech Republic +++ ++ ++ 

D Denmark +++ +++ + 

D Latvia +++ ++ +++ 

D Slovakia +++ +++ +++ 

D Sweden +++ ++ + 

D The Netherlands +++ ++ +++ 

F Austria +++ ++ + 

F Belgium ++ +++ + 

F Finland +++ +++ + 

F France ++ ++ +++ 

F Germany +++ +++ +++ 

Source: ESPON project 2.3.2; own summary 

                                          

 
7  see ESPON project 2.3.2 (2006): Governance of Territorial and Urban Policies from EU to Local Level. Final 

Report. Part I. Summary 
8  D = Decentralised unitary; F = Federal; R = Regionalised unitary, U = Unitary 



Policy Department B: Structural and Cohesion Policies 
_________________________________________________________________________________ 

 

 20

The table indicates, that spatial planning is a strong competence of local authorities across 
all four types of state structures (being slightly less strong in federal and regionalised 
unitary states). In Belgium, France, Malta, Spain and Bulgaria the competences in spatial 
planning are medium, whereas they are weak only in Greece.  

The biggest variations concerning the power in the field of spatial planning are however to 
be observed at the regional level where obviously in federal states the respective 
competence is strongest; followed by decentralised and regionalised unitary states. The 
weakest spatial planning competence of the regional levels can overall be found in unitary 
states.  

The national level has a weak competence in Denmark, Sweden, Italy and Spain, whereas 
its position is medium in Hungary and the Czech Republic. 

1.2.4. The principles of EU territorial policies  

A number of territorial EU policies (e.g. Structural Funds, Leader, Interreg, Urban 
programmes) have developed similar norms of action at the local and regional level: 
vertical partnerships between levels of administration, horizontal partnerships between 
different sectors and with the civil society, dissemination of best practices. These principles 
concern not only questions of dividing power and authority between administrative levels 
but also the development of common strategies. Local actors in the EU are now accustomed 
to working in a Multi-level-Governance setting to achieve their aims. The principle of 
subsidiarity provides the constitutional guidance for the relationship between the different 
levels of government and governance. Article 5 (ex Article 3b) of the Treaty establishing 
the European Union states “The Community shall act within the limits of the powers 
conferred upon it by this Treaty and of the objectives assigned to it therein. In areas which 
do not fall within its exclusive competence, the Community shall take action, in accordance 
with the principle of subsidiarity, only if and insofar as the objectives of the proposed action 
cannot be sufficiently achieved by the Member States and can therefore, by reason of the 
scale or effects of the proposed action, be better achieved by the Community. Any action 
by the Community shall not go beyond what is necessary to achieve the objectives of this 
Treaty.” The principle of Subsidiarity thus also supports the concept of multi-level 
governance which provides guidance for designing the relationship between different levels 
of government.  

Relevant principles for local governments in the EU 

Subsidiarity 
This principle ensures that decisions are taken as closely as possible to the citizen and that 
constant checks are made as to whether action at Community level is justified: “In areas 
which do not fall within its exclusive competence, the Community shall take action, in 
accordance with the principle of subsidiarity, only if and in so far as the objectives of the 
proposed action cannot be sufficiently achieved by the Member States and can therefore, 
by reason of the scale or effects of the proposed action, be better achieved by the 
Community.”9 

                                          

 
9  Article 5 (2) of the Treaty establishing the European Community (TEC) 
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Proportionality 
This principle states that the EU may only act to the extent that is needed to achieve the 
objectives of the treaties, and not further. The Union must, where possible opt for the 
approach which leaves the greatest freedom to the Member States and individuals. 

 “Any action by the Community shall not go beyond what is necessary to achieve the 
objectives of this Treaty.”10 

Local self-government 
Local self-government denotes the right and the ability of local authorities, within the limits 
of the law, to regulate and manage a substantial share of public affairs under their own 
responsibility and in the interests of the local population.11 

Good governance 
“European governance concerns the European Union, but is not confined to the relationship 
between this body and governmental and nongovernmental actors. It includes the whole 
network of relationships between spheres of government, within and between the Member 
States”.12 

Partnership 
The partnership principle is one of the guiding principles of EU regional policy for decision-
making and management. Greater accessibility, effectiveness, transparency and democracy 
of the Community project and European issues in general can therefore be achieved 
through a greater involvement of regional and local authorities in the formulation and 
implementation Community policies with a strong territorial impact. This would improve 
their perception by the citizens.13 

                                          

 
10 Article 5 (3), of the Treaty establishing the European Community (TEC). 
11 European Charter of Local Self-Government (Council of Europe, 1985) 
12 White Paper of European Governance 
13 Article 11 of Council Regulation (EC) No 1083/2006 of 11 July 2006 
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1.3. Main issues of local disparities 

In this chapter, we analyse local disparities and ask which disparities have a strong local 
component? Are there any trends in this respect in EU27? Do local disparities depend on 
the size of the municipality? Which policy areas need to be considered in this respect? 
Which “issues” need a particular answer from local authorities? 

It is a key assumption in this study, that social disparities depend to a certain degree on 
the size of the local authority: Municipalities in urban areas are having to deal with different 
kind of disparities (e.g. social segregation, migration etc.) than those in more rural areas. 
For the description of the relevant issues therefore disparities are described under three 
headings:  

a) local disparities within urban communities  
(large cities as well as small and medium-sized cities), 

b) local disparities characteristic to local units in rural areas,  

c) local disparities between urban and rural communities. 

Methodological remarks on the definition of urban and rural communities 

Within urban communities a further distinction can be drawn between large cities and small 
and medium sized towns, however, the study deals with these units under one heading due 
to their similar characteristics in terms of local disparities. Major differences between cities 
and small and medium sized towns are however described.  

In this study the category of ‘cities’ covers settlements of more than 100,000 inhabitants. 
This definition is based on the Urban Audit, which has identified 501 such cities in the EU-
27 which are home to around 36% of the population.14 Smaller towns or cities with 
between 5,000 and 100,000 inhabitants (here termed ‘small and medium sized towns’) 
have been defined on the basis of urban morphological zones (UMZ) as distinguished by the 
CORINE land cover survey. (According to the Urban Audit, in the EU-27 74 % of the total 
population live in cities and towns with more than 5 000 inhabitants.)  

The most common approaches for defining rural areas are based on population density and 
size, employment density, land cover, or a combination of these.15 However, problems arise 
when it comes to defining the intermediate areas where urban and rural meet. In this study 
rural communities refer to the local units, which do not fall under the first category (i.e. 
municipalities with less than 5,000 residents). 

1.3.1. Local disparities within urban communities 

In the category ‘cities’ it is important to note, that disparities can in principle refer to 
disparities between different cities but also within a single city (e.g. socio-economic 
differences between the city centre and its suburbs).  

                                          

 
14  Growing Regions, growing Europe, Fourth report on economic and social cohesion, European Commission, May 

2007 
15  For example, at local community level the OECD defines rural areas as communities with a population density 

below 150 people per square kilometre. 
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Population growth versus decline 

Based on the Urban Audit data, two-thirds of cities in the EU experienced population growth 
between 1996 and 2001, while the remaining third experienced a decline. There was a 
major trend towards suburbanisation: in 90% of urban agglomerations, population in the 
suburbs grew by more than in the core city. In only a few cases did population in the core 
expand by more than in the suburbs and in a significant number, population in the core 
declined despite overall growth in the city’s population. Even in cases of overall population 
decline there was only a small minority of cities where there was also suburban decline. 
This, however, was the case in many second-tier cities where heavy industry is, or used to 
be, located.  

Suburbanisation and territorial segregation 

There is evidence that population growth in the suburbs accompanied by a suburbanisation 
of economic activity. In 16 of the 20 cities in which GDP can be measured at NUTS 3 level 
in the core and suburban areas, the share generated in the latter increased between 1995 
and 200316, in some cases substantially, especially in the new Member States. 

The territorial segregation also affects the quality and density of the supply of social 
services and educational institutions. The best schools, child care, health care and elderly 
care centres tend to be in the better residential areas. So segregation in housing quality 
also implies segregation in the quality of the supply of health care, education and social 
care. Consequently, suburbanisation is closely linked with a social segregation of certain 
urban areas. 

There are several reasons for suburbanisation, one being the quality of life in urban nodes. 
High prices for housing combined with lower environmental quality (space, noise, air 
pollution) and a feeling of insecurity in the neighbourhood are push-factors for mid-class 
people who can afford to purchase a house in the suburbs. On the other hand the 
municipalities in the suburbs facilitate home-ownership at affordable prices making it 
attractive to settle there.  

Neighbourhood change and urban decay 

Suburbanisation has various effects on cities. It can lead to urban sprawl, and entail 
changes in neighbourhoods: living in the suburb requires a certain income and 
consequently socio-territorial segregation takes place. Middle class people dominate 
suburbs, while people with lower incomes remain in the declining neighbourhoods – usually 
a mixture of blue collar workers and immigrants. What used to be socially mixed quarters 
are threatened by losing their more affluent residents. Investment in the maintenance of 
low rental housing falls off, and a spiral of decline is launched.  

Neighbourhoods that lose their wealthier residents and whose standard of housing declines 
risk becoming deteriorating urban areas, where bad housing conditions often mix with 
unsatisfactory social conditions. People living in such areas have fewer opportunities to 
access high quality social facilities than residents in more “desirable” areas. This reduces 
their overall access to better jobs, higher incomes, and thus territorial mobility. 
Segregation tendencies and social exclusion are strengthened. Cities with a legacy of 
declining industries face similar problems. The overall result is a reduction in social 

                                          

 
16  Growing Regions, growing Europe, Fourth report on economic and social cohesion, European Commission, May 

2007 
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cohesion and equity, which leads to lower economic performance and hampers 
competitiveness. There are other aspects of deprivation, such as inadequate public 
transport and high crime rates in declining areas. 

Commuting as consequence of functional segregation 

New suburbs are residential areas with very few on-site job opportunities. As the work 
places are predominately situated in the city centres or in business or industrial zones, 
people living in suburbs need to commute. Social and educational provision can also be 
meagre, particularly in the newer suburbs, and so accessing such services also involves 
travel. Commuting thus becomes an obligation rather than a choice. This leads to a 
segregation of functions within the urban catchments area. Commuting determines daily 
life patterns. Suburbs are usually characterised by very homogenous architectural patterns 
of detached, semi-detached, or row houses resulting in low population densities. This 
makes public transport financially unviable, so the level of public transport service in 
suburban areas is often rather poor. Commuting therefore means use of cars, affecting the 
quality of the environment (noise and air pollution) of suburban dwellers and those living 
along the commuter routes. 

Socio-economic disparities and high unemployment rates 

In 75% of the Urban Audit cities, employment rates are lower than in the country as a 
whole, reflecting the fact that many of those working there commute from outside while 
many residents especially those with low levels of education experience employment 
difficulties. A significant proportion of the people concerned are foreign-born migrants and 
ethnic minorities who can tend to concentrate in inner city low cost housing areas. In 
addition, the evidence indicates that even those migrants with higher levels of education 
have more difficulty in finding employment than the rest of the population. In many cities 
across the EU, not only are unemployment rates high but there are also enormous 
disparities.  

Although the highest concentrations of unemployment are usually in central city areas, 
such as East London, in some cities they are on the outskirts, for example in large housing 
estates built 20 or 30 years ago or more. High concentrations of unemployment in 
particular areas, however, are not limited to large cities but can also be found in smaller 
cities of under 250,000 people. 

Competitive pressure of the knowledge economy 

Urban areas are nodes of the knowledge economy. Cities are places where knowledge is 
produced, processed, exchanged and marketed, and where innovation takes place. They 
attract talented people. However, there are also large variations between different types of 
cities in their knowledge bases and activities, and economic potentials. Internationally 
connected metropolitan areas with a diversified economy, a strong knowledge base, and a 
high quality of life perform strongly in the knowledge economy. Cities that show optimal 
linkages between universities and businesses are more successful in the international 
location competition. Those lacking such connections and cooperation platforms are less 
competitive and face structural problems, which negatively affect their local economy. 

Perceptions of quality of life  

The disparities described above were also reflected in Audit Perception Survey conducted in 
January 2004 to measure the local perceptions of quality of life in 31 European cities. Some 
60% of those polled did not consider it easy to find a job and almost all of the 28% who did 
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agree could only agree somewhat. Europe’s city-dwellers are rather pessimistic about 
housing, as only 21% consider it easy to find good housing at a reasonable price, while 
72% disagree. Unsurprisingly, there is a clear inverse relationship between availability of 
jobs and availability of housing. Cities with more employment opportunities often show also 
higher costs for living. Security, it is a particularly important issue in cities and is highly 
dependent on perception rather than on effective criminality figures: some 40% of city-
dwellers do feel safe, while up to 15% rarely or never do. Moreover, inhabitants of cities 
are positive about public transport: 64% are satisfied to very satisfied with the public 
transport in their city, while they view air pollution as a problem – by a margin of 69% to 
29%. When the residents of a city do not see air pollution as a problem, they also tend to 
be more satisfied with their public transport. Finally, city residents divide almost evenly 
with respect to the foreigners living among them – 43% believe they have integrated well, 
while 48% disagree in one way or another. 

Trade off between city size and disparities 

Empirical data shows that local disparities also exist between large cities and small and 
medium sized towns (SMESTOs). SMESTOs can offer a high quality of life by combining the 
advantages of urban facilities with access to the countryside or the coast and an attractive 
setting. The existence and quality of the natural environment is a major reason for the high 
quality of life compared to metropolises. Development trends of urban communities’ 
indicate growing wealth of medium-sized towns while large metropolitan areas are no 
longer superior in their performance measured by population and employment figures.  

Chances and risks of location competition 

Smaller towns, though with less access to the global market, can enjoy a certain economic 
stability as their economic basis often relies on the service sector.17  

Structural changes, tertiarisation and globalisation increase the competition between 
locations. This brings both opportunities but also risks for small and medium-sized cities, 
which may also face urban decline.18 Economic destabilisation can have severe effects on 
the socio-demographic structure and lead to a growing number of socially disadvantaged 
people, which are more dependent on welfare.  

1.3.2. Local disparities within rural communities 

While Europe is a highly urbanised area, 20% of its population live in rural areas.19 
However, 23% of predominantly rural areas have a GDP per head above the EU average. 
Besides, in the period 1995 to 2004 the growth of the GDP in 43% of the rural areas 
exceeded the average against 36% of the urban and 39% of the intermediate areas20. 
Consequently, rural areas can neither be automatically e associated with decline, nor 
intermediate areas with expansion. Significant disparities can be observed in rural 
communities, often similar to those seen in urban areas.  

