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Preface

Dear reader,

I am pleased to present the 2008 edition of the Eurostat re-
gional yearbook, which gives an overview of the most recent
developments in the regions of the European Union, with its
current 27 Member States, as well as in the candidate coun-
tries and EFTA countries.

We have again selected themes that we think will show you
the most interesting facets of development in the economic,
social and demographic fields in Europe’s regions. We are
also pleased to include a contribution from our colleagues
at the Commission’s Directorate-General for Regional Policy
for the second year running. This time the chapter is about
‘Sectoral productivity’ and it examines how productivity in
different business sectors differs between the EU’s regions.

Regional policy programmes initiated last year under
the EU’s new cohesion policy are now well under way and
we hope that this publication will give some flavour of the
progress being made in regional cohesion throughout the EU. We have also included some of the most
recent results from the Urban Audit exercise, a data collection that compiles a great deal of statistical
information on Europe’s cities.

We are progressively developing the range of regional indicators available and will hopefully be able to
include these in our choice of topics in future editions, as data availability and quality allow.

I wish you a stimulating read.

Hervé Carré
Director-General, Eurostat
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() More information on the

NUTS classification can
be found on the Internet
(http://ec.europa.eu/
eurostat/ramon/nuts/
splash_regions.html).

Introduction

Regional statistics give more
detailed information

Eurostat, the statistical office of the European
Communities, collects data on a range of dif-
ferent statistical topics, mainly from the 27
Member States of the European Union, but also
from the three candidate countries (Croatia, the
former Yugoslav Republic of Macedonia, and
Turkey) and from the four EFTA countries (Ice-
land, Liechtenstein, Norway and Switzerland).
The statistical data are often only collected at na-
tional level, but very many statistical fields also
have statistics at regional level, which gives us a
more complete picture.

This aim of this publication, the Eurostat regional
yearbook 2008, is to give you detailed information
on life in the European regions today. Looking at
the regions of Europe under the magnifying glass
allows the authors of the 13 different chapters to
make an in-depth analysis of a large variety of
statistical domains. We very much hope you will
enjoy reading it!

The first chapter is about population statistics
(demography), because population data form the
basis for all other statistics. Many other statistical
indicators are divided by the population figures,
thus resulting in data with the unit expressed in
terms of ‘per inhabitant’. Therefore, we start the
first chapter by presenting some basic facts about
how the population is spread over the regions in
Europe, providing birth and death rates, migra-
tion patterns and age distribution.

The second chapter, on urban statistics, is based
on the Urban Audit data collection and it presents
data on a range of different topics from all Euro-
pean capitals and from many other large Europe-
an cities. As a large proportion of EU citizens live
in these cities, it should be a topic that is interest-
ing and directly relevant for many people.

The other chapters can be divided into four dif-
ferent themes.

The first concerns economic or financial indica-
tors: gross domestic product (GDP), household
accounts and structural business statistics. Eco-
nomic cohesion is one of the main goals in EU
policy and, one might say, the engine for all other
policies. In particular the chapter on GDP gives
a very good idea of the situation in the European
Union today.

Labour market indicators form the second group
of themes in this publication, containing a basic
chapter on the labour market, and also introduc-

ing two totally new subjects for the Eurostat re-
gional yearbook; sectoral productivity, written by
a subject specialist from the Directorate-General
for Regional Policy, and labour costs, where the
regional differences in labour costs per hour are
analysed.

The theme for the third group of chapters is more
general and concerns the everyday life of most
European citizens. Transport and tourism both
focus on the mobility of people, while science,
technology and innovation is often seen as one of
the main cornerstones in the new Lisbon strategy
for growth and jobs.

Well-being in general is the theme for the last two
chapters; statistics on health are a welcome reap-
pearance this year, focusing on the main causes of
death and on the density of healthcare staft in the
European regions; the chapter on agriculture this
year concerns animal-rearing, mainly regarding
pigs, sheep and cows.

The NUTS classification

All statistics at regional level within the EU are
based on the nomenclature of territorial units for
statistics (NUTS). The NUTS classification has
been used for regional statistics for many dec-
ades, and has always formed the basis for regional
funding policy. It was only in 2003, though, that
NUTS acquired a legal basis, when the NUTS
regulation was adopted by the Parliament and
the Council ().

