
Technological innovation,
rapid structural change and
globalisation have changed
the role and appearance of
rural peripheries in Europe.
The simple definition of rural-
ity – based on the historical
rural-urban dichotomy – is
not useful any more; the
distinction has become fuzzy
and any analytical approach
viewing the contemporary
rural economy in Europe has
to consider a complex sys-
tem of characteristic facets.

As the agricultural sector is declining in its relative
importance and negative agglomeration externalities are
posing limits to further urban growth, the rural economy
has become more and more attractive in absorbing
investment.

Re-migration to rural areas has likewise contributed
to an improvement of the human resources and the abil-
ity to establish sustainable business structures outside
the agricultural sector. Information and communication
technology has furthermore relieved implications of
infrastructural bottlenecks of peripheral regions, hence,
there seem to be big potentials of expanding markets of
‘rural origin’ production and services. Meanwhile a
marked trend – the reversal of rural development – can be
observed, not only in rural outskirts of cities, but even in
peripheral rural areas.

Interestingly, these new developmental dynamics do
not only occur in the most developed EU regions, but
also in less developed southern member states (Greece,
Portugal). Entrepreneurship, the ‘fourth production
factor’, is seen as the crucial precondition of accelerating
the process of dynamic rural growth. In fact, the different

socio-economic trajectories of the peripheral rural areas
and their specific entrepreneurial potentials is still an
under-researched issue. The book reviewed here, aims at
making an important contribution to that fresh academic
debate.

The 13 papers included in that volume are the out-
come of a EU funded research project within the Fifth
Framework Programme. Ten comparative case studies
in five member and accession countries (Greece,
Portugal, Poland, Germany and the UK) were carried out
for that purpose. An important aim of the exercise has
been to determine adequate policy recommendations.
The book is divided into two parts: part 1 (chapters 1 to
6) comprises the thematic debate viewed from different
perspective (technology, globalisation, policies etc.);
part 2 (chapters 7 to 13) covers the results of the case
studies. 

In the introduction the editor explains the purpose and
the methodology of the research. The analytic typology
of European rural areas is at the centre of that chapter.
Four dimensions were defined, namely (i) level of acces-
sibility, (ii) level of competitiveness/business dynamics,
(iii) economic performance (regional GDP per capita) and
(iv) the sectoral importance of agriculture. Altogether, 24
different types of rural regions are defined. Out of these,
the ten empirical case study regions represent seven
types. Based on that, an analysis of characteristic factors
of unity and diversity in rural development should be
made possible.

Chapter 2 (Understanding peripheral rural areas as
contexts for economic development) views the relation-
ship of rurality and peripherality and elaborates a com-
plex multi-variable (‘four dimensional’) approach
(peripherality as distance, dependency, difference and
discourse). Peripherality is then combined with a ‘holis-
tic’ view of rurality consisting of further seven variables
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covering environment, demography, institutions, social
capital and others (‘seven dimensional’). Though the
chapter captures the important criteria of rurality and
peripherality, the (two-dimensional!) table on page 54
labelled as a four times seven dimensional grid appears
a bit odd.

Chapter 3 (Entrepreneurial behaviour in rural con-
texts) views the sources of rural entrepreneurship (entre-
preneurial talent, specific local environment) and con-
cludes that those processes are rather path-dependent,
however, according to the empirical analysis the avail-
ability of economic agents and their embeddedness in
the local context as well as access to resources from out-
side the region constitute necessary factors of success.

Chapter 4 (Rural SMEs in the context of globalisation
and enlargement) looks at two major phenomena with
impact on the European economy. The authors specifi-
cally view the influence of European policies on rural
areas and the participation of rural SMEs in internation-
al business. A further aspect of that paper is related to
challenges and opportunities of rural SMEs after the EU
enlargement. 