                                          

 
17  ESPON 1.4.1“The Role of Small and Medium-Sized Towns (SMESTO)”, Final Report, May 2006 
18  ESPON 1.4.1“The Role of Small and Medium-Sized Towns (SMESTO)”, Final Report, May 2006 
19  Territory matters for competitiveness and cohesion, Facets of regional diversity and potentials in Europe, 

ESPON Synthesis Report III, results by autumn 2006 
20  Growing Regions, growing Europe, Fourth report on economic and social cohesion, European Commission, May 

2007 
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Proximity to urban centres as key factor for economic development 

In general, the differences between rural areas depend on their proximity to urban centres 
offering diversified development opportunities. Empirical evidence21 shows that accessible 
and attractive rural communities in proximity to diversified urban centres attract higher 
numbers of qualified migrants, which increases also tax revenue rates for maintaining a 
high level of public services. In most parts of Europe, the size of functional urban regions 
tends to grow due to larger catchments areas caused by improved transport infrastructure 
and communication technologies. Moreover, the diversification of the urban economies 
increases labour market flexibility within a wider urban agglomeration which creates 
improved possibilities to live in adjacent rural areas. 

Demographic decline in peripheral areas 

While rural areas in proximity to larger cities or in attractive locations may enjoy 
demographic growth, many other rural areas are facing demographic decline which 
challenges the sustainability of services of general interest. Generally, depopulation 
remains a challenge for many rural areas, especially for those that are sparsely populated 
and geographically remote such as the peripheral areas in the northern countries. The 
prime causes are threefold: too many of the young people leaving, too few children, and 
too many old people. The lack of jobs and lower living standards in rural areas drive 
especially the young and better-educated to move elsewhere. This cumulatively leads to a 
loss of viability, and leaves an ageing population, shrinking basic services and facilities, and 
ever fewer employment possibilities. Predominantly rural areas in the EU, therefore, have 
relatively high youth unemployment rates (17.6% on average), natural population decline 
and a large proportion of elderly people (17% being 65 or over)22. The rising share of 
elderly people leads to a higher percentage of retired people within the population and to a 
decrease of the activity rate.  

Economic diversification 

In terms of economic diversification in rural areas, agriculture is still an important economic 
sector in eastern European countries, but its significance is declining. Between 2000 and 
2005, employment in agriculture in the EU-25 declined from 5.7% to 4.9%, though it 
remains high in a number of Member States (Romania, 32%, Poland over 17%, Lithuania 
14% and Latvia, Greece and Portugal, around 12%). Employment in agriculture is almost 
certain to decline in future years, especially in the new Member States. Outward migration 
could well accelerate the process, especially in peripheral areas in the East. This could lead 
to the rationalisation of holdings, giving rise to further job losses, adding to migration 
incentives and resulting in possible abandonment of land. 

Rural communities are diversifying their economic base from production of (agricultural) 
products to locations for the production of services – often services for urban areas or 
services directed to urban residents – including tourism and recreation. Some of the main 
changes associated with this shift include: declining employment in agriculture; the growing 
importance of farms’ multiple activities and quality food products; the increasing 
significance of employment in service industries, manufacturing and high-technology; the 
emergence of new uses of rural space such as retailing, tourism, recreation and 
                                          

 
21  ESPON 1.1.2, Urban-rural relations in Europe, Final Report 
22  Growing Regions, growing Europe, Fourth report on economic and social cohesion, European Commission, May 

2007 
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environmental conservation; the changes in the demographic structure of rural areas, and 
increasing income disparities. Generally, the less accessible rural areas seem to find it 
harder to diversify their economic base. However, where rural areas have been able to sell 
themselves as consumption spaces for urban dwellers, their diversification has been quite 
successful. 

1.3.3. Local disparities between Rural and Urban communities 

This chapter presents local disparities between rural and urban communities. Generally 
speaking, especially in the Member States with low GDP rates, urban-rural differences in 
income levels and deprivation tend to be greater and unemployment higher in rural 
communities. Further, depopulation threatens rural communities - especially those that are 
sparsely populated and geographically remote – more than urban areas, although old 
industrial towns and some central urban areas also face population decline. 

Urban-rural migration 

One of the most remarkable phenomena in urban-rural relation is migration. Significant 
outward migration from rural areas is still the prevailing trend in large parts of the EU, with 
negative effects on their prospects for economic development. While young people are 
moving to urban areas to work or study, the more inactive and immobile members of the 
population, often elderly people, stay in these rural areas intensifying the ageing population 
problem.  

More complex urban-rural linkages 

Despite these general trends, people in many countries are leaving cities to live and 
sometimes to work in rural communities, and there is net inward migration into a 
significant number of rural areas (counter-urbanisation). This involves the relocation of 
productive activities from large urban centres to smaller towns or suburban areas, and also 
to more distant rural areas that offer prospects for a higher quality of life. There are also 
daily, weekly or more regular movements between urban and rural areas involving 
journeys to work, or to access services and recreational facilities. This may also reflect 
reductions in journey times, because of improvement in infrastructure and technology. 
Young families with children are the key actors in these dynamics. Such flows can result in 
suburbanisation and urban sprawl, but they lead to an increase in population of rural areas; 
a process of “ruralisation”. In several parts of France and the UK, this has led to the revival 
of more remote rural areas as well as those closer to cities. The arrival of increasing 
numbers of people from towns and cities can alter the character of rural areas. While it 
might boost income and tax receipts and, helping to maintain public services and expand 
local markets, it can also lead to widening social disparities and new tensions by increasing 
house prices to levels that locals cannot afford. In some of the more remote rural areas, 
especially in the UK, the growing number of non-permanent residents in second homes and 
the declining number of locals is causing local service providers to close down, so 
encouraging more locals to leave and initiating a downward counter-spiral. 

This “ruralisation” trend is likely to be assisting the Lisbon Strategy, because it has 
increased the territorial flexibility of labour markets, bringing people and jobs together over 
a wider area than before. However, it works less well for the Gothenburg Agenda since a 
rise in car-borne work-related travel uses non-renewable resources and creates 
environmental pollution. Furthermore, it has implications on issues such as land 
consumption and social patterns. Thus this aspect of rural revival raises very difficult 
questions about appropriate local policy strategies.  
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Employment opportunities as key drivers for migration 

These migration trends are increasing the importance of “intermediary” areas and leading 
to more complex urban-rural linkages than the simple one-way exchange between market 
towns and their rural hinterlands. Population growth in urban areas is increasing congestion 
and land prices, while the demand for quality food, local produce and a rural way of life, 
space for housing, public amenities and increased environmental protection is 
simultaneously giving rise to development opportunities and pressure on land. 

The access to jobs is a precondition for employment and seems to be a main reason for 
migration from rural communities. The individual access to the employment market 
depends on the personal qualifications and the number of relevant potential and accessible 
jobs. In prosperous communities it is higher than in declining, less prosperous settlements. 
Thus, people living in such disadvantaged communities face a reduced supply of job 
opportunities. This lack of job opportunities supports commuting or migration towards more 
prosperous settlements.  

Costs for social and educational services 

The supply of social and educational services is strongly determined by settlement 
structures. In less densely populated rural areas there are usually fewer facilities. The per 
capita costs of operating social and educational services are also higher in such areas. 
Given efforts to increase the economic efficiency of public expenditure, most public 
authorities seek to reduce expenditures and therefore the supply of social services in such 
rural areas. The resulting reductions in public sector employment opportunities can further 
complicate employment problems, particularly for women, in rural and peripheral 
settlements.  

Environment and transport 

Further, disparities between rural communities and cities also exist in environment and 
transport. Large metropolitan areas are often less attractive environmentally, as 
concentration of population and economic activities in larger cities puts pressure on natural 
heritage and the environment. Many European cities have improved their environmental 
conditions, but they are still confronted with problems of congestion, pollution, sprawl, loss 
of natural assets and often physical decay in parts of their territory. On the contrary, rural 
communities offer attractive local environments. Transport networks are often poor in 
many rural areas, and rising energy prices will be felt more severely in rural areas than in 
more urbanised areas. 
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1.4. Relevant Policy areas and instruments for reducing disparities 
at the local level 

Local authorities can set actions in several policy fields in order to reduce social disparities 
at their territories: housing and land use policies, employment and educational policies; 
social services, transport policies, environmental as well as cultural policies.  

In each of these policy fields local authorities apply sectoral instruments in accordance with 
their respective competences. They can act autonomously or may require more 
coordination with other administrative levels (either to be consistent with a higher strategy 
or policy framework or to gain influence on issues, which are not at all in the local 
competence). 

Additionally, local authorities apply several horizontal instruments, which are characterized 
by a more territorial, problem-oriented approach (e.g. combining different sectoral 
measures). The horizontal instruments serve to:  

a) combine different sectoral instruments in the own competence; 

b) coordinate between instruments which are both in the competence of the local 
authority as well as of different administrative levels. 

Concerning the question which instruments are applied, it is argued in the following, that 
the availability of sectoral instruments depends on both the competences of the local 
authorities in the filed (e.g. if social housing is in the actual competence of a local 
authority, or located at a higher government tier); and the size of a local authority (large 
metropolises are more likely to set labour market measures, than smaller, rural 
municipalities).  

1.4.1. Housing and land use policies 

 Selected instruments of local authorities to address disparities 

• public housing building programmes 

• public land-management measures (provision of land for subsidised housing) 

• local (or regional) regulations concerning access to social-housing (definition  
of criteria) 

• local neighbourhood programmes, urban renewal programmes 

• provision of housing allowances schemes for deprived population groups 

• promoter, enabler, or participant in EU-funded (e.g. JESSICA, ERDF; ESF etc.)  
or nationally-or regionally funded projects in the field concerned 

• anti-segregation measures 

• financing of municipal housing market research 

• local strategies against homelessness 

Planning strategies, respectively housing and land use policies, play a prime role in 
combating urban sprawl and dispersal in (sub)urban areas. There are two major groups of 
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general housing policies available at the local level.23 The first group formulates measures 
for the strengthening of the housing market for the local population. Those belonging to the 
second group promote approaches for housing as a tool for wider economic (and urban) 
development which form part of the regional and territorial processes of the surrounding 
areas. The first approach is more widely applied, and delivers rather short term results. It 
is less concerned with possible imbalances, whereas the second type of approach reflects 
more comprehensively on the interconnectedness of housing with other sectors. The second 
group tends to refer to housing as a tool for promoting (urban or economic) development, 
and thus the goals defined for housing contribute to wider strategic aims. 

Space consumption by urban development has become a major concern throughout the 
world. The idea of urban containment is based on the belief that compact urban 
development contributes to sustainability, and can be an appropriate response to urban 
sprawl. The pursuit of compact cities and urban development based on containment include 
mixed use development of existing areas, more residential development in the inner city 
areas, and focusing growth within existing urban boundaries. In addition, critical areas 
should be identified and protected, the infrastructure should be in place before 
development is permitted and infill development should be encouraged. The experiences of 
containment measures indicate that every case is unique, and might be judged differently 
by the developers and the local population.24 Prospective benefits from urban densification 
would be less car dependency, low emissions, reduced energy consumption, better public 
transport services, increased overall accessibility, the re-use of infrastructure and 
previously developed land, the renewal of existing urban areas and increased urban vitality, 
the preservation of green space and a milieu for enhanced business activities, in short, a 
higher quality of life. Sustainability and the development of attractive living environments 
should be complimentary.  

Project based haphazard development is difficult, if not impossible to fit into sustainable 
development considerations. Community development requires a planning policy based on 
approved land use plans and the possibilities for user-driven non-speculative modes of 
development to operate relatively undisturbed. This requires a wide range of offers from 
the financial sector.25 Sustainable urban management is central to retaining the highly 
skilled and talented human resources needed for European competitiveness. 

Further, the housing function in SMESTOs outside large agglomeration areas may play an 
important role in avoiding urban sprawl.  

Territorial segregation can result in social segregation, which can lead to social exclusion. 
Political interventions are often required to slow and reverse downwards spirals in declining 
urban areas. Therefore, social housing and housing allowance schemes are instruments to 
reduce social exclusion and segregation tendencies by supporting affordable housing and a 
socially balanced population mix, even in higher income neighbourhoods. 

In terms of developing sustainable cities, regional cooperation is highly important, as the 
policies described above have to cover not only the cities, but the entire agglomeration 
areas. The trends described above increase the importance of territorially combined spatial 
development policies and the coherent management of land use. Small and medium sized 
towns can have an important role to play in this regard. Towns can serve as centres of 
                                          

 
23  ESPON 1.4.2 Preparatory Study on Social Aspects of EU Territorial Development, Final Report, June 2006 
24  ESPON 1.1.2, Urban-rural relations in Europe, Final Report 
25  ESPON 1.4.3, Study on Urban Functions, Final Report, March 2007 
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development for rural areas, as markets for the products produced there and a focus for 
employment services of all kinds and cultural and recreational activities. Consequently, 
cooperation between rural and urban authorities is important for spatial planning and 
development. Towns are important in strengthening territorial cohesion either by 
supporting polycentric development or by offering key services to surrounding rural areas. 
There are a number of examples of towns in reasonable reach of each other cooperating by 
sharing the functions they perform and between them providing a range of services and 
amenities. Such cooperation contributes to less spatial concentration and to more a 
balanced pattern of regional development. 

1.4.2. Employment and education 

 Selected instruments of local authorities to address disparities 

• provision of educational facilities 

• second labour market (for disadvantaged populaton groups) 

• public sector spending (e.g. for infrastructure projects) 

• running of local labour-agencies 

• provision of training programmes; local programmes against youth-
unemployment, early-school-leaving 

• promoter, enabler, or participant in EU-funded (e.g. ESF, ERDF etc.), or 
nationally-or regionally funded projects in the field of employment and  
education 

• indirect supporting measures ensuring employability of inhabitants  

- provision of child-care facilities  

- improvement of public transport 

- provision of leisure and recreational facilities 

- financing of local labour market research, exchange platforms etc. 

Generally, mobility in territorial and social terms can reduce the risk of unemployment in 
two ways: the more flexible a person is in choosing a job the higher their chance of 
employment. Moreover, education including life long learning and vocational training are 
preconditions for such job flexibility.  

Declining housing conditions can also result in a decline of the quality of social and 
educational services. As better education could help to increase employment chances, the 
lack of good educational facilities reduces flexibility potential of, and limits labour market 
access. In addition to social housing policies, high quality public education services can help 
to facilitate labour market access and thus indirectly contribute to avoidance of poverty and 
social exclusion.  

Consequently, education can be used as a policy instrument for local development. Some 
communities find special niches in which they specialise, making them more competitive. 

However, if despite available educational facilities and training no adequate job is offered 
within the region, the consequence could be commuting to areas offering more employment 
opportunities. Commuting can be a first step towards looser integration into local social 
networks. Loosened local links make the step from commuting to migrating a steadily 
smaller one, especially for those with higher qualifications. Thus education can, indirectly, 
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lead to migration especially in declining areas with a highly limited supply of jobs. 
Therefore, education policy is only successful in local development, if it is connected with 
effective employment policies. 

1.4.3. Social services 

 Selected instruments of local authorities to address disparities 

• location decisions on social services 

• municipality as service provider for selected services (e.g. urban public 
transport, hospitals, etc.) 