Whenever new Member States join the EU, the
NUTS regulation is of course amended to include
the regional classification in those countries. This
was the case in 2004, when the EU took in 10 new
Member States, and in 2007 when it expanded to
include Bulgaria and Romania.

The NUTS regulation provides for a review to be
conducted every three years whereby the regional
classification can be changed and adapted to new
administrative boundaries or economic circum-
stances. In 2006, this exercise took place for the
first time, and the results of these changes to the
NUTS classification have now been valid since
1 January 2008. Most territorial changes are at
NUTS level 3, affecting 11 countries, while four
countries had changes made at NUTS level 2 and
only one country at NUTS level 1.

The main changes in this latest revision of the
NUTS classification are the following: Denmark
introduced new NUTS 2 regions and revised the
existing NUTS 3 regions following a substantial
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administrative regional reform. In one German
region, Sachsen-Anhalt, three different NUTS 2
regions were merged into just one NUTS 2 region.
Slovenia introduced two new NUTS 2 regions
where it had only one previously. In the United
Kingdom, more specifically in north-eastern
Scotland, a boundary shift at both NUTS 2 and 3
levels had the effect of creating new regions. Swe-
den introduced NUTS 1 regions for the first time
due to the size of the country. For more detailed
information on the most recent NUTS changes,
please consult the Eurostat website.

Since these NUTS changes were introduced only
on 1 January 2008 and the statistical data for all
the chapters had already been extracted by the
beginning of this year, you will find that regional
data, especially for Denmark and Slovenia, are
missing or have been replaced with national val-
ues on many of the statistical maps. The regional
data availability for these two countries will have
hopefully improved for next year’s publication.

Asaruleregional data by NUTS 2 regions are dis-
played and analysed in the Eurostat regional year-
book 2008, but there is one exception. Regarding
labour costs, Eurostat only collects data at NUTS
level 1 and therefore in that chapter the data are
based on NUTS 1 regions instead.

Please note that some of the Member States have
a relatively small population and they are there-
fore not divided into more than one NUTS 2 re-
gion. Thus, for these countries the NUTS 2 value is
exactly the same as the national value. Following
the latest revision of the NUTS classification this
now applies to six Member States (Estonia, Cyprus,
Latvia, Lithuania, Luxembourg and Malta), one
candidate country (the former Yugoslav Republic
of Macedonia), and two EFTA countries (Iceland
and Liechtenstein): in all these cases the whole
country consists of one single NUTS 2 region.

A folding map accompanies this publication on
the inside of the cover and it shows all the regions
at NUTS level 2 in the 27 Member States of the
European Union (EU-27) and the corresponding
statistical regions at level 2 in the candidate and
EFTA countries. In the annex you will find the

Introduction

full list of codes and names of these regions. This
will help you to locate a specific region geograph-
ically on the map.

Coverage

The Eurostat regional yearbook 2008 mainly con-
tains statistics from the 27 Member States of the
European Union, but when available also from
the three candidate countries: Croatia, the former
Yugoslav Republic of Macedonia, and Turkey; and
from the four EFTA countries: Iceland, Liechten-
stein, Norway and Switzerland.

Regions in the candidate countries and the EFTA
countries are called statistical regions and they
follow the same rules as the NUTS regions in
the European Union, except that there is no legal
base. Data from the candidate and EFTA coun-
tries are not yet available in the Eurostat database
for some policy areas, but the data availability
situation is constantly improving, and we hope to
have even better coverage in the near future.

More regional information

Under the theme ‘General and regional statistics’
on the Eurostat website you will find tables with
statistics on both ‘Regions” and the ‘Urban Audit’
with more detailed time series (some of them go-
ing back as far as 1970) and with more detailed
statistics than contained in this yearbook. You will
also find a number of indicators at NUTS level 3
(such as area, demography, gross domestic product
and labour market data). This is important since
some of the countries covered are not divided into
NUTS 2 regions, as mentioned above.

For more detailed information on the contents
of the regional and urban databases please con-
sult the Eurostat publication European regional
and urban statistics — Reference guide — 2008
edition, which you can download free of charge
from the Eurostat website. The specific data used
for producing the maps and other illustrations in
this publication can also be found as Excel tables
on the Eurostat website.
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Sectoral productivity

Introduction

The goal of this chapter is to address the differ-
ences between the regions of the EU in the pro-
ductivity of the EU’s most important sectors.