Chapter 5 (Technology, peripherality and rurality)
refers to the importance of the so-called innovative
milieu determined by numerous factors such as institu-
tions, skills, public policies and infrastructure. Chapter 6
(European policy to foster entrepreneurship in rural
peripheral areas) deals with an analysis of the different
national and supra-national policy interventions (like the
mainstream structural fund interventions, LEADER,
INTERREG, PHARE). The authors find that present poli-
cies are highly fragmented and miss their target, since
there is no sufficient inter-policy co-ordination.
Therefore, targeting the entrepreneurial capacity of rural
peripheral regions is likely to require a systematic and
co-ordinated policy.

Chapters 7-12 deal with the contrasting case studies
in Cumbria, Devon and Cornwall (UK), Waldshut and
Nordwestmecklenburg (Germany), Kilkis and Lesvos
(Greece), Baixo Alentejo and Oeste (Portugal) and Zary
and Bialystok (Poland). Important findings are that rurali-
ty does not necessarily hamper the materialisation of
innovative strategies of entrepreneurs (chapter 7 on
Cumbria), critical preconditions of successful entrepre-
neurial development in rural regions are intelligent and
coherent rural policies (chapter 9 on Waldshut and
Nordwestmecklenburg and chapter 8 on Devon and
Cornwall). In Greece and Portugal, the innovative milieus,
in terms of institutional endowments, are still insufficient,
however, ‘innovation […] derives basically from individ-
ual experiments by firms with more “Schumpeterian”
behavior …’ (chapter 11 on Portugal; p.265).

In the two Greek regions, firms pursue different orien-
tations; Kilkis is more characterised by larger companies
with an outward orientation while enterprises in Lesvos
are smaller and more locally oriented, nevertheless both
regions still lack physical infrastructure, knowledge dis-

semination and the necessary social environment for
entrepreneurship (chapter 10 on Kilkis and Lesvos). In-
migrants play an important dynamic role in entrepreneur-
ship in the more attractive rural regions, such as Devon
and Cornwall, Cumbria and Nordwestmecklenburg. 

Besides the latter, Zary and Bialystok in Poland
represent regions of a former communist country and
appear to be different from the Western case studies.
Here, the transition process has influenced rural devel-
opment. The booming metropolitan areas are an impor-
tant developmental engine in the course of integration
into the European markets; rural and backward regions
may therefore further continue to decline. Besides, the
agricultural sector has a relatively higher importance for
Poland than for the other European countries. Non-
agricultural economic activity has been hampered by
specific tradition and the lack of a consistent regional
policy during the nineties. Patterns of entrepreneurial
innovation are therefore still at the very beginning
(chapter 12).

In chapter 13 (Entrepreneurship, Enterprise and
Policy: Towards a Synthesis) the different conclusions of
the empirical research are discussed. Recommendations
refer to policies such as improving human resources for
entrepreneurship, creating the necessary physical and
intangible infrastructures, encouraging young people
and potential business leaders, enhancing business co-
operation and non-agricultural diversification or facilitat-
ing knowledge/know how transfer.

The volume sheds light on the complex factors of
entrepreneurship and innovation in European rural
regions and might further stimulate the debate on struc-
tural change in rural and peripheral regions with pro-
found empirical insights. However, despite research on
perspectives of structural change and entrepreneurial
innovation in rural areas is still at the beginning, the
findings in that volume are not really new or very sur-
prising. Particularly, the insights of the importance of
institutional capacity and thickness at regional level and
well co-ordinated policies has much advanced in region-
al science.

There are few minor weaknesses of the book. For
instance a case study on a Northern country like Finland
or Sweden could have covered the interesting category
of least accessible but competitive and better performing
regions. The fact that all case studies represent border or
coastal regions narrows the view on the diversity of
factors for successful entrepreneurship-based develop-
ment in rural areas. The reason for this specific choice is
not further explained. The audience of that important
book are researchers and students working on social and
economic issues of rural development in Europe and
authorities and policy makers dealing with regional and
rural policies. The findings and recommendations of the
book could also well contribute to the final shape of the
new EC Council regulations of funding rural develop-
ment. The book price is justified.