• direct provision or funding schemes for elderly care , child care, integration 
measures etc. 

• access to services of general economic interest (e.g. supporting measures 
concerning affordability of services) 

• promoter, enabler, or participant in EU-funded (e.g. ESF, ERDF), or nationally-
or regionally funded projects in the field concerned  

• (co-)financing of or participation in studies or evaluations on effectiveness of 
selected services  

• indirect supporting measures:  

- local policies favouring a dense settlement structure (making the service 
provision more efficient).  

- municipal long–term planning and projections of local needs concerning 
social services 

The access to and the demand for social services depends strongly on the number of 
inhabitants and the density of people living in the catchments area. Consequently, people 
living in more densely populated, urban areas have better access to such services which 
causes a urban-rural divide in social terms. In the countries where the provision of public 
services is the responsibility of subnational authorities (regions or municipalities), the level 
of tax revenue is playing a major role for their ability to maintain a fair provision of social 
services.  

Demographic trends (ageing populations, migrations etc.) results in a changing demand for 
the supply of social services. Facilities for children and young people, as e.g. nurseries, 
schools, youth centres decrease. Closing public facilities can lead to several problems in 
these regions: in small villages, the school can be part of the identity of the village. Losing 
such an important local social infrastructure reduces opportunities and the quality of life. 
The loss of social services in such declining regions also means losing some jobs, often for 
women, who are partially over-represented in these fields. On the other hand, the ageing 
population creates a higher demand for social services such as care for the elderly, special 
forms of housing and assisted living. 
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Therefore, sustaining a basic level of access to services of general economic interest26 in 
rural areas with extremely low population density is particularly crucial and can contribute 
to the reduction of local social disparities. 

Access to educational and social services is a location factor for companies as well as for 
individuals. Enterprises and persons who are free to choose the location of their businesses 
or their domicile look for sites with access to high quality social and educational services, 
such as (international) schools, nurseries, cultural and recreational facilities, etc. 

1.4.4. Transport 

 Selected instruments of local authorities to address disparities 

• provision or co-financing of local public transport 

• (financing) measures concerning affordability of public transport 

• long-term strategic planning of transport need, implementation of transport 
projects (using different funding schemes… local, regional, national, EU) 

• coordination of transport projects (through plans, dialogue platforms) 

• measures guaranteeing equal access to transport 

• provision of facilities for commuters (park & ride…) 

• mitigation measures for inhabitants negatively affected by transport, noise, 
congestions 

• indirect supporting measures:  

- policies favouring a dense settlement structure (making public transport more 
efficient).  

Improvements in infrastructure and communication technology tend to encourage growth 
of urban areas in most parts of Europe. Improved accessibility creates new job 
opportunities for both urban and rural populations.  

Offices and factories tend to locate along transport routes, in out-of-town business parks 
and in towns easily accessible by road, creating more commuting and pressure on 
accessible rural areas. Public transport has usually not kept pace with the building of new 
roads, which has led to a greater use of private cars and a further deterioration in public 
transport services, hitting low income groups without access to a car and partially excluding 
them from new employment opportunities. 

The implications for urban-rural relations are very important, because extended rapid 
railway lines and highways do not only mean that existing towns are functionally integrated 
into core regions on a daily commuting basis. It could also lead to extensive investments in 
development along the new transport corridors, and a form of “re-urbanisation” of rural 
Europe. 

                                          

 
26  Services of general economic interest are commercial services of general economic utility, on which the public 

authorities impose specific public-service obligations (transport, energy and communications services are prime 
examples). 
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For urban regions the economic benefits of increasing urban-rural interaction have been 
quite obvious, but the social and economic sustainability of the trend is far from self 
evident. It is important to study the sustainability impacts nature of increased urban-rural 
interaction. 

1.4.5. Environment 

 Selected instruments of local authorities to address disparities 

• financing and promotion of mitigation measures 

• promotion and implementation of environmental standards 

• realization of high-quality green spaces 

• financing of environment protection projects 

• promotion of local sustainable development (e.g. local funding schemes for 
energy saving in public or private buildings…)  

• financing of measures to combat climate change 

Case studies show that nature conservation in rural communities is not only beneficial in 
itself, but is a means of creating and supporting employment in areas where job 
employment opportunities and the scope for diversification are limited. High quality 
environments serve as magnets for people and businesses. It is also a means of 
encouraging tourism, another employment source. Effective management of the natural 
heritage is, therefore, an important factor for economic as well as for environmental 
reasons. 

Renewable energy investment is another source of employment. Agricultural and forestry 
areas could support the production of biomass and the processing of biofuels. Cultural 
identity, local traditions and historical heritage can also contribute to rural development, 
though the key is to recognise, and realise, their commercial potential. Newcomers moving 
into rural areas may be able to do this by bringing new ideas and business know-how. 
Public service provision is crucial for both individuals living in rural areas and businesses 
operating there. Fixed service points providing access to basic public, financial and other 
services are an innovative way of ensuring provision. Such points may take various forms, 
such as rural transaction centres, one-stop shops, multi-service centres or mobile service 
points. Scottish experience shows that these can offer a solution to providing services to 
remote and scattered communities27. Other innovations include the creative sharing of 
resources, such as the University of Helsinki making ICT equipment in a biological research 
station in remote Lapland available for language tuition in a region where there is a 
shortage of teachers21. 

                                          

 
27  Growing Regions, growing Europe, Fourth report on economic and social cohesion, European Commission, May 

2007 
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1.4.6. Culture and recreation 

 Selected instruments of local authorities to address disparities 

• provision of green spaces and recreational facilities (financing, planning etc.) 

• support of cultural facilities or events guaranteeing equal access for all  
population groups 

• promoting support for low-income groups 

• (financial) support for cultural groups, associations etc. 

In the post-modern city cultural functions such as leisure and tourism show increasing 
significance in the restructuring of the economy. Cities are the cultural expression of our 
society and a platform for cultural production independent of their size. Their rich and 
diverse cultural heritage is a major asset for many small and medium sized towns. Such 
towns are marked by their cultural landscape, i.e. wine-producing towns, health resorts, 
port towns, etc. and there are strong personal ties and connections to these cultural 
landscapes. 28 

SMESTOs are sometimes perceived as being underdeveloped places compared to larger 
cities. Even shrinking cities have opportunities to revaluate their position by reinforcing soft 
factors of urban development such as culture and leisure. For example most sub-cultural 
music scenes emanated from cities or quarters in urban decline and many music festivals 
take place in small towns because of available open space. So culture and leisure can be 
said to serve economic as well as non-economic functions: 

• it is a soft location factor for investors; 

• it is an economic pillar in tourism; 

• it creates cultural nodes for their respective surroundings (natural heritage); 

• it creates a local identity; 

• it preserves the cultural heritage. 29 

Finally, SMESTOs have the opportunity to revaluate rural areas and present “the golden 
middle” in spatial planning, combining advantages of metropolises and rural areas – also a 
major asset in tourism development. Communities must be willing to strengthen inter-
communal and regional cooperation. Polarisation between cities and their peripheries, 
building networks of SMESTOs and reinforcing sustainable regional development should be 
encouraged. Small and medium-sized towns in rural territories can also play a crucial role 
by acting as a development pole for their surrounding rural areas. They can provide the 
catalyst for regional growth in service-related activities, tourism and recreation, as the 
territorial capital of a rural region includes various kinds of social, cultural, institutional, 
environmental and local knowledge.  

Tourism, both day-trips and longer stays, is certainly a key sector in preserving the viability 
of rural communities. Distance from centres of population, and geographical constraints can 
become an asset rather than a liability; attracting tourism and other economic activities to 
                                          

 
28  ESPON 1.4.1“The Role of Small and Medium-Sized Towns (SMESTO)”, Final Report, May 2006 
29  ESPON 1.4.1“The Role of Small and Medium-Sized Towns (SMESTO)”, Final Report, May 2006 
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an area. One form of short-term flow that should be noted is migrant labour engaged in 
seasonal employment in rural areas, for example in tourism or agriculture. However, it can 
also mean that the nature of rural communities is threatened as part-time urban residents 
move into the area and as the development of the service sector is increasingly guided by 
the needs of outsiders. This also applies to uncontrolled sprawl in peri-urban areas.  

1.4.7. Horizontal instruments of territorial governance: 

 Selected instruments of local authorities to address disparities 

• integrated (funding) programmes for urban neighbourhoods 

• cooperation with other municipalities (metropolitan regions; inter-municipal 
relationships, European Grouping of Territorial Cooperation; Euroregions etc.)  

• multi-stakeholder coalition building oriented towards commonly defined 
objectives 

• promotion of soft-measures (collective action; information exchange, social 
dialogue etc.) 

• city-to-city cooperation; transnational thematic cooperation 

As sectoral policies for social disparities are strongly interconnected have various 
interrelated impacts, more integrated, problem-oriented and area-based (territorial) actions 
are sometimes more likely to provide tangible results at the local level. Generally, 
balancing local communities’ economic competitiveness with social cohesion and 
environmental sustainability is a key challenge for policy-makers at all levels. 

Against this background territorial governance can be seen as a mode of collective action 
based on multi-actor partnerships between public and private actors and coalition-building, 
oriented towards a commonly defined objective. The key challenge for territorial 
governance is in creating the conditions that allow for collective action.  
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2. CASE STUDIES 
In this chapter we show several case studies of local strategies and actions. The selected 
examples are not representative, but rather illustrate, how local authorities use their formal 
and informal competences to address social disparities. While the first eight case studies 
are described more in depth, the additional five case studies are more synthesized.  

 

Member 
State Case Study State 

structure
Size of 

municipality 
type of local 

authority 

AT Vienna Housing Policy F 1.7 mio 
capital city and city-

state 

DE 
Integrated Neighbourhood 
Development Duisburg 

F 500 000 (autonomous) city 

PT 
Marinha Grande Territorial 
Employment Pact 

U 28 400 freguesia 

UK 
Leicester City Strategy 
Business Plan  

R 280 000 county town 

HU 
Havanna Large Scale 
Housing Estate Budapest 

U 1.7 mio capital city 

FI Turku Diversity Policy D 180 000 city 

PL 
Elblag Integrated Urban 
Development 

R 126 900 self-governing city 

FR, BE 
Eurométropole Lille-Kortrijk-
Tournai 

D, F 2 mio 
cross-border 

metropolitan area 

CY 
Local care Programmes for 
disadvantaged groups 

U n.a. div. municipalities 

DK 
Integration of ethnic 
minorities 

D n.a. div. municipalities 

LV Social dialogue at local level D n.a. div. municipalities 

UK 
Local Employment 
Intermediary Service 

R n.a. div. municipalities 

SE 
Implementation of climate 
policy at local level 

U n.a. div. municipalities 
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Case Study 1: Vienna Housing Policy (Austria) 

Vienna, being both a city authority and one of Austria’s nine federal provinces 
(Länder), has a unique combination of powers. Public housing, in all its forms, 
accounts for just under 40% of the city’s housing stock, largely a political 
legacy. In recent years emphasis has shifted from direct public housing 
provision to supporting housing associations and other cooperative ventures. 
The scale of public housing and an active refurbishment policy has largely 
prevented the emergence of social deprivation “hot spots”. Non-EU immigrants 
have only recently become eligible for public housing which did lead to a 
concentration of disadvantaged people in low-rent private accommodation. 
Suburban developments in the neighbouring province of Lower Austria influence 
the Viennese housing market. 

2.1.1. Description 

Introduction and context  

Vienna is both the capital and one of Austria’s nine federal provinces (Länder). With a 
population of about 1.7 million (2008)30, Vienna is the tenth largest city in the European 
Union. Its population has grown by over 8% since 2001 largely due to inward immigration 
from other EU Member States. The fact that a fifth of the Austrian population lives in 
Vienna underlines the city’s dominant position within Austria as the country’s political, 
economic and cultural centre. 

Kind of disparities / challenges  

Housing is one of the most essential social issues and thus an integral element of social 
policy. Housing policy is also one of the main driving forces in urban development. The local 
housing market has a strong impact on the segregation patterns of a city. An insufficient 
supply of affordable adequate housing leads to pronounced social and territorial disparities 
in terms of access to infrastructure and quality of life. 

Housing policy at a local level has, to a significant degree, to respond to factors it cannot 
directly influence, i.e. demographic developments, societal trends (household size, single 
households, living space per inhabitant), migration trends on both regional and 
international levels, etc. Other factors, i.e. improvements in the local environment, 
provision of land, setting of building standards etc. can be influenced at the local level. As 
in most policy issues, the crucial question is, to what extent is the free market capable of 
providing adequate housing conditions and how much public intervention is desirable. 
Generally, most experts favour at least a certain degree of public intervention in order to 
meet the housing demand especially of low-income groups and to prevent significant social 
segregation (= disparity).31 

                                          

 
30  Statistik Austria 2009, http://www.statistik.at 
31  E.g. Nowotny, E. (2006): Wohnbaupolitik und Wohnbauförderung – Wirtschafts- und finanzpolitische Aspekte. 

In: Hoscher, D. et al.: Jahrbuch Wohnbauförderung 2006.  
http://www.vwbf.at/content/publik/publikpdf/nowotny.pdf 
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In keeping with general trends, recent years have seen a tendency towards housing market 
deregulation and a withdrawal of public intervention (e.g. sales of municipally owned 
dwellings) in most European countries/cities. Housing market deregulation tends to produce 
a general social segregation effect. Some specific areas become gentrified, while others 
decay. Strict regulation of the housing market on the other hand tends to lead to a general 
neglect of the need for physical renewal of the housing stock due to a lack of market 
incentives. 

Key elements for describing the operation of a local housing market are thus its ownership 
structure (rental vs. privately owned housing stock, public sector vs. private sector), its 
regulation (degree of free market activity) and regulations (e.g. protection of tenants) and 
its system of subsidies (“subject-oriented” subsidies, “object-oriented” subsidies). 

The specific competences applied for addressing local disparities  

What is the degree of autonomy for the local authority in addressing this field? How does 
the policy relate to other administrative levels (regional / national / EU)? 

Does the local authority execute strategies/polices, that have been decided at higher 
administrative level? Do they have the possibility to participate in the policy development? 

Being a federal state, Austria’s legislative power is distributed between the federal state 
and the nine Länder, which have some legislative and extensive executive competences. In 
general, experts state that the federal principle in Austria is, when compared to the 
German model, rather weak.32 The Austrian Constitution allows a general autonomy for 
local authorities within their administrative boundaries, yet under the “observation” of the 
Länder and without legislative competences. Since the City of Vienna is both a local 
authority and a federal province, its scope of action is significantly wider than that of other 
local authorities in the country (comparable to the status of Berlin or Hamburg in 
Germany).33 

In Austria, key elements of housing policy fall within regional or local competence, esp. the 
housing subsidy system (Wohnbauförderung), zoning and building regulations 
(Flächenwidmung und Bauordnung) and the setting of general guidelines for regional and 
urban development (Raumordnungsgesetze, Stadtentwicklungsplan). Tenancy Law and 
setting of rent benchmarks are competences of the federal state. Different rent benchmarks 
are set for each province and are evaluated every year. 