First of all, the relation of sectoral gross value
added (GVA) to employment is analysed at na-
tional level. This leads to the selection of two sec-
tors — real estate, renting and business activities,
and manufacturing — which are the most impor-
tant for the EU’s productivity and employment.
Regional data are then analysed to capture the
levels of productivity in these sectors at regional
level. The last section takes a look at how the sec-
tors of GVA and employment have evolved in the
last five years, again at regional level.

The conclusion sums up the findings and shows
their implications for the European cohesion
policy.

The top sectors

In 2005, the sector that generated the highest
GVA was (NACE section K) real estate, renting
and business activities. It contributed more than
afifth of the total GVA created in the EU-27 and it
had a share of 12 % of total employment, which is
the third highest in the EU. As a result, this sector
had extremely high GVA per person employed,
more than the double the average across all sec-
tors (See Figure 7.1).

In terms of employment, the top sector in 2005
was (NACE section D) manufacturing. It account-
ed for 17 % of total EU-27 employment, or 37
million jobs. Manufacturing contributes ap-
proximately the same share to total GVA (17 %)
as to total employment. Hence, its GVA per
person employed is close to the average for all
sectors.

Figure 7.1: Share of total GVA and employment in 16 sectors, 2005

Percentage

T
0% 10 %

M Share of total GVA | ]

S A------------

T
15 % 20 % 25%

Share of total employment
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The second most important sector in terms of
employment — wholesale and retail trade — cov-
ers 15 % of employment. This sector’s share of
GVA, at 11 %, is considerably lower than its share
in employment, leading to GVA per person em-
ployed of 75 % of the average for all sectors.

Thus, the two sectors of real estate, renting and
business activities and manufacturing are cur-
rently the most important sectors for the growth
of the EU economy and its level of employment,
respectively. This, and the changes that they have
experienced in recent years, makes them the per-
fect candidate to show how sectoral productivity
develops in the European Union, Norway, Swit-
zerland and Croatia.

The real estate, renting and business activities
sector (NACE section K) is rather diverse and
includes five distinct sub-sectors (NACE divi-
sions):

70 — Real estate activities

71 — Renting of machinery and equipment

72 — Computer and related activities

73 — Research and development

74 — Other business activities (such as account-

ing, market research, management con-
sultancy, architecture, advertising and
technical testing)

There are no GVA data available for these five sub-
sectors, but the labour force survey can be used to
estimate the share of employment in these sub-
sectors. Other business activities (Division 74) is
the most important, accounting for approximate-
ly 70 % of employment in this sector.

The manufacturing sector consists of 14 sub-
sectors (See Figure 7.3).

Productivity at regional level

While GVA and employment data at national and
EU level are available for more detailed industry
categories, the data available at regional level lim-
it the detail to six sectors.

Real estate, renting and business activities are
part of the wider financial intermediation and
business sector (NACE sections ] and K), to-
gether with the financial intermediation sector
(J). In 2005, real estate, renting and business ac-
tivities accounted for more than 80 % of total
employment and nearly the same share of total
GVA of the EU’s financial intermediation and
business sector.
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The manufacturing sector had an even higher
share of total GVA and total employment in its
group, total industry (NACE sections C, D and
E), at 87 % and 95 % respectively.

Thus, analysing the productivity of the financial
intermediation and business sector and that of
total industry can still give us a useful insight
into the productivity levels and growth in the real
estate, renting and business activities and manu-
facturing sectors at regional level.

Map 7.1 shows the regional variation in the pro-
ductivity of the financial intermediation and
business sector. The patterns are visibly national,
with clear distinctions between the 15 old and the
12 new EU Member States.

The productivity of the financial intermediation
and business sector is above the EU average in 120
out of 179 regions (*) in the EU-15. The regions
with the highest productivity are concentrated
in Ireland, Luxembourg and France. The average
productivity of the regions in these three coun-
tries is 45 % higher than the EU average. Of the
non-EU members displayed on the map, Norway
has the most productive financial intermediation
and business sector, with productivity 80 % above
the EU average.

In the EU-15, the 15 regions with the lowest pro-
ductivity in financial intermediation and busi-
ness are in north-eastern Germany (Leipzig,
Sachsen-Anhalt, Dresden, Berlin, Thiiringen
and Mecklenburg-Vorpommern), the whole of
Portugal, and Campania in southern Italy, fol-
lowed by Comunidad de Madrid in Spain and
Attiki in Greece. The latter have a level of GVA
in the financial intermediation and business sec-
tor comparable with other capital regions, but the
number of people working in the sector is much
higher, which explains the low productivity.