The approach of the local authority in addressing local disparities  

Vienna traditionally places a strong emphasis on housing policy. Historically, the active 
housing policy of the so-called “Red Vienna” (1919-1934; as opposed to the “black”, i.e. 
conservatively governed provinces of Austria) with its extensive building programme aimed 
at raising the living standard of the working class, is well known internationally. After WW 
II, the social democratic government of Vienna continued this policy of providing public 
housing, albeit on a gradually declining level. Today, the City of Vienna is still regarded as 
one of the largest municipal owners of dwellings in the world, covering not less than a fifth 
of the total Viennese housing stock. 

                                          

 
32  Bundespressedienst (ed.) (2000): Das politische System in Österreich. Vienna . 

http://www.politischebildung.at/upload/polsystem.pdf 
33  For an overview of the political system of Austria see  

http://de.wikipedia.org/wiki/Politisches_System_%C3%96sterreichs 
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Table 5: Vienna housing market (main residences) by of tenure of dwelling (2007) 

 

House 
owner 
(incl. 

relatives) 

Owner of 
freehold 
dwelling 

Primary 
Tenancy 

Subtenant Other Total 

Number (in 1.000) 64,4 108,0 620,2 15,9 15,0 823,5 

Share of total stock 7,9% 13,1% 75,3% 1,9% 1,8% 100% 

Source: Statistik Austria, Microcensus 

Table 6: Vienna housing market (main residences and secondary residences) by 
owner of dwelling (2001) 

 
Private 
persons 

Federal state, 
province or 
municipality 

Other 
public 

institution 

Non-profit 
housing 

associations 
Other Total 

Number 
(in 1.000) 

475,4 231,9 10,6 121,6 5,4 910,7

Share of 
total stock 

52,2% 25,% 1,2% 13,3% 7,9% 100%

Source: Statistik Austria, Census 2001 

The City of Vienna has, over recent decades. shifted its emphasis in terms of housing 
supply from building public social housing (“Gemeindebau”) to subsidising (non-profit) 
housing associations, which mainly provide dwellings for the middle classes. Given its large 
historical stock of municipally owned housing and its extensive system of subsidies, the 
City of Vienna has comparatively strong instruments at its disposal when it comes to 
influencing the development of the housing market. These are deployed to achieve the 
following goals34: 

Social issues: Provision of affordable high-quality housing for all population groups, 
meeting of housing demand in terms of both quantity and quality 

Spatial development and environmental issues: Development along designated urban 
axes, prevention of urban sprawl, economical handling of free spaces, maintaining of 
compact structures which allow for good infrastructural supply, developing of new energy-
saving building standards 

Socio-spatial issues: Prevention of social segregation, maintaining or development of 
socially mixed neighbourhoods, prevention of displacement of inhabitants (e.g. as a result 
of gentrification processes) 

                                          

 
34 According to: Urban Development Vienna (ed.) (2005): STEP 05. Stadtentwicklung Wien 2005. Vienna. 

http://www.wien.gv.at/stadtentwicklung/step/index.htm: p. 103-118 and City of Vienna (ed.) (2004): 
Strategieplan Wien im erweiterten Europa. Vienna . 
http://www.wien.gv.at/stadtentwicklung/strategieplan/index.htm: p. 170-175. 
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Today’s activities of the City of Vienna concerning housing issues include: 

Setting of guidelines in the Strategy Plan Vienna (Strategieplan Wien)35 and the Urban 
Development Plan (Stadtentwicklungsplan). The Urban Development Plan has been 
published every ten years since 1984 (current edition: STEP 0536) and serves as a non 
legally binding base for Vienna’s urban development strategies. 

Regulations of the municipal Zoning and Building Plan (Flächenwidmungs- und 
Bebauungsplan)37: The Zoning and Building Plan defines land use, permitted building 
density and heights for every part of the city. For new developments, zoning increasingly 
aims at defining areas with mixed land use instead of defining areas exclusively reserved 
for housing in order to establish stable neighbourhoods. 

Acquisition and provision of building land for new developments and implementation of 
urban renewal programmes via the Vienna Housing Fund (Wohnfonds Wien)38: The 
Vienna Housing Fund plays an integral part in Vienna’s housing policy and undertakes two 
main tasks. Firstly, acquisition of (still relatively inexpensive) land for future developments, 
sales of land to developers and management of development processes. Secondly, 
implementation, management and supervision of subsidised renewal programmes in the 
older parts of the city, to upgrade housing standards and the neighbourhood environment. 
Urban renewal programmes place strong emphasis on preventing the displacement of the 
original inhabitants (“Gentle Urban Renewal”, “Sanfte Stadterneuerung”). 

Figure 1: Share of sub-standard dwellings of total housing stock, 
Vienna (1961-2001) 
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Source: Statistik Austria, Census 1961-2001 

Implementation of urban development competitions (städtebauliche Wettbewerbe) by 
the City Administration and developer competitions (Bauträgerwettbewerbe) by the 
Vienna Housing Fund for new building sites: “Developer competitions” aim to achieve high-
quality housing in a comprehensive sense, including not only architectural but also cost 
parameters and the design of public spaces. In recent years, developer competitions have 
increasingly been focused on specific issues such as women’s housing, integrative housing 

                                          

 
35  City of Vienna (ed.) (2004): Strategieplan Wien im erweiterten Europa. Vienna.  

http://www.wien.gv.at/stadtentwicklung/strategieplan/index.htm 
36  Urban Development Vienna (ed.) (2005): STEP 05. Stadtentwicklung Wien 2005. Vienna.  

http://www.wien.gv.at/stadtentwicklung/step/index.htm 
37  http://www.wien.gv.at/stadtentwicklung/flaechenwidmung/index.html 
38  http://www.wohnfonds.wien.at/ 
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(mix of different generations or different ethnics groups) or the development of a “bike 
city”, aiming at addressing recent societal trends and diversified lifestyles. 

Subsidising of developers (mostly non-profit housing associations, “object-oriented” 
subsidies, “geförderter Wohnbau”): Subsidies granted for developers are conditional on 
rent regulations for future tenants and are generally aimed at providing dwellings for 
middle class families. 

Subsidising of individuals (“subject-oriented” subsidies, “Wohnbeihilfe”): subject-
oriented subsidies are subject to specific requirements in terms of the social need of the 
applicants. 

Management of municipal housing stock (“Gemeindebau”) by “Wiener Wohnen” (Vienna 
Housing): Maintenance, Regulation of rents, access regulations for public housing – 
access to public housing is restricted to specific requirements in terms of the social need of 
the seeking person and partly to citizenship (non-EU foreigners have to be settled in Vienna 
for at least two consecutive years). 

Given the large scale of municipally owned dwellings, Vienna’s public housing structures did 
not develop neighbourhoods more or less exclusively composed of the socially deprived, 
but have tended to maintain a certain social mix. Tendencies of social “ghettoisation” in 
public housing areas – as can be observed in other European cities – have not been a 
major problem to date. Yet, it has to be stated, that this is also due to the fact that, until 
2006, public housing was not available to non-EU-foreigners. The resulting segregation 
pattern shows such immigrants predominantly concentrated in the privately owned housing 
stock, mostly in low-standard 19th century dwellings. Since 2006, all foreigners who have 
been settled in Vienna for at least two consecutive years have been put on a par with 
Austrian citizens in terms of access to public housing. Thus, the ethnic structure of 
population in public housing developments is expected to significantly change in coming 
years. 

Regarding new developments, Vienna finds itself in a constant competition with 
neighbouring areas in the province of Lower Austria, since Vienna’s process of sub-
urbanisation spills over its administrative boundaries. The city area has suffered significant 
population losses as a result of migration to its neighbouring province in the past decades. 
By developing new forms of housing focused on diversified lifestyles and young families, 
Vienna housing policy is trying to slow this population loss. 

2.1.2. Main findings 

• Vienna housing policy is characterised by comparatively strong public intervention 
and regulation. 

• It generally acts in accordance with national policies, but is in a certain competition 
with its neighbouring province in terms of suburban developments. 

• As an effect of this policy, Vienna’s price level for rents is relatively stable and – 
compared to other European metropolises – low. Due to its extensive subsidy 
policies, housing remains affordable for most income groups. 

• Vienna’s neighbourhoods have maintained a relatively mixed population structure 
and show neither significant gentrification nor decay processes. 

• Public housing structures have so far been prevented from developing as social “hot 
spots”. 
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2.2. Case Study 2: Integrated Neighbourhood Development 
Duisburg as a part of the “Socially Integrative City -
Programme” (Germany) 

Duisburg is a city of around 500 000 people in North Rhine-Westphalia. As a city 
independent from a “Kreis” (county), Duisburg has considerable autonomy. Its 
financial situation has led, however, to a lack of public investment and severe 
socio-spatial disparities. It participates in Germany’s federal “Socially 
Integrative City” programme which focuses on deprived urban neighbourhoods 
and supports local authorities. The city provides platforms for local 
stakeholders to actively participate in integrated neighbourhood development 
strategies. These address questions such as urban development, traffic and 
housing; local economy and labour market; social cohesion and education; and 
neighbourhood marketing. 

2.2.1. Description 

Introduction and context  

Duisburg is a medium-sized city with 492,870 inhabitants (2008)39 in the German federal 
province (Land) of North Rhine-Westphalia. Situated in the industrial Rhine-Ruhr-
metropolitan area, the city has had to address an urgent need for urban restructuring in 
recent decades. Germany is one of the most federally organised countries in the European 
Union, allocating extensive legislative and executive competences to its 16 Länder. 

Kind of disparities / challenges  

Social disparities (i.e. unequal access to the resources of society) under market conditions 
tend to find their spatial expression in “deprived urban neighbourhoods” as a result of 
distinctive social and territorial segregation patterns. These neighbourhoods are usually 
characterised by a concentration of low-income groups and/or ethnic minorities, high 
unemployment, a high share of sub-standard and/or poorly maintained dwellings, a lack of 
recreational space, a weak local economy and therefore a risk of social tensions, crime and 
vandalism. 

Urban social policies therefore increasingly focus on the neighbourhood as the preferred 
zone for public intervention. Such intervention frequently targets construction defects 
(“urban renewal”), current strategies also focus on improvements to local social life and 
locally based potential for integrated renewal. A wide spectrum of intervention strategies is 
applied to stop processes of decay. Aiming at strengthening social inclusion, such 
integrated neighbourhood policies have become a matter of local management processes 
involving the local population, local businesses and local institutions. 

The specific competences applied for addressing local disparities  

In Germany, municipalities are self-governing entities under communal legislation of the 
Länder. Thus, the scope of action of municipalities varies among the 16 different Länder. 
Generally, German municipalities are constitutionally empowered with “all-purpose” 
                                          

 
39  Inhabitants with main residency, Population statistics of the City of Duisburg 2008,  

http://www.duisburg.de/micro/statistik_und_stadtforschung/index.php 
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executive competences (“Universalprinzip”) within their territories, without legislative 
power. 

As a town independent of a Kreis40 (“Kreisfreie Stadt”), Duisburg disposes of extensive local 
autonomy within its administrative boundaries and also executes state tasks in self-
governance. Urban renewal and neighbourhood policies fall within local autonomy. 
However, Duisburg’s poor financial situation limits – as in many German cities, especially 
those in regions suffering from industrial decline or restructuring – its scope of action and 
has led to a lack of public investment and severe socio-spatial disparities. 

Since planning legislation in Germany is a task of the federal state, the Federal-Länder 
Programme "Socially Integrative City" (Bund-Länder-Programm “Soziale Stadt”)41, aimed at 
softening the negative effects of economic restructuring and of increasing social 
segregation in German cities, was introduced in 1999. This ambitious programme focuses 
on deprived urban neighbourhoods, and supports local authorities in implementing 
integrated neighbourhood strategies. “The programme fosters participation and cooperation 
and represents a new integrative political approach to urban district development”.42 The 
programme is financed by the federal state, the Länder and the municipalities. By 2007, 
498 areas in 318 municipalities were participating in the programme. 

The approach of the local authority in addressing local disparities  

Duisburg urban renewal policy includes extensive networking on regional and national 
levels as the strategic and financial base for its actions in the field of neighbourhood 
development: 

• In addition to participating in the Federal-Länder-Programme “Socially 
Integrated City”, Duisburg is also part of the regional programme “Socially 
Integrated City North Rhine-Westphalia”43, which was founded in 1993 and is 
regarded as the model for the nation-wide programme. The programme is financed 
by different sectors of the North Rhine-Westphalia provincial government and 
pursues the following principles: 
− Focused neighbourhood investments within a limited period in order to mobilise 

and motivate local potentials. 
− Inter-disciplinary cooperation between different sectors including several public 

and scientific institutions. 
− Active involvement of neighbourhood inhabitants, businesses and institutions. 

• Duisburg is part of the “City Network Socially Integrated City North Rhine-
Westphalia” (“Städtenetz Soziale Stadt NRW”)44, which serves as a regional 
platform of 21 cities. In addition to networking, it pursues tasks such as the 
preparation of systematic analyses and project evaluation. 

                                          

 
40  A “Kreis” (German for “district”) is an administrative unit between municipalities and the Länder. 
41  http://www.sozialestadt.de 
42  http://www.sozialestadt.de/en/programm/ 
43  http://www.soziale-stadt.nrw.de/index.html 
44  http://www.soziale-stadt.nrw.de/informationen/netzwerk.html 
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Duisburg’s own neighbourhood development policy includes: 

• In 1999, the City of Duisburg created the Development Association Duisburg EG 
DU (“Entwicklungsgesellschaft Duisburg mbH) in order to more efficiently manage 
the development and implementation of comprehensive concepts of integrated 
neighbourhood renewal in the selected target areas.45 

• Interventions focus on the urban districts of Duisburg-Beeck, Duisburg-
Bruckhausen, Duisburg-Hochfeld and Duisburg-Marxloh. These 
neighbourhoods are characterised by elderly building stock, high unemployment, 
local migration and weak economic structures. 

• Activities are managed by local offices organised by the Development Association 
Duisburg EG DU. These serve as local meeting points for all participating 
stakeholders (including regular “round tables”) and include projects in the fields of 
− urban development, traffic and housing: e.g. “Green Belt North-Duisburg” 

(“Grüngürtel Duisburg Nord”) including the districts of Beeck, Bruckhausen and 
Marxloh46 

− local economy and labour market: e.g. Office for Economic Development 
(“Büro für Wirtschaftsentwicklung”, Duisburg-Marxloh)47, which promotes the local 
economy 

− social cohesion and education: e.g. “Meeting place and Mosque in Duisburg-
Marxloh” (“Begegnungsstätte und Moschee in Duisburg-Marxloh”)48 as a platform 
for inter-ethnic dialogue 

− neighbourhood marketing: e.g. “Stadtteil Marketing Hochfeld”49 

2.2.2. Main findings 

• Strategies of integrated neighbourhood development such as those implemented in 
the City of Duisburg have shown significant upgrading processes in their target 
areas and serve as space-related complementary programmes to the sectoral 
approaches of “traditional” social policies. 

• The case of Duisburg serves as an example of a positive combination of autonomous 
municipal policy and national/regional policy: Funding by the Federal-Länder-
Programme "Socially Integrative City" allows for a significantly broader scope of 
action by the local authority (not unlike the impact of EU Structural Funds). 

                                          

 
45  http://www.eg-du.de/ 
46  http://www.duisburg.de/micro/ggn/ 
47  http://www.sozialestadt.de/praxisdatenbank/suche/ausgabe.php?id=42 
48  http://www.sozialestadt.de/praxisdatenbank/suche/ausgabe.php?id=327 
49  http://www.eg-du.de/ 
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2.3. Case Study 3: Marinha Grande Territorial Employment Pact 
(Portugal) 

Marinha Grande is a Portuguese coastal town of nearly 30 000 people with a 
traditional industrial base in glass and plastics. 63% of local jobs are in 
manufacturing. The Council for Economic Development of Marinha Grande has 
been created by the local authority and involves local stakeholders in pursuing 
the goal of positioning the Marinha Grande region as a “Centre of Technological 
Excellence” as a method of diversifying and developing the local economy. The 
Council participates in the EU Territorial Employment Pact. Significant efforts 
have been made in developing local training and educational provision, business 
infrastructure and marketing. 

2.3.1. Description 

Introduction and context 

Marinha Grande is a small industrial coastal town in central Portugal with a population of 
28.400 (2001)50. Despite its rather complex structure of regional subdivisions, Portugal is a 
highly centralised European country. The mainland of the Republic of Portugal (excluding 
the islands of Madeira ant the Acores) is divided into five main regions. At the same time, 
there are 18 Distritos (districts) which are subdivided into 308 Municípios (municipalities). 
These municipalities are the highest level of municipal autonomy and consist of several 
Freguesias (small municipalities). Marinha Grande as a Freguesia is the administrative 
centre of the Município of the same name (population: 32.500). Marinha Grande is part of 
Distrito Leiria and the Região Centro. All these units have more or less administrative 
competences, municipalities have extensive autonomy. In recent years, there have been 
attempts of re-organising Portugal’s rather complex administrative structure, resulting in 
the implementation of metropolitan regions (Área Metropolitana) around Lisbon and Porto. 

Kind of disparities / challenges 

Marinha Grande is an industrial town with a tradition of processing glass and plastics. About 
63% of jobs are in the manufacturing sector.51 This dependency on the industrial sector 
made the municipality vulnerable to economic restructuring in the respective industries and 
has led to a structural unemployment rate of around 10%.52 A further decline of the glass 
processing industry would have irreparably negative impact on both the economic and 
social development of the town and the region. By addressing deficits in the local economic 
system and implementing improvements, socially sustainable processes may be initiated. 
Due to Portugal’s centralised administrative structure, legislation and administration are 
hardly capable of responding adequately to regional/local issues.  

                                          

 
50  Instituto Nacional de Estatística, Census 2001. http://www.ine.pt/xportal/xmain?xpgid=ine_main&xpid=INE 
51  IDELE (ed.) (2004): CASE STUDY: Marinha Grande Territorial Employment Pact, Portugal. Brussels.  

http://www.ecotec.co.uk/idele/themes/oldindustrial/studies/marinha_grande_tep.pdf 
52  http://ec.europa.eu/regional_policy/innovation/innovating/pacts/pdf/bprat/marinha2_en.pdf 
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The specific competences applied for addressing local disparities 

Due to Portugal’s centralised structure, comprehensive regional policies are difficult to 
implement. The municipality of Marinha Grande disposes of administrative autonomy, but is 
more or less reduced to the role of an organisational and managing platform in the field 
concerned. Besides the initiative of local companies, funding by EU funds plays an integral 
role in the process. 

The approach of the local authority in addressing local disparities 

In 1994, the local partnership “S.P.L Marinha Grande” was introduced, pursuing the goal 
of positioning Marinha Grande region as a “Centre of Technological Excellence”. This 
partnership includes local entrepreneurs and the local authority which acted as an interface 
between companies and other public authorities. 

Marinha Grande participated in the EU-initiative of Territorial Employment Pacts (TEP), 
aiming at reinforcing employment policies of the Member States. Goals of the TEP 
include:53  

• to promote the industrial competitiveness and innovation;  

• to enlarge the value chain associated to the local industries, mainly, moulds and 
plastics;  

• to promote the local initiative;  

• valorization of the human resources;  

• to attract external investment 

Marinha Grande City Council acted as coordinator of the TEP. The Deputy Mayor is head of 
the “Conselho para o Desenvolvimento Económico da Marinha Grande” (“Council for 
Economic Development of Marinha Grande”) introduced as the managing platform of the 
TEP. This involvement of the local authority gave renewed impetus to the commitment of 
the local civil society, i.e. the partnership initiative of local companies and other local socio-
economic stakeholders.  

Three main lines of policy goals were formulated:54  

• qualification of manual labour, 

• promotion of the area to attract exogenous investment, 

• creation of propitious conditions for the industrial activity. 

The partnership functions as a cooperation platform for exchanging experiences and 
discussing issues of local industrial development as well as a place of implementation of a 
monitoring and data gathering system. The Plan of Action included several projects:55  

• create a service company that employees handicapped persons 

• create a glass vocational training centre (CRISFORM) 

• introduce a milling apprenticeship course 

                                          

 
53  http://www.centimfe.com/centimfe/en/Projects/Concluidos/PTE/ 
54  http://ec.europa.eu/regional_policy/innovation/innovating/pacts/pdf/bprat/marinha2_en.pdf 
55  http://ec.europa.eu/regional_policy/innovation/innovating/pacts/pdf/bprat/marinha2_en.pdf 
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• introduce an industry awareness course: “Pense Industria” 

• create a local observatory for employment 

• create a business incubator “OPEN project” 

• implement an advertising campaign and create a glass industrial region 

• create a Regional development agency and an entrepreneurial centre 

• establish an initiative to promote the creation of micro and small companies by 
former glass-making workers 

• establish a network of local athletic and environmental actions 

• social renewal: “Revitalisar mudando” 

• create a support centre for the elderly 

• create a vocational and artistic school 

The Technological Center56 for the Mouldmaking, Special Tooling and Plastic 
Industries CENTIMFE as a part of the local partnership conducts activities in the fields of  

• consolidation of partnerships (introduction of training centres, development of a 
Local Development Society etc.), 

• enlargement of the value chain associated to the local industries, 

• enlargement of the Competitive Specialization (promotion of foundation of SME’s), 

• warranty of social cohesion (development of a Social Intervention Project, creation 
of a centre for old people with special needs), 

• development of a Technological and Professional Training Park. 

2.3.2. Main findings 

• The example shows the importance of an active civil society which has established a 
process of self-help and strategic improvements of the local economy. 

• The local authority acts as a catalysator of this commitment rather than a driving 
force. 

• The activities implemented are capable of a sustainable change and upgrading of the 
local image, for both inside and outside perspectives. 

                                          

 
56  http://www.centimfe.com/centimfe/en/Projects/Concluidos/PTE/ 
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2.4. Case Study 4: Leicester City Strategy Business Plan (United 
Kingdom) 

Leicester is a city of nearly 280 000 people in the English Midlands. Migrants 
make up nearly 40% of the population with a significant South Asian 
component. It is estimated that by 2019 Leicester will be the first British city to 
have a non-white majority. Local unemployment is the highest in England 
outside London. Several areas of the city rank amongst the top 10% of in 
England on the Index of Multiple Deprivation. The city’s Strategy Business Plan 
draws on EU and national funding to develop training and facilitate the 
integration of the most disadvantaged into the labour market. A managing 
consortium draws together and networks the public, private and associative 
sectors, thus involving a broad range of stakeholders. 

2.4.1. Description 

Introduction and context  

Leicester is a medium-sized town in the East Midlands region of central England, United 
Kingdom. With a population of approx. 280.000 (2001)57, Leicester is the tenth largest city 
in the UK. It is the county town of Leicestershire and as a unitary authority, under the Local 
Government Act 1992, independent from county councils and thus autonomous within its 
own territory. Within the UK, Scotland, Northern Ireland and Wales have their autonomous 
governments and unicameral legislatures. England, the largest country of the UK, has no 
devolved executive or legislature and is thus directly governed and administrated by the UK 
Government and the UK Parliament. England is subdivided into Counties which execute 
administrative tasks. 

Kind of disparities / challenges  

Leicester today is an ethnically diverse town with two universities and a commercial centre. 
Its economic structure has changed dramatically over recent decades, due to the decline of 
traditional (light) industries which have almost entirely been replaced by new businesses. 
Strong immigration after WW II has led to a share of minorities of approx. 40% (almost 
30% of south-Asian origin) – the Commission for Racial Equality estimated Leicester would 
be the first town in the UK with a non-white British majority by 2019.58 With 10.3% in 
2008, Leicester had the highest unemployment rate in England outside London59, although 
this varies widely between the different neighbourhoods. These developments call for a 
strategic approach towards urban development in general and future employment of 
disadvantaged communities in particular. In order to meet social challenges of potentially 
sustained socio-spatial inequalities/disparities among the different population groups and 
neighbourhoods, Leicester has developed a City Strategy Business Plan as a participating 
“path-finder” in the City Strategy Programme of the UK Department for Work and Pensions. 

                                          

 
57  Office for National Statistics, Census 2001 
58  Simpson, L. and Finney, N. (2007): Minority White Cities? Manchester. 
59  http://www.statistics.gov.uk/cci/nugget.asp?id=1606 
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The specific competences applied for addressing local disparities What are the 
competences of the local authority in the field concerned (legislative, executive, 
etc.)? 

The City of Leicester has limited autonomy in terms of implementing the proposed strategy, 
since its financing almost exclusively depends on specific national funding (via the Deprived 
Areas Fund, Neighbourhood Renewal Funding and other national/EU funds) and thus on 
approval of the proposed objectives, instruments and measures. The funding agreement 
with the Department for Work and Pensions includes the target of reducing the number of 
residents on public benefit by 3% and increasing employment by a similar figure.60 Actual 
implementation is a local competence. 

The approach of the local authority in addressing local disparities  

The City Strategy Programme of the Department for Work and Pensions61 aims to: 

• “ensure provision is more attuned to the needs of local employers so individuals gain 
the skills and attributes they need to access the particular jobs that employers need 
to fill, 

• play a significant role in increasing local employment rates, ensuring those most 
disadvantaged in the labour market can receive the help and guidance they need. 

The strategy will test:  

• how best to combine the work of government agencies, local government and the 
private and voluntary sectors in a concerted local partnership (consortium) – to 
provide the support jobless people need to find and progress in work, 

• whether local stakeholders can deliver more by combining and aligning their efforts 
behind shared priorities, alongside more freedom to innovate, and tailor services in 
response to local needs.”62 

For this purpose, 15 so-called “pathfinders”, i.e. 15 towns, cities or neighbourhoods, were 
chosen to prepare local business plans. The Leicester City Strategy Business Plan 
defines the city’s vision as follows: 

“We want a city where employers are able to recruit and retain the workforce they need to 
be competitive and to grow, and where individuals from disadvantaged backgrounds are 
given the assistance they need to progress in the labour market. A city where public, 
private, and voluntary sector agencies work together to improve employment rates and 
reduce child poverty in our most disadvantaged communities.”63 

                                          

 
60  http://www.dwp.gov.uk/welfarereform/support_pathfinders.asp  
61  http://www.dwp.gov.uk/welfarereform/cities_strategy.asp 
62  ibid. 
63  City of Leicester (ed.) (2007): Leicester City Strategy Business Plan. Leicester.  

http://www.dwp.gov.uk/welfarereform/business_plans/leicester.pdf. p. 2. 
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The Business Plan includes a comprehensive description of the town’s socio-economic 
structure and addresses the following particular challenges64: 

• structural unemployment (high share of long-term unemployment) 

• household income significantly lower than regional and national averages 

• low qualification standards of the local population 

• significant degree of social exclusion (43 output areas in Leicester City ranked in the 
top 10% most deprived areas in England on the Index of Multiple Deprivation; high 
share of residents claiming government benefits) 

• employment rate significantly below national average (especially for female 
employment, due to the high share of immigrants with distinct migration history and 
low qualifications 

According to this analysis, the Business Plan identifies the following priority target 
groups65: incapacity benefit claimants; black and minority ethnic groups (BME groups – 
especially Black African, Bangladeshi and Pakistani groups); new arrivals, residents aged 
over 50; offenders; Job Seeker’s Allowance (JSA) claimants, especially those claiming for 
more than 6 months; lone parents; young people not in education, employment, or 
training. 

Strategic objectives of the Business Plan include66: 

• “co-ordinate engagement activities with employers, at both the strategic and 
operational levels, to address their labour needs; 

• address the supply side barriers that prevent residents in our disadvantaged areas 
from seeking, competing for, and obtaining employment; 

• bring job opportunities into our disadvantaged communities by developing local 
training and employment centres and by providing a comprehensive multi-agency 
service to address barriers to work amongst those groups that are furthest from the 
labour market; 

• ensure that residents obtain sustainable employment, and are able to progress 
within the work-place by providing in-work support to employers and workers, and 
by ensuring that best employment practices are shared. 

• improve the way in which public, private and voluntary sector agencies work 
together, commission services, and monitor progress towards the aims of our 
strategy.” 

The programme design builds on the involvement and networking of existing structures 
and institutions in Leicester as well as active involvement of local companies and other local 
stakeholders. A Consortium has been established as the executive and managing 
authority. The proposed measures of the City Strategy are to be funded by a variety of 
relevant national programmes and funds (such as the Deprived Areas Fund, the Pathways 
to Work Programme, the Neighbourhood Renewal Fund etc.). 

                                          

 
64  ibid., pp. 12-20. 
65  ibid., pp. 21-32. 
66  ibid., p. 3. 
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2.4.2. Main findings 

• Since the implementation of the Business Plan has just recently begun, concrete 
impacts of the proposed measures are difficult to assess. The formulation of specific 
quantitative targets (in terms of reducing disparities and disadvantages) does, 
however, provide proper guidelines for future monitoring and evaluation. 

• The Leicester City Strategy Business Plan shows a high awareness of the structure 
of the local economy and is therefore likely to address the crucial points of the local 
socio-economic challenge. 

• The Business Plan is part of a national programme and thus acts in full accordance 
with national policies. 

• The proposed activities seem to be highly capable of coping with local disparities and 
fostering social inclusion. 