In contrast, the productivity in all of the 56 re-
gions in the EU-12 is below the EU average, the
sector’s average productivity being only 35 % of
the EU average. As can be seen in Map 7.1, the
highest productivity is in Cyprus and Malta, fol-
lowed by Slovenia, Estonia and the seven Hun-
garian regions.

The regions with the lowest productivity are all
in Bulgaria, in the north of the Czech Republic,
followed by the south and centre of the country,
except for the region of Prague, and the eastern
regions of Romania.

Map 7.2 on the productivity of total industry
shows the same division between the old and the
new Member States, a clear distinction between

(*) The UK is analysed at

national level, due to
lack of regional data.
Normally, the total
number of regions in the
EU-15 would be 216,
which makes 271 (NUTS
2) regions for the whole
of the EU.
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Map 7.1: Productivity of the financial intermediation and business sector (NACE J and K), by NUTS 2
regions, 2005
GVA per person employed (EUR)
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Map 7.2: Productivity of the industry sector (NACE C to E), by NUTS 2 regions, 2005
GVA per person employed (EUR)
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the EU-10 and Romania and Bulgaria, and more
regional variation in the EU-15.

The number of regions with above-average pro-
ductivity is 122, all in the EU-15. Groningen in
the north of the Netherlands ranks the highest.
The most productive regions include a further
two Dutch regions, Zeeland and Zuid-Holland,
and Southern and Eastern in Ireland, Brabant
Wallon, Antwerpen and the capital region in Bel-
gium, Sterea Ellada in Greece, the Ovre Norrland
in the north of Sweden, the regions of Stockholm
and Hamburg.

Standing at half the EU average productivity,
Portuguese industry has the lowest productivity
among the old Member States, followed by the
Iperios region in the north of Greece, the Greek is-
lands, the Spanish Extremadura and Comunidad
Valenciana, and the regions of southern Italy.

The level of productivity of total industry is three
times lower in the EU-12 than in the EU-15. Cy-
prus is the region with the highest productivity.
The other regions with relatively high productiv-
ity in total industry are the Slovak, Czech and
Hungarian capital regions, the whole of Slovenia
and Malta, followed by other Czech, Hungarian
and Polish regions.

As shown in Map 7.2, Bulgaria and Romania have
the lowest values for productivity in the sector.

The importance of the two sectors is visibly not
the same for the old and the new Member States.
Despite low productivity levels in the EU-12, the
importance of the industry sector is higher than
in the EU-15 (See Table 7.1).

While the industry sector in the EU-12 employs
nearly a quarter of all employed people, it also ac-
counts for a quarter of countries’ total GVA. In
the EU-15, it represents less than a fifth of total
GVA and only 17 % of total employment.

The situation in the financial intermediation and
business sector is the reverse. The sector’s share
of total GVA is only 18 % in the EU-12, but more

than a quarter in the EU-15. Finally, the number
of people working in the sector in the EU-15 is
twice as high as in the EU-12.

How has sectoral productivity
developed in recent years?

As shown in Figure 7.2, the real estate, renting and
business activities sector has generated one of the
highest employment growths in the EU-27. It grew
by nearly 3 % a year between 2000 and 2005. This
hasled to an increase in employment of 3.5 million
jobs in this sector. In addition, GVA growth be-
tween 2000 and 2005 was also very strong, at 2.7 %
a year. In short, this sector has generated very high
employment and GVA growth in recent years and
is clearly one of the EU’s growth sectors.

The manufacturing sector, however, saw its total
employment shrink between 2000 and 2005, at an
average of —1.1 % a year or a loss of 2.3 million
jobs. Manufacturing GVA grew by 0.8 % a year
between 2000 and 2005, less than half of total
GVA growth of 1.8 %.

Financial intermediation also had very high
growth in GVA. The sector with the biggest in-
crease in GVA, however, is transport, storage and
communication, with an average annual increase
of 3.1 %. Employment in transport, storage and
communication, however, grew very little.

Productivity grows when GVA
increases ...

To illustrate the growth in the regions of these
sectors between 2000 and 2005, this section looks
once more at the six-sector breakdown.

Map 7.3 shows the regional growth of GVA in
the financial intermediation and business sector
between 2000 and 2005. GVA growth in this sec-
tor was almost universally positive, with only a
few exceptions: all regions in Slovakia, with the
exception of the capital region, Severovychod in

Table 7.1: GVA per person employed and sector share of total GVA, in the EU-15 and 12 new Member States

(NMS),

2005

Percentage

GVA per person employed

Sector share of total GVA, 2005

Sector EU-27=100, 2005
EU-15 NMS EU-15 NMS
Financial intermediation and business (NACE J and K) 208 68 28 18
Industry (NACE C - E) 140 33 19 26
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the north-eastern part of the Czech Republic and
a few regions in the Netherlands and Germany.
Switzerland and Croatia experienced a contrac-
tion of GVA in this sector.

Moreover, 158 of the 236 EU regions displayed
on the map had growth rates above the average
for the sector, including the vast majority of the
regions in the new Member States, with some Ro-
manian regions growing at a rate of more than
10 % a year. Thus, despite low productivity levels

Sectoral productivity

was less than half the total GVA growth rate at EU
level. At regional level, however, growth in industry
GVA trailed total GVA growth only in 50 out of 236
regions. This was the case for Italy, Denmark and
the UK; the others were concentrated in Portugal,
Belgium and the Netherlands (See Map 7.4).

In the new Member States, the growth of GVA in
total industry, at 4 % a year against 0.7 % in the
EU-15, is further evidence of its importance, as
mentioned previously.

in 2005, as shown above, GVA grew fast in the 12
new Member States, reaching an average rate of
3.8 %, double the average for the Member States
of the former EU-15.

... or when employment decreases

Map 7.5 shows a similar picture for the growth of
employment in the financial intermediation and
business sector to the growth of GVA.

In contrast to the financial intermediation and busi-
ness sector, the growth rate of GVA in total industry

Figure 7.2: Changesin GVA and employment in 16 sectors, 2000-05
Average annual change

: : : Agriculture, hunting and forestry
: ‘ ‘ Mining and quarrying

Fishing

Electricity, gas and water supply

Manufacturing

Transport, storage
and communication

Financial intermediation

Public administration
and defence; compulsory
social security

Wholesale and retail; repair of
vehicles and personal goods

Education

Other community, social and
personal service activities

Construction

Health and social work

Hotels and restaurants

Real estate, renting
and business activities

Activities of households

All NACE branches — Total

0% 1% 2% 3% %

H Average annual change in GVA B Average annual change in employment
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Map 7.3: Change of GVA in the financial intermediation and business sector (NACE J and K), by NUTS 2
regions, 2000 to 2005
Annual average % change
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Map 7.4: Change of GVA in the industry sector (NACE C to E), by NUTS 2 regions, 2000 to 2005
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Map 7.5: Change of employment in the financial intermediation and business sector (NACE J and K), by
NUTS 2 regions, 2000 to 2005
Annual average % change
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The sector experienced very high employment
growth between 2000 and 2005 of five times the
growth rate for all sectors. The regional distri-
bution of this employment growth is generally
even, with high growth everywhere except in the
Netherlands, France and a few regions in the new
Member States.

The highest growth rates were recorded in Greece,
the two most recent members, Romania and Bul-
garia, and Spain.

Map 7.6 on the change of employment in industry
leaves no doubt that the sector is on the way to
losing its position as the EU’s top employer. The
decline of people employed in industry is in evi-
dence in almost all the regions, with the exception

Sectoral productivity

of a few regions in Italy, the new Member States
and Spain, which experienced strong growth.

Manufacturing vs knowledge
economy

While real estate, renting and business activities
(the same applies to financial intermediation) are
defined by Eurostat as knowledge-intensive ser-
vices, thus making them part of the definition
of knowledge economy as a whole, this is not the
case for manufacturing.

Only four of the 14 sub-sectors of manufactur-
ing in Figure 7.3 — manufacture of electrical
and optical equipment (NACE sub-section DL

~

>

Figure 7.3: Share of GVA and employment in manufacturing (NACE D), 2005
Percentage
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Map 7.6: Change of employment in the industry sector (NACE C to E), by NUTS 2 regions, 2000 to 2005
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manufacture of machinery and equipment n.e.c.
(DK), manufacture of transport equipment
(DEM) and manufacture of chemicals, chemical
products and man-made fibres (DG) — use high
or medium-high technology and are thus consid-
ered to be part of the knowledge economy.