The Role of Local Authorities in Addressing Social Disparities  
___________________________________________________________________________________________ 

 

 53

2.5. Case Study 5: Havanna Large-Scale Housing Estate in 
Budapest (Hungary) 

During the communist period the emphasis in housing policy was on the 
construction of large housing estates, and these still account for 34% of 
Budapest’s housing stock. Post-communist reforms led to a transfer of the more 
desirable housing stock to private ownership and a concentration of run-down 
properties under the district municipalities. The 30-year-old Havanna estate had 
the worst reputation and alarming social problems in the 1990s. Careful 
privatisation, renovation, landscaping, security systems and increased 
engagement with resident stakeholders have led to higher rents and an influx of 
young families. The Havanna estate is steadily improving. 

2.5.1. Description 

Introduction and context  

Budapest is the capital of Hungary. With a population of 1.7 million in 200867, it is by far 
the biggest city in the country and one of the main urban centres of Central Europe. Yet, 
Budapest has recorded a significant loss of population since the 1980s, when the city had a 
population of approx. 2.1 million.  

Hungary has seen a total change in its political state since 1999. Despite a decentralisation 
process after 1989, Hungary has a relatively centralised administrative system and is 
divided into 19 counties (megyék) and the capital city (főváros) Budapest as a distinctive 
administrative unit in its own right.  

Decentralisation devolved administrative tasks to the local level, but municipal financial 
resources remain insufficient to adequately pursue these tasks. Self-governance by local 
authorities is thus limited by restricted budgets. In 1999, to meet EU requirements, 
counties were grouped into seven regions (NUTS II level) with limited administrative tasks. 
Budapest itself is subdivided into 23 districts, each of which has its own local 
administration. 

Kind of disparities / challenges 

Hungary is still in a process of transformation after the fall of the communist regime in 
1989. The heritage of this era is still obvious in Hungarian public life, and most visible in 
the country’s housing stock which consists of a high percentage of large housing estates 
(mostly prefabricated buildings), developed between the 1950s and 1980s. Having been 
built to poor standards, the refurbishment of these large housing estates has become one 
of the main issues of housing policy not just in Hungary, but in all countries and cities of 
the former Eastern Bloc.  

                                          

 
67  Hungarian Central Statistical Office 2009,  

http://portal.ksh.hu/portal/page?_pageid=38,119919&_dad=portal&_schema=PORTAL 
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Once regarded as the solution to quantitative housing shortages, these estates have 
experienced both physical and social decline in recent decades – challenges, which are 
directly connected to the extensive re-organisation of society since 1989 and may be 
summarised as follows: 

• Privatisation of the housing stock: The rapid privatisation of the housing stock in 
most CEE countries has transformed large housing estates from state-owned, 
tenure-dominated structures into areas of privately owned flats – a fact which 
makes comprehensive renewal processes difficult to implement and often leads to 
the physical neglect of these estates. In Budapest, by 1994, 61% of the former 
municipally owned dwellings had been privatised.68 

• Breakdown of public housing: Linked to the privatisation process, the transformation 
of the political system has led to a breakdown of public housing provision and thus 
to shortfalls in housing supply, both in terms of quantity and quality. 

• Increasing housing costs: Due to privatisation processes, housing costs for Budapest 
households have significantly increased – an increase that cannot be covered by 
public subsidies. As a result, problems unknown in the socialist system such as poor 
housing and homelessness have appeared.69 Between 1996 and 2003, property 
prices in Budapest grew by 258%.70  

• Poor standards of construction and urban design: Construction methods of 
prefabricated housing estates were severely lacking in terms of insulation. There is, 
consequently, an urgent need for refurbishment. Design of public spaces and 
infrastructure supply has been neglected and has become a major redevelopment 
challenge. 

• Sub-urbanisation process: After 1989, a strong sub-urbanisation process, similar to 
ones experienced in Western European countries, began as middle-class families 
gained the option of obtaining better housing in single-family houses on the 
periphery of metropolitan areas. 

The resulting decline of large housing estates has led to substantial middle class departures 
(flight to the suburbs) and pronounced social disparities. Demographic and societal 
developments such as negative natural population development, an ageing population, 
changes in household sizes, a widening income gap, rising unemployment etc. intensify 
social problems in post-war housing estates which tend to become socially and physically 
deprived neighbourhoods. The sheer quantity of dwellings in large housing estates in CEE 
countries has made refurbishment of these structures a social priority– and an energy 
conservation – issue affecting millions of people. Recognising its significance, the 
restructuring of large housing estates has been included in EU structural policies. European-
wide networks like RESTATE71 promote exchanges of information and good practice. 

                                          

 
68  Kocsis, J.B. (2004): The Housing Poor in Budapest, Hungary: Situation and Perspectives. In: Fearn, J. (ed.): 

Too Poor to Move, Too Poor to Stay. A Report on Housing in the Czech Republic, Hungary and Serbia. Local 
Government and Public Service Reform Initiative. Budapest: p. 76. 

69  ibid., p. 81ff. 
70  ibid., p. 76 
71  http://www.restate.geog.uu.nl/ 



The Role of Local Authorities in Addressing Social Disparities  
___________________________________________________________________________________________ 

 

 55

The specific competences applied for addressing local disparities 

In the course of transformation processes since 1989 in Hungary (and all CEE countries), 
extensive decentralisation has shifted administrative power from the central state to local 
governments. Today these have extensive autonomy, yet they continue to depend on 
national financing. Budapest, as the capital of Hungary, pursues its own housing and urban 
renewal policies. Financial resources of the City of Budapest are concentrated in the 
renewal of the downtown area, while the refurbishment of large housing estate on the 
outskirts of the city is left to the respective districts, which are financially incapable of fully 
addressing this task. This lack of financial resources forces Budapest districts to sell 
additional flats to private owners, who themselves find it difficult to carry out proper 
maintenance. The devolution of housing tasks to the smallest administrative units (the 
Budapest districts) has been criticised as a cause of frequent conflicts between the City of 
Budapest and its districts, and for hindering the development of an overall housing policy 
approach.72 

The approach of the local authority in addressing local disparities  

As mentioned above, general problems of housing supply and maintenance cannot be 
addressed within the limited financial resources of local authorities. The City of Budapest 
has, however, improved on the national subsidising system by adding by-laws in recent 
years. Addressing homelessness, the city has introduced measures aimed at least 
cushioning this social deficit (temporary shelter in the cold season, hostels etc.).73  

Large housing estates represent 34% of the housing stock in Budapest.74 These estates are 
affected in particular by the changes in Hungarian society and there are real fears that they 
could deteriorate from socially mixed areas to much more homogenously populated zones 
with a majority of socially deprived residents as can be observed in similar housing estates 
around Western European cities. 

The Budapest “Havanna” housing estate stands as a model in terms of both problems 
and improvement strategies for large-scale housing estates in CEE countries. A RESTATE 
study75 investigated the status and development of this particular estate. In the 1980s and 
1990s, Havanna was the Budapest housing estate with the worst reputation. A 1993/94 
survey revealed alarming social problems in the neighbourhood and obliged the City of 
Budapest and the district municipality to develop strategies and increase investment. These 
strategies and current developments may be summarised as follows: 

• Buildings: Since its construction some 30 years ago, maintenance and renewal of 
the physical structure of Havanna buildings have been totally neglected. Renovation 

                                          

 
72 Erdösi, S. et al. (2004): Large Housing Estates in Hungary. Overview of developments and problems in 

Budapest and Nyíregyháza. RESTATE Report 2c. Utrecht.  
http://www.eukn.org/binaries/hungary/bulk/research/2006/4/hungary-tx-large-housing-estates-developments-
and-problems-ep-060322-doc.pdf, p. 33.  
Kocsis, J.B. (2004): The Housing Poor in Budapest, Hungary: Situation and Perspectives. In: Fearn, J. (ed.): 
Too Poor to Move, Too Poor to Stay. A Report on Housing in the Czech Republic, Hungary and Serbia. Local 
Government and Public Service Reform Initiative. Budapest. 

73  ibid., p. 83. 
74 Erdösi, S. et al. (2004): Large Housing Estates in Hungary. Overview of developments and problems in 

Budapest and Nyíregyháza. RESTATE Report 2c. Utrecht.  
http://www.eukn.org/binaries/hungary/bulk/research/2006/4/hungary-tx-large-housing-estates-developments-
and-problems-ep-060322-doc.pdf, p. 20. 

75  ibid. 
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processes started slowly and were limited by their dependence on the financial 
resources of the post-privatisation private owners. State programmes promoting 
renovation activities have been implemented but remain insufficient. Today, despite 
more professional management, refurbishment of the buildings remains one of the 
priority tasks in the neighbourhood. 

• Public Space: Significant improvements have been made since the late-1990s 
through increased investment in the public spaces, jointly funded by the City of 
Budapest, the district municipality and the national state. Furthermore, maintenance 
improvements have been made by motivating local residents to take care of their 
own surroundings. For example, the municipality distributed shrubs and grass seeds 
to the private owners and gave advice as to their proper use. Companies hired to 
take care of the public space employ unemployed local people which improves both 
the local economy and the appearance of local public spaces. 

• Social Problems: In the 1980s and 1990s, Havanna was associated with crime and 
drug abuse. Almost ironically, privatisation has led to a remarkable change in the 
socio-economic structure of the local residents: due to higher housing costs, groups 
with lower incomes were forced to move away, while young families moved in. This 
change is regarded as a contribution to improved safety standards in the 
neighbourhood. Furthermore, the municipality has installed a comprehensive CCTV 
system which claims to cover 95% of the neighbourhood in order to reduce acts of 
crime and vandalism. 

• Community Life: The Havanna housing estate lacks social and cultural activities. 
Even though it is well equipped in terms of infrastructure, demographic and socio-
economic trends such as an ageing population, a high share of socially excluded 
residents and high turnover of residents all hinder the development of local civic 
movements. The municipality attempts to stimulate such movements by organising 
cultural and social events. 

2.5.2. Main findings 

• As in most CEE countries, a functioning, consistent housing policy in Hungary has 
yet to emerge. Financial resources have yet to match the devolution of 
responsibilities to local authorities. 

• Regarding housing supply and maintenance, privatisation processes implemented by 
national legislation after 1989, have burdened both local authorities and the 
population itself. The capacity to cope with resulting problems is something which 
can only be developed over time, and funding depends on general economic 
development. 

• In general terms, extensive privatisation has limited the possibilities for public 
intervention by the authorities and has left substantial tasks (of housing supply and 
refurbishment of large-scale housing estates in this particular case) to market 
mechanisms and the activity of (often socially deprived) individuals. 

• On the other hand, privatisation has led to diversified opportunities on the housing 
market and may, as the case of Havanna shows, even contribute to a more mixed 
local social profile.  

• Public investment has, however, begun to grow over the past 10 years, and this has 
already led to significant improvements. 
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2.6. Case Study 6: Turku Diversity Policy (Finland) 

Turku is a Finnish city of just under 180 000 people. Finland, traditionally a 
country of emigration became an immigration community during the 1980s. 
4.4% of Turku residents are foreigners, many of them having refugee/returnee 
status. The City of Turku Immigrant Integration Programme was started in 
2001 to enhance integration through employment and educational 
opportunities, particularly in the public sector. This has worked better for new 
arrivals than for those who were already present in Turku when the programme 
was launched. 

2.6.1. Description 

Introduction and context  

Turku is a medium-sized town with a population of 175.582 (Dec. 2008)76 in southern 
Finland. Since a 1997 administrative reform, Finland is divided into six provinces (“läänit”), 
which do not hold legislative power and are largely confined to executing and administering 
policies decided at the national level. Provinces are divided into 20 regions (“maakunta”) 
and 74 sub-regions (“seutukunta”).  

Municipalities on the contrary play an integral part in Finland’s political system, since they 
account for half of public spending and collect extensive municipal taxes. Recent attempts 
to reorganise the administrative structure to transfer more power to the regions have 
encountered much opposition from local interest groups. Turku region is the centre of a 
Finnish Maritime cluster and has become an internationally known centre for bio-technical 
research and business in recent years. While industry still provides an important base for 
the local economy, there has been a shift from the manufacturing sector towards the 
service one. 

Kind of disparities / challenges 

Having been a country of emigration until the post-war period, Finland’s development as a 
country of immigration is rather new, as it only began during the 1980s. Immigration has 
been both supply-driven (returnees from Sweden or the former Soviet Union, asylum 
seekers) and demand-driven (increasing number of labour migrants). By the end of 2008, 
143.256 immigrants were living in Finland, which is about 3% of the total population77. In 
addition to a Swedish-speaking population of 5.2%, 4.4% of City of Turku residents are 
foreigners (Dec. 2008), most of them having refugee/returnee status.78 While this share is 
still relatively low compared to other European countries/cities, this ethnic diversity 
imposes new tasks for social, labour market and housing policies. The integration of 
foreigners into Finnish society and labour market has become an important element of 
social policies in order to prevent social disparities and tensions in terms of ethnicity and to 
foster social inclusion at an early stage of population diversification. Public Diversity Policies 
aim at representing the diversified structure of the population in public employment, thus 
promoting integration into the social system and the “visibility” of immigrants. Diversity 

                                          

 
76  Statistics Finland, http://www.stat.fi/tup/suoluk/suoluk_vaesto_en.html#Largestmunicipalities 
77  Statistics Finland, http://www.stat.fi/tup/suoluk/suoluk_vaesto_en.html#Foreigners 
78  http://www.turku.fi/Public/download.aspx?ID=59428&GUID={2171A3CC-D0CC-4ACF-A894-86B962BE8B58} 
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policies are usually based on strategic approaches that actively recruit immigrants for 
public jobs to serve as a model for private companies. 

The specific competences applied for addressing local disparities 

As mentioned above, immigration is a relatively new task for Finnish policies. On the 
national level, the Ministry of Labour and Social Affairs administrates access to the labour 
market while the Ministry of the Interior determines policies on asylum applications. An 
Immigration Act was only introduced in 1999, defining the responsibilities of the different 
actors in integration work and the immigrants’ participative responsibilities. The Act focuses 
on labour market integration strategies and is less explicit concerning other issues (such as 
housing). It includes the right for immigrants who have not successfully integrated into the 
labour market to an “individual integration plan”, including language courses and other 
educational activities to help their integration into Finnish society. Carrying out these plans 
is a task for regional and local authorities and is financed by the national budget. The 
Immigration Act furthermore requests municipalities to develop local integration policies.  

Implementation of these policies is hindered by limited facilities and financial resources. 
Local policy-makers in Turku regard national immigration policies as primarily aiming at the 
adaptation of immigrants, while municipalities such as Turku try to pursue a broader 
approach.79 

Accordingly integration policies on the City of Turku level have an obligation to execute 
policy strategies determined at the national level and are largely dependent on national 
financing. Concerning implementation, the city has extensive autonomy in the fields of 
employment, housing, health care etc. 

The approach of the local authority in addressing local disparities 

A recent case study80 conducted in the framework of the CLIP81-Network has analysed 
diversity policy in Turku. 