These four sub-sectors displayed the highest
productivity in the EU in 2005. In general, high
and medium-tech manufacturing employment
declined a little, but the downswing in the other
manufacturing sectors was much stronger. GVA
growth in the high and medium-high technology
manufacturing sectors was far higher than in the
low and medium-low technology sectors.

The same applies to knowledge-intensive services
in comparison to less knowledge-intensive ser-
vices, such as the hotels and restaurants sector,
public administration and defence, activities of
households, and so on.

The knowledge economy covers almost 40 % of
total employment within the EU-27, and this
share is growing. It includes sectors which are
most likely to create growth as they tend to be
less labour-intensive, have higher valued added
per person employed, are less exposed to globali-
sation, use highly skilled labour and thus have
the capacity to innovate and create, and turn new
ideas into value. Indeed, innovation, skills, en-
terprise and competition are the main drivers of
increases in long-term productivity.

In 2005, the most important manufacturing sub-
sectors in terms of employment were: manufac-
ture of basic metals and fabricated metal products
(DJ), manufacture of food products, beverages
and tobacco (DA) — both with lower technologi-
cal intensity — manufacture of electrical and op-
tical equipment (DL), manufacture of machinery
and equipment n.e.c. (DK) and manufacture of
transport equipment (DEM).

These five sub-sectors each account for between
1.5 % and 2.5 % of total employment in the sec-

Sectoral productivity |II

lowed by the four high and medium-technology
sub-sectors: manufacture of electrical and op-
tical equipment (DL), manufacture of machin-
ery and equipment n.e.c. (DK), manufacture of
transport equipment (DEM) and manufacture
of chemicals, chemical products and man-made
fibres (DG).

Between 2000 and 2005, only two sub-sectors saw
their GVA decline: manufacture of leather and
leather products and manufacture of textiles and
textile products, both classified as low technology.
These two sub-sectors also lost the highest share
of employment and are included in the analysis
of the Regional Policy DG as sectors vulnerable
to increased global competition.

Two sub-sectors experienced very high increases
in GVA: manufacture of electrical and optical
equipment and manufacture of chemicals, chemi-
cal products and man-made fibres. Two more sub-
sectors experienced above-average increases in
GVA: manufacturing of rubber and plastic prod-
ucts and manufacturing of transport equipment.

Conclusion

The analysis shows that the decades-old trend of
a shift from the primary and secondary sectors to
the service sector, from less productive to more
productive sectors, and from the less knowledge-
intensive economy to the knowledge economy
continues.

We can distinguish between two types of regions
in the EU: regions with a low share in the high
value added sectors (but very high growth rates)
and persistently high shares in the less value
added and less knowledge-intensive sectors, and
regions with a high share (but lower growth rates)
in the high value added and more knowledge-
intensive sectors, such as real estate, renting and
business activities and the high and medium-tech
manufacturing sector.

e 7

tor. Only one of these five important manufac-
turing sub-sectors, manufacturing of transport
equipment, increased its share of employment.
The only other sub-sector to experience an in-
crease in employment is manufacturing of rub-
ber and plastic products, which is classified as
using mostly low technology.

(°) Convergence regions
are the NUTS 2 regions
whose GDP per
inhabitant, measured
in purchasing power
parities for the period
2000-02, is less than 75 %
of the average GDP of
the EU-25 for the same
period. All the non-
convergence regions are
eligible under the regional
competitiveness and
employment objective.

The majority of the regions in the first group fall
under the convergence objective of the European
cohesion policy (°). Similarly, most of the regions in
the second group fall under the regional competi-
tiveness and employment objective (RCE) of the
European cohesion policy. This suggests that, in
the RCE regions, the high value added and know-

The share of GVA in the 14 sub-sectors follows ledge-intensive sectors have been the main drivers

a similar path. The sub-sectors with the high-
est share are: manufacture of basic metals and
fabricated metal products (DJ), manufacture of
food products, beverages and tobacco (DA), fol-

B Furostat regional yearbook 2008

of growth, and economic restructuring towards
these sectors can also play a crucial role in helping
the convergence regions to catch up. This has sev-
eral implications from a policy point of view.
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The main challenges in the convergence regions,
located mainly in the new Member States, are the
huge employment loss in the primary sectors and
the emerging competition from the Asian econo-
mies in the low value added sectors.