The City of Turku adopted the City of Turku Immigrant Integration Programme in 
2001. The programme appointed four working groups, which developed strategies and 
measures in the following fields: 

• immigrant children and youth, 

• training and employment, 

• collecting information and 

• housing. 

The implementation of the strategies had to be executed by the different city departments, 
which have to report annually to the City Council. After a re-evaluation in 2007, the 
programme included integration services for the different groups of immigrants (in terms of 
ethnicity, age and sex) and cooperation strategies with immigrant associations. 

                                          

 
79  Penninx, R. (2008): Case Study on Diversity Policy in Employment and Service Provision. Turku, Finland. 

Institute for Migration and Ethnic Studies Universiteit van Amsterdam (ed.). CLIP network. Amsterdam: p. 6. 
80  Ibid. 
81  CLIP = Cities for Local Integration Policy 
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The City Council has introduced an Integration Index in order to monitor the successful 
implementation of these policies. The index includes 

• second level education, 

• (un)employment rate of immigrants, 

• level of income. 

The Immigrant Integration Programme primarily seeks to guarantee immigrants’ access to 
the welfare state and its main institutional domains (employment, housing, education and 
health). Equality of outcome of the integration process and equity in treatment are not 
explicit goals of the programme. Also, diversity policy is not explicitly mentioned, but rather 
considered as a “philosophy” that has to be taken into account in all measures. 

In fact, since there is no concrete definition of goals, concrete policies and measures largely 
depend on the individual departments of the city, the most important of them being the 
Department for Services (Health, Social Welfare, Cultural Affairs, Sports, Youth Affairs), 
the Department for Competences and Business Development (Education, Vocational 
Education, Turku University of Applied Sciences) and the Department for Environmental 
Affairs (Real Estate, Technical Services, Environmental Protection, City Planning, Harbour, 
Water Works). Integration policies are coordinated by the Immigrants’ Office, located within 
the Department for Services in its Social Welfare Section. The locating of this Office on a 
low administrative level can give rise to complex administrative routes to other 
departments and responsibilities. 

Since most employees are organised in Trade Unions, these unions play an integral part 
in the Finnish labour market, including for municipal employees. Protective rules of the 
Trade Unions not only require adequate language skills for potential immigrant employees, 
but also employment corresponding to their qualifications. This means in practice, that an 
immigrant unable to find a job matching his/her qualification cannot be employed in a 
position on a lower qualification level, since this would undermine the position of fully 
qualified employees. Among Trade Unions’ representatives, persons with immigration 
background are under-represented. Other partners from civil society – especially those 
originating from immigrant communities – have not yet reached a significant status; 
involvement has remained infrequent and informal. 

The outcome of diversity policies is still rather unsatisfactory: only about 0.5% of the city’s 
employees are of foreign origin, most of them being employed in the health and education 
sectors. 

2.6.2. Main findings 

• Turku as a local authority largely executes national policy directives, but has 
extensive autonomy in implementation. 

• Turku’s Integration policies provide adequate assistance for newly arriving 
immigrants by guaranteeing access to welfare and housing. 

• Despite extensive local competences, the case study reveals the difficulties a society 
with only a short history of immigration encounters in terms of adjusting its systems 
to more accurately reflect a more diversified population. 
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2.7. Case Study 7: Elblag Integrated Urban Development (Poland) 

Elblag is a Polish city of some 130 000 people close to the Baltic coast. The 
post-1989 transformation was economically painful including the loss of 
traditional industries. Unemployment in Elblag is close to 20%, considerably 
above the national average. The city has adopted several plans to develop its 
economy through attracting investment, improving training and refurbishing or 
creating the necessary infrastructure. It draws heavily on EU funding and 
networks with other EU city authorities. Its efforts are beginning to bear fruit. 

2.7.1. Description 

Introduction and context  

Elblag is a Polish town with a population of 126,876 (2007).82 It lies close to the Vistula 
Lagoon and the Baltic Sea between the important Polish Tri-City agglomeration of Gdansk-
Sopot-Gdynia to the west and the Russian enclave of Kaliningrad to the east. This location 
on an important commercial crossroads favours the city’s potential for economic 
development. Since an administrative reorganisation in 1999, Elblag has lost its status as a 
voivodeship capital. Since 1999, Poland is divided into 16 voivodeships (regions), 379 
powiats (counties; including 65 cities with powiat status), and 2,478 gminas 
(municipalities). Gminas are classified as urban (consisting of a town or city), urban-rural 
(consisting of a town together with its surrounding villages and countryside), or rural (not 
containing a town). Elblag as an urban gmina is the capital of the Elblag powiat, while being 
a self-governing city, not part of the Elblag powiat. It is the second-largest town in the 
Warmian-Masurian Voivodeship. 

Kind of disparities / challenges  

As in the rest of Poland and other CEE-countries, economic transformation after 1989 was 
painful in Elblag. It led to high unemployment rates of almost 25% and significant social 
dislocation. Increasing social and territorial disparities have been a serious challenge for the 
local authority. Although recent years have seen slowly decreasing unemployment, the 
official unemployment rate in 2006 was still 17.7%83, which is significantly above the 
average for Poland as a whole. As a consequence of the difficult economic situation, many 
residents have moved to other Polish cities. Since 1989, Elblag has suffered population 
losses, both due to a natural decrease and a significantly negative net migration. Social 
exclusion is often spatially concentrated, particularly in the outer suburbs, where a socially 
deprived population inhabits poorly designed socialist large-scale housing estates. 
Economic transformation has brought a significant rise in employment in the service sector, 
which does not yet cover previous job losses in the industry sector. In 2006, 69.5% of the 
jobs were in the service sector (of which 37.7% in market services and 31.8% in non-
market services), 30.1% in industry and construction and 0.4% in agriculture.84 
The socio-economic problems of Elblag may be regarded as typical processes in urban 
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83  Central Statistical Office of Poland 2007.  

http://www.stat.gov.pl/cps/rde/xbcr/olsz/ASSETS_folder_olsztyn_elblag_2007.pdf 
84  Central Statistical Office of Poland 2007.  

http://www.stat.gov.pl/cps/rde/xbcr/olsz/ASSETS_folder_olsztyn_elblag_2007.pdf 



The Role of Local Authorities in Addressing Social Disparities  
___________________________________________________________________________________________ 

 

 61

regions of the transformation countries. The local authority’s approach in addressing these 
problems in a comparatively sustainable way makes the city somewhat unique among 
Polish urban agglomerations. 

The specific competences applied for addressing local disparities  

Although Poland is a comparatively centrally organised country, the 1999 administrative 
reform (see above) brought some decentralisation, devolving more extensive competences 
to the voivodeships. Voivodeships play a key role in regional and urban development. 
Despite this fact and the absence of any national policies concerning these issues, Elblag 
has developed a remarkably high independence and activity in setting its own coherent 
urban development strategy, helped by significant external funding, particularly from EU 
structural funds. 

The approach of the local authority in addressing local disparities  

Addressing the problems of economic transformation, the municipal authorities of Elblag 
have developed a comprehensive urban policy approach. The key document is “The 
Development Strategy of Elblag for the years 2001-2015”85 with the overall 
programmatic objective of ensuring that “Elblag is an economically modern and competitive 
town in the country and Europe”.86  

Objectives derived from the overall programme include:  

• Objective 1: Improvement of the city’s competitiveness 

• Objective 2: Restructuring and development of urban areas. 

• Objective 3: Well-developed entrepreneurship. 

• Objective 4: Education; development of human resources. 

• Objective 5: Elblag as a recognised tourist attraction. 

• Objective 6: Elblag as an environmentally friendly city. 

• Objective 7: Elblag as an attractive place to live. 

• Objective 8: Protection and development of the cultural heritage. 

Apart from these objectives, the strategy highlights a number of key issues for urban 
development, including the development of Elblag as a European “gateway city” between 
east and west, promotion of the information technology sector by qualification measures for 
the local workforce and the principle of constant and sustainable development of the city.  

                                          

 
85 http://www.eukn.org/binaries/poland/bulk/policy/2006/12/development-strategy-for-the-city-of-elblag-for-the-
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86 Office of the Deputy Prime Minister (ed.) (2006): UK Presidency: EU Ministerial Informal on Sustainable 

Communities. European Evidence Review Papers. London.  
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In line with these objectives and principles, the city’s focus is on the following issues:87  

• support of the SME sector (modernisation of infrastructure, tax incentives etc.) 

• actions to protect natural resources and to develop services for the inhabitants 
(education, upgrading of human skills, housing provision) 

• dreation of favourable conditions for attracting international investment 

• modernisation of roads and technical infrastructure as a basis for economic 
development 

• constant improvement of living standards 

Accompanying “The Development Strategy of Elblag for the years 2001-2015”, a series of 
supporting documents have been developed by the municipality:88 

•  “The Development Programme for Elblag; Long-term Investment Programme for 
the years 2004-2008”; 

•  “The Programme of Sustainable Environmental Protection for the City of Elblag for 
the years 2000-2010”; 

•  “The Unemployment Alleviation Programme”; 

• the educational Programme “To Learn, to Live”; 

•  “The Integrated Programme for the Development of Public Transport” and 

•  “The Multi-Annual Programme for the Housing Sector Development for 2004-2008”. 

Implementation has put strong emphasis on accessing funding from EU structural 
funds (both before becoming an EU-member in 2004 and afterwards). This external 
funding has been a necessity, since national or regional funding for urban development 
programmes is more or less non-existent in Poland. Otherwise, Elblag had to rely on the 
city’s own (limited) financial resources. Elblag has managed to become the most successful 
Polish city in accessing EU funding. Furthermore, Elblag has established strong 
relationships with municipalities in other EU Member States (especially in Sweden 
and the UK), which led to an important exchange of technical know-how. The city has put 
particular emphasis on certain key strategic priorities – such as labour demand and 
supply side measures focusing on young people or measures promoting the development of 
the IT-sector – in order to address social exclusion. 

Implemented measures include both “soft” human resource development projects and 
“hard” infrastructure investments:89 

• Human resource development: cooperation with higher education institutions and 
local businesses, adjustment of education and training programmes to make them 
more responsive to the needs of the local labour market, establishment of 
institutions such as the Centre for Practical Learning to upgrade or diversify 
vocational qualifications. 
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• Activities promoting Elblag as a regional hub for the IT-sector: attraction and 
successful establishment of IT-companies (ELMAN and HELIX), establishment of the 
Institute of Information Technology (with supporting educational infrastructure) by 
the city’s Higher School of Vocational Training90, launching of the programme “The 
Information Technology Centre in Elblag” (combining IT education and business 
support), creation of a “Technology Park”91. 

• Investments in technical infrastructure: construction of a road network (“The 
Route of the European Union”92), modernisation of the seaport, modernisation of the 
water supply system, modernisation of the public transport system, regeneration of 
the city’s Old Town, development of new housing estates. 

• Short-term social interventions: introduction of the programme “Support for 
Unemployed families in the Worst Financial Conditions” offering both financial 
support (e.g. re-imbursement of costs for school books) and assistance with finding 
a job, implementation of measures assisting unemployed people to set up their own 
company, support for development of a strong civil society. 

• Activities in environmental protection: development of environmental strategy 
documents (“The Programme of Sustainable Environmental Protection for the City of 
Elblag for the years 2000-2010”), implementation of a special ecological education 
programme through “Local Agenda 21” – this policy has won several awards, 
including The European Union Ecological Award in 1999 and 2001.93 

2.7.2. Main findings 

• The case study shows that a coherent and sustainable urban policy is not necessarily 
dependent on respective national/regional policies, but can be developed more or 
less exclusively on the local level. 

• The comprehensive approach of the City of Elblag (promotion of human resources, 
active support of economic development and social support) shows promise in terms 
of reducing local social disparities. 

• The joint activities of the municipality have facilitated the development of a strong 
civil society which is a good basis for social cohesion and future development. 
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2.8. Case Study 8: Eurométropole Lille-Kortrijk-Tournai (France, 
Belgium) 

The French local authority Lille Métropole Communauté Urbaine is located in a 
complex cross-border context: The urban continuity between the French and 
Belgium territory provides various opportunities but also challenges for the 
daily life of its inhabitants (e.g. commuting, cross-border services etc.). Against 
this background a cross-border cooperation process has been initiated between 
Lille Metropole Communauté Urbaine and the neighbouring Belgian 
intercommunales. Finally, this has resulted in the establishment of Europe’s 
very first European Grouping of Territorial Cooperation (EGTC)94 the so-called 
EGTC Eurométropole Lille-Kortrijk-Tournai. The EGTC creates a public body with 
14 local, regional and national authorities combining all competences. It thus 
forms a new platform for technical and political dialogue to build up a coherent 
development strategy. From the technical point of view, the EGTC provides also 
the possibility of managing European projects and programmes.95 

2.8.1. Description 

Introduction and context  

Lille Métropole Communauté Urbaine is a French local authority (EPCI), which exists for 40 
years and draws together 85 municipalities with 1.1 million inhabitants. It has extensive 
legal competences, enforced by law or voluntarily transferred from the municipalities 
(public transport, waste disposals, water supply, sewerage, urban development and 
planning, economic development, housing policy, culture and sport facilities). 

Kind of disparities / challenges  

However, Lille and its region are very specific in the French context:  

• it has a cross-border situation with an urban continuity (of the built-up area) 
between France and Belgium;  

• it has a polycentric structure with a high degree of functional relation 

• it is in close proximity to other urban areas, favouring an extraordinary high degree 
of human and economic exchange. 

This situation is providing both many opportunities in the European location competition, 
but also numerous challenges concerning fragmentation of local powers and complex 
coordination mechanisms between territories. 

                                          

 
94 Regulation (EC) no 1082/2006 of the European Parliament and of the Council of 5 July 2006 on a European 

Grouping of Territorial Cooperation is provides a legal framework for territorial cooperation (interregional, 
cross-border and transnational), where formerly different instruments have been used. see 
http://ec.europa.eu/regional_policy/sources/docoffic/official/regulation/pdf/2007/gect/ce_1082(2006)_en.pdf 

95 Committee of the Regions (2008): The European Grouping of Territorial Cooperation (EGTC): state of play and 
perspectives. Brussels. 
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The specific competences applied for addressing local disparities  

Lille Metropole has answered to this situation by launching multiple cooperation processes 
starting from the beginning of the 1990ies at different administrative levels. 

• Since 1991, a formal cross-border cooperation process has been promoted between 
Lille Metropole Communauté Urbaine and four neighbouring Belgian (Flemish and 
Walloon) intercommunales: Leiedal (Kortrijk), IEG (Mouscron), IDETA (Tournai), 
WVI (Ypres), mainly through the Cross-border Standing Conference of Inter-
municipal Organisations (COPIT) a French voluntary association.  

• After the elaboration of a French-Belgian Treaty for cross border cooperation 
between local authorities (1998 and 2002), a working group of the French and the 
Belgian parliaments proposed in June 2006 to develop a cross-order governance 
structure (Eurodistrict) with 14 members In June 2006 the five partners agreed on 
the principle of creating a Eurodistrict..  

• In March 2007 the memorandum of understanding for the creation of the EGTC was 
signed by the five historic partners and the nine ‘upper level’ partner authorities: the 
French government, the four Belgian governments concerned, the Nord-Pas-de-
Calais Region, the Département du Nord, and the two provinces of West-Flanders 
and Hainaut.  

• Thirdly, the Lille Metropolitan area (Aire métropolitaine de Lille) is an informal 
metropolitan co-operation which was created in December 2007 in order to 
represent and develop the cooperation process.  

• On 28 January 2008, the first European Grouping of Territorial Cooperation (EGTC 
according to Regulation 1082/2006) was created between France and Belgium: the 
Eurométropole Lille-Kortrijk-Tournai. It brings together fourteen authorities from the 
Lille Metropolis, western Hainaut and western Flanders (four French authorities and 
ten Belgian ones). The EGTC creates a public body with 14 local, regional and 
national authorities combining all competences. It thus forms a new platform for 
technical and political dialogue to build up a coherent development strategy. From 
the technical point of view, the EGTC provides the possibility of managing European 
projects as a single partner.  

2.8.2. Main findings 

• The municipality of Lille has been active in a long tradition of inter-communal 
(metropolitan) cooperation for tackling with both opportunities and obstancles of a 
highly complex metropolitan environment.  

• This experience has been used to extend cooperation on the cross-border scale 
between Lille and neighbouring intercommunales in Belgium.  

• The creation of the European Grouping of Territorial Cooperation (EGTC) 
Eurométropole Lille-Kortrijk-Tournai is the most formalised cooperation from in a 
cross-border context.  

• The EGTC’s objectives contain several topics which affect the reduction of local 
disparities: e.g. ensuring harmonisation, dialogue and favouring political discussion; 
producing cross-border coherence; facilitating, developing and realizing projects 
according to the commonly prepared development strategy; improving the quality of 
life of the inhabitants of the French-Belgian reference area.  
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2.9. Synthetic cases studies on local authorities’ activities in the 
context of the renewed Lisbon Agenda 

The following – more synthetic – case studies are deriving from the National 
Progress Reports 2008 in which the Member States report on the 
implementation of their National Reform Programmes. The examples show, 
which kind of competences local authorities are activating in order to contribute 
to the goals of major EU strategies, i.e. the renewed Lisbon Strategy and the 
Gothenburg Strategy). (see http://ec.europa.eu/growthandjobs/national-
dimension/member-states-2008-2010-reports/index_en.htm). 

2.9.1. Local care programmes for disadvantaged groups (Cyprus) 

In Cyprus local authorities created partnerships with NGOs in order to provide 31 care 
programmes for children, the elderly, the disabled and other dependants. During 2007-
2008, grants co-financed by the ESF were provided to 31 care programmes developed 
through partnerships between NGOs and local authorities. During this period about 60 work 
positions were created to cover the needs of the programmes and approximately 200 
women benefited from the care facilities. A study on the role of local authorities in the 
promotion of care policies for the reconciliation of work and family life has recently been 
completed. The measure will be fully implemented by December 2008.96 

2.9.2. Integration of ethnic minorities (Denmark) 

Local Government Denmark and KTO (Association of Local Government Employees’ 
Organisations) are implementing 3 projects to promote the integration of ethnic minorities. 
The projects concern: Integration and training positions which have the purpose of 
promoting the local party cooperation's knowledge of the KTO agreement regarding 
integration and training positions. Culture and diversity at the workplace has the purpose of 
investigating what promotes the acceptance and use of diverse skills in an organisation’s 
culture with a view to the development of tools that can promote a diverse company 
culture. In cooperation with the other parties on the hospital area, Danish Regions has 
conducted a comprehensive diversity project. The project has the purpose of gathering and 
communicating the many experiences that are part of the work with diversity within the 
healthcare services.97 

                                          

 
96  Lisbon Strategy Renewed National Reform Programme Of The Republic Of Cyprus.  

http://ec.europa.eu/growthandjobs/pdf/member-states-2008-2010-reports/RENEWED%20%20NRP%202008-
2010%20Draft%20GSC%20%20%2023%2010%2008.pdf 

97 ibidem 
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2.9.3. Social dialogue at local level (Latvia) 

In Latvia the capacities of local governments were enhanced with a view to develop social 
dialogue at the local government level. In the context of the Programme “Support to 
capacity-building for implementation of labour market and gender equality policy in 
responsible institutions, distribution of information and raising awareness” co-financed by 
the ESF social dialogue has an important role in promotion of increase in co-ordinated 
wages and labour productivity. Several measures have been carried out in the recent years 
for improvement of social dialogue both, on the national and regional level. Institutions 
involved in the employment partnership, among them the Employers’ Confederation of 
Latvia and the Free Trade Union Confederation of Latvia, were strengthened in the context 
of the National Programme “Support to capacity-building for implementation of labour 
market and gender equality policy in responsible institutions, distribution of information and 
raising awareness”.98 

2.9.4. Local Employment Intermediary Service (United Kingdom) 

Eight local community-based employment providers in Northern Ireland have created a 
Local Employment Intermediary Service. It provides assistance to unemployed people, 
many of whom may have been out of work for some considerable time and are in need of 
personal help and support to find and hold onto a job, complementing the existing public 
employment office. The Service is assisted by a small number of Stakeholders Forums 
made up of local community interests. Since April 2007 a total of 1 614 participants has 
come forward seeking the help of qualified mentors who have often developed considerable 
knowledge of local community issues and employment opportunities. Almost a quarter of 
the participants have found employment. 

2.9.5. Implementation of climate policy at local level (Sweden) 

More than 20% of the Swedish municipalities participate in the national programme 
“Sustainable municipalities” which involves a systematic effort to save energy at the 
municipal level. The number of ‘passive houses is now on the increase in Sweden. Municipal 
energy advisers have reached about a half million people in 2007. In 2008, their duties 
have been expanded somewhat and they are now called energy and climate advisors.  

                                          

 
98  Report on Progress in Implementation of the National Lisbon Programme of Latvia.  

http://ec.europa.eu/growthandjobs/pdf/member-states-2008-2010-
reports/LV_Report_on_NLPL_Oct%202008.pdf 
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2.9.6. Main findings 
• Although major EU strategies (e.g. the Lisbon Strategy) are designed in close 

cooperation between the Commission and the Member States, local (and regional) 
authorities do play a strong role in its implementation 

• Local authorities are activating their competences with a view to implement the 
Lisbon and Gothenburg Agenda by adopting a partnership approach (e.g. creating 
partnerships with NGOs, providing platforms for dialogue etc.)  

• The territorial approach provides local control over resources to tackle social issues 
in a way that is matched to local needs. 

• Local authorities are implementing strategies, that are framed at higher 
administrative levels (EU, national, regional) and ensure the participation of 
disadvantaged population groups (e.g. young people or migrants).  

• Structural Funds money constitutes an essential means for local authorities to 
expand their activities in tackling social disparities and to ensure the translation of 
European Strategies to the ground.  
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3. CONCLUSIONS AND RECOMMENDATIONS 

3.1. Conditions for addressing social disparities at local level 

Resources & 
competences  

The administrative status is more determinant than the simple size 
of a local authority in terms of its possibilities to address social 
disparities. A city-state (e.g. being municipality and federal state at 
the same time) has considerably more discretion on policy 
instruments to tackle social disparities than a simple municipality. 
This is particularly true for interventions in the fields of housing and 
employment.  

When it comes to competences, in a number of areas, the role of 
local authorities tends to be limited to the execution of policies that 
have been decided at higher administrative level (e.g. employment 
policy). However, in specific state structures (e.g. federal states and 
regionalised unitary states) municipalities have the right to be 
consulted in the design of national programmes.  

Territorial approaches (e.g. Territorial Employment Pacts, area-
based renewal programmes etc.) are effective tools for local 
authorities’ to set actions in policy fields where they have limited 
formal competences.  

Where local authorities have extensive formal competences on 
matters such as housing, health care, education and employment, 
integrated strategies are more likely to be realized. Where such 
competences are missing, more complex governance-solutions are 
likely to emerge.  

Comprehensive funding programmes at local level (with or 
without EU contributions) stimulate similar effects and are major tools 
for generating added value in areas that do not fall under the direct 
competence of local authorities. 

Key recommendations:  

• Housing and employment are policy fields in which local authorities tend to have 
little formal competences. While EU strategies and policies (e.g. ESF-programmes) 
in the field of employment have potentially increased access points for local 
authorities, the same is not true for housing, where the EU’s enabling role has not 
yet been fully exploited.  

• Territorial approaches need to be fostered also outside the ERDF in order to create 
additional “access points” for local authorities.  

• Multi-level governance solutions are capable of compensating the lack of formal 
competences of local authorities in different fields, as they provide the opportunity 
to influence the policy process in a more open and negotiation-based setting. Multi-
level governance settings therefore need to be further promoted.  
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Local strategy 
& choice and 
mobilisation 

In addition to competences and resources, the local history, and the 
political choice at municipal level are decisive in tackling social 
disparities. Municipalities may, on their own initiative, opt for a 
comprehensive and integrated approach. 

Supra-local strategies or programmes, are an important incentive 
for local authorities to seek innovative responses to social disparities 
and to respond effectively to a subject matter.  

Key recommendations:  

• Successful actions in complex policy fields (e.g. provision of social housing, well-
targeted social policies) are highly dependent on local knowledge and expertise, 
which has sometimes accumulated over decades. The promotion and support of 
knowledge-exchange needs to be integrated in respective EU-programmes (e.g. 
stronger consideration of local and regional issues in transnational cooperation 
programmes).  

• Funding-schemes which allow for “innovative” and “explorative” answers to the 
quickly changing local problems are essential for small and medium-sized local 
authorities, which do not have specific local research institutions at their disposal. 
However, “mainstream” funding programmes and policies are not always flexible 
enough to cover this demand.  

• Activities promoted by groups of local actors (e.g. Local Action Groups) create a high 
visibility and ownership of results. Approaches fostering the self-responsible 
identification of local needs, the preparation of local strategies and the 
implementation (e.g. via global grants) should be further expanded.  

Multi-level 
Governance  

Social disparities at the local level are multifaceted phenomena, 
which can neither be resolved with top-down hierarchical 
interventions nor through isolated (local) measures.  

Complex institutional arrangements in the concerned areas constitute 
major challenges for implementing specific measures. They require 
coordinated actions between different tiers of government and 
must include also the civil society.  

The cooperation between public entities has to be stimulated and 
respective organisational solutions (e.g. Euroregions or EGTC in the 
context of territorial cooperation) need to be promoted. 

Key recommendations:  

• The cooperation between the different public entities in a multi-governance setting 
is an increasing need in order to tackle complex local issues (e.g. poverty, social 
integration etc.). However, the “operationality” of multi-level governance settings 
often reaches its limits in terms of capabilities to manage such complex processes 
and also in terms of the number of the actors that need to be involved. While the EU 
has already  provided formalised instruments to run multi-level governance 
solutions in a cross-border context (e.g. Euroregions, EGTC etc.), the commitment 
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of national states and regeionns is not always satisfactory (e.g. the delayed 
implementation of Reg. (EC) 1082/2006). More efforts should be made, to promote 
feasible models also at national level (e.g. by using the implementation of Cohesion 
Policy Instruments as learning vehicle.  

• Networking is essential for successful multi-level governance but is often not a very 
populare “type of activity” in EU programmes and programmes, being “accused” of 
not delivering sufficient “tangible results”.  

• Multi-level governance requires “open settings” which allow a certain 
“unpredictability” of the outcomes. This should be a principle, which is incorporated 
also in the attidude of the “European Institution” in order to enable a respective 
“trickle-down effect” also on Member States, regions and local bodies.  

Learning 
capacity  

Local knowledge on complex subjects (e.g. specific conditions of 
housing, poverty, homelessness etc.) is a basic precondition for 
combating social disparities effectively. Knowledge can be built up 
through careful analysis of local needs: e.g. continuous empirical 
research on housing conditions, neighbourhood changes, etc. 

In a second step, this specific local knowledge needs to be used at the 
right place and at the right time by actors who have the capacity to 
implement the required actions effectively.  

Key recommendations:  

• The assessment of local policies needs to feed back into the process of creating local 
knowledge. The exemplary cycle from policy development to implementation and 
learning is piloted in all territorial EU policies, which require the involvement of local 
actors.  

• Know-how needs to be built up also in administrations, which are increasingly 
dealing with pure “implementation-problems” and the related resources . 

• The increasing awareness by public authorities of the problems related to the rapid 
changes in Hungarian society is an essential pre-condition for future strategies in 
the case of the Havanna Large-Scale Housing Estate in Budapest 
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3.2. Challenges for addressing social disparities at local level 

Lack of 
resources 

Financial resources are a major precondition for tackling social 
disparities at the local level. While the scarcity of resources may be a 
result of the respective distribution of powers and of fiscal autonomy, 
the social sector has also to become more efficiency oriented.  

Even in the social sector at the urban level, competitive bids are by 
far more common today (e.g. City Strategy in the UK; national funds 
for social housing renewal in Italy etc.). This however requires, that 
possibilities for additional funding exist (national or EU programmes) 
and that local authorities are successful in applying for them.  

While the privatisation of social policy generally has positive effects in 
terms of efficiency, it can also dramatically limit the possibilities of the 
local authorities to intervene in certain sectors. 

Key recommendations:  

• Competitive funding programmes have raised efficient delivery of social policies at 
local level, but have in general also favoured larger cities, which were able to 
“professionalize” the search for funding and the successful application. Local 
authorities, in particular small and medium-sized towns, as well as municipalities in 
rural areas need to be made fit, for benefiting from competitive funding 
programmes. Capacity-building programmes, as well as the creation of intermediary 
organisations need to be fostered.  

• With respect to the administrative burden, related to the management of EU 
projects, considerations concerning the proportionality of the requirements need to 
be revised in particular with a view to small and medium-sized local authorities.  

• Financial resources for area-based approaches (in the field of housing, labour 
market, social services etc) are a particularly attractive funding resource for local 
authorities as it guarantees a high visibility at the local level. Such resources should 
therefore be further developed.  

Factors that 
cannot be 
controlled by 
local 
authorities 

Many factors of social disparities cannot be influenced directly at the 
local level, either because they are not within the local competence 
(employment, migration…) or because the phenomenon itself is more 
general (globalisation; tertiarisation…).  

Key recommendations:  

• The best way to deal with disparities that are outside the direct influence of local 
authorities is to participate in comprehensive strategies and joint actions. However, 
local authorities need to be more involved when such strategies are developed, as 
both the break-down of the actions at the local level and the “translation” of the 
strategy to local stakeholders needs to be ensured.  

• The development, delivery and reporting of major EU Strategies (Lisbon, 
Gothenburg etc.) needs to consider and to make visible the local contribution with a 
view to raise the commitment of the local actors. 
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