The first challenge calls for measures to ensure the
flow of the labour force from declining to expand-
ing activities. Skill requirements for the newly cre-
ated jobs in the service sector, however, tend to be
higher than those for the jobs lost in manufactur-
ing. Hence, convergence regions should focus on
improving the level of education of their labour
forces and increasing their share of knowledge
workers. In the meantime, the issue of lifelong
learning presents itself as a genuine means of
shortening periods of unemployment.

Secondly, theseregions willneed to modernise and
diversify their economic structure into high val-
ue added sectors. Industry is bound to remain an
important sector for convergence regions, at least
in the medium term. Therefore, it is important to
reorientate production towards high productivity
and value added activities by creating the condi-
tions for business, and particularly SMEs, to adopt
and adapt innovative products and processes, to
establish cooperation networks with other enter-
prises and with research institutes, to access risk
capital and to internationalise their activities.
Currently, around 80 % of all resources under the
European cohesion policy are available to conver-
gence regions, with a substantial amount going to
economic restructuring.

In the RCE regions, the challenge lies in main-
taining and possibly increasing the competitive-
ness of these regions in the high value added sec-
tors, not only in Europe but also and especially
in relation to regions of the United States. Invest-
ment in research and development (R & D) has a
key role to play in deciding who has a competitive
edge. Investment in R & D in the RCE regions
is almost three times higher than in the conver-
gence regions but lower than in US regions.

This clearly underlines the focus of European co-
hesion policy in RCE regions towards more in-
novation, as underscored in particular by its con-
tribution to achieving the aims of the renewed
Lisbon strategy.

In this respect, the European cohesion policy re-
quires old Member States to earmark at least 75 %
of the funds for their RCE regions and 60 % of
the funds for the convergence regions in invest-
ment categories that are particularly conducive
to growth, ‘such as R & D, physical infrastruc-
ture, environmentally friendly technologies, hu-
man capital and knowledge’. Earmarking was not
compulsory for the new Member States, but they
also focus a substantial amount of their invest-
ment on these types of investments.

Most of the Member States have engaged in the
exercise and the earmarking targets have been
reached. An amount of around EUR 210 billion
has been earmarked in support of these invest-
ments, an increase of over EUR 55 billion com-
pared with the programming period 2000-06.
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A common definition of productivity is ‘a ratio of a volume measure of output to a volume measure
of input use’ (OECD, 2001). A volume measure of regional (and sectoral) GVA is the preferred meas-
ure for output. GVA is preferable to GDP at regional level also, because it excludes taxes or subsi-
dies on products that are difficult to attribute to local units. To measure productivity at regional
and sectoral levels, GVA is divided by the number of people employed, referred to also as labour
productivity. Labour productivity provides a better indicator than GVA per inhabitant because it
is not distorted by potential regional demographic differences, including different dependency
ratios. Nor is it distorted by cross-regional commuting that causes disparities between the number
of people who live in a region and the number who work there.

However, GVA per person employed does not take account of the balance between different sec-
tors in a region. Nor does it take regional labour market structures or different working patterns into
consideration, such as the possible mix of part- and full-time workers, home workers, and so on.
Therefore, GVA per hour worked is a more appropriate measure of productivity, because it appor-
tions GVA to the total hours worked by the workforce.

Up until now, regional figures for total number of hours worked are still estimates. In future, system-
atic collection of regional data for hours worked will become available. Data availability will improve
substantially from 2008 onwards.

Another issue is the availability of regional deflators for GVA. Regional GVA is not available at con-
stant prices. As a result, growth rates cannot be calculated. In this chapter, sector-specific regional
GVA at current prices has been used to regionalise sector-specific national-level GVA at constant
prices.

As regards the sectoral breakdown of regional GVA and employment data, as of this year, regional
accounts only provide a six-sector breakdown for NUTS 2 regions.

The six sectors are:

Sections A + B: Agriculture, forestry and fishery

Sections C-E: Mining, manufacturing, electricity, gas and water supply

Section F: Construction

Sections G-I Wholesale and retail trade, repair of vehicles and personal goods, transport,

storage and communication

Sections J + K: Financial intermediation
Real estate, renting and business activities

Sections L-P: Public administration and defence; compulsory social security
Education
Health and social work
Other community, social and personal service activities
Activities of households

The availability of regional accounts data at NUTS 2 level is not complete: for Malta, no GVA and, for
the UK, no regional GVA and employment figures are available.
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