This volume contains a collec-
tion of articles on urban and
regional economics in the
1990s. My review is not on
the individual papers, but on
the choice of the papers in
terms of being representative,
complete, state-of-the art and
informative. As a professional
reader one is of course curi-
ous about the number of
reprinted articles known
already (for me this was 20
out of 28) and about the
aspects the editors highlight

in the volume. For a large degree the highlights are in
fact the ones expected and (strongly) appreciated, but on
certain choices critical notes are applicable.

Why a new volume on urban and regional economics,
since the previous version (Cheshire & Evans, 1991) was
not that long ago published? The introduction gives clear,
valid and informative answers to this question. Since
1990, the divide between urban and regional economics
as separate fields has basically disappeared. Moreover,
spatial economics (the aggregate name?) has become in
large measure part of the mainstream economics. In the
1991 volume, only 21% of the articles selected first
appeared in leading mainstream economic journals and
58% in interdisciplinary journals. In the present volume
these percentages are 50 and 11, respectively. 

Perhaps the convenient marker in this process was
Krugman’s 1991 classic on increasing returns and
economic geography, reproduced in the volume as chap-
ter 21. Throughout the introduction of the book, eight
important trends are articulated that justify a new collec-
tion of papers in the nineties. 

The first is the awareness of the need of micro-
economic foundations of urban and regional economic
theory. The new economic geography merged the con-
cept of firms as actors into spatial agglomeration out-
comes of economic processes. 

The second trend is the awareness that regions
themselves are not actors (a pitfall still emerging from
much economic geography ‘proper’ literature on for

instance ‘learning regions’) but meso-economic regional
and urban contexts are important for understanding
both micro- and macro-economic growth processes. 

The third trend hints at the increased data availability
on the micro- and meso-level (and subsequent comput-
ing power) that allowed for detailed sensitivity analyses
in empirical research. 

The fourth trend comprises the emergence of spatial
econometrics that introduced a toolkit for spatial analysis
not available before; the emergence of new journals such
as Spatial Economic Analysis demonstrate that spatial
econometrics is rapidly becoming an independent disci-
pline in its own right. However, the editors rightly remark
that spatial econometric approaches that reveal spatial
dependence do not inform us automatically how to
explain this in terms of spatial economic mechanisms.

The fifth trend is that urban and regional economics
become increasingly open to sub-fields of economic
analysis (like financial and labour economics). 

The sixth trend stresses that the past ten years
marked an evolution of city-shapes due to information
and communication technology and both ongoing subur-
banisation and central urban revival. These paradoxical
stylized facts are still not optimally captured in modeling
and theory. 

The seventh trend, in line with the previous one,
stresses that amenities play a crucial role in urban and
regional development, an underdeveloped notion in eco-
nomic modeling. 

The eighth trend signals that urban and regional eco-
nomics have evolved from a predominantly practical and
policy-induced research group into a theoretically more
developed and mature discipline (while urban econo-
mists are still among the most practical economists
around!, p.xii). Indeed, actual developments that justify a
new anthology of up-to-date papers.

Distilling a representative reader from 10 years
research is of course subject to arbitrary choices and
headings in themes. At the very end of the introduction
the authors reveal their criteria for selection. 

‘The articles chosen are of several kinds – original
contributions, surveys and articles which synthesise
influential areas of work in accessible ways’ (p.xxiii). 

The volume aggregated 28 papers in six parts
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(themes): theoretical analyses of city structure, empiri-
cal analysis of city structure, systems of cities, agglom-
eration economies and growth, new economic geo-
graphy and public finance and policy. Those six themes
are reasonable headings that capture the trends men-
tioned in a systematic manner, although the distinction
theory – empirics (that works fine in parts 1 and 2 on city
structure) should have been more guiding throughout
the volume. 

More alarming to my opinion is that all four articles
in the ‘systems of cities’ part do not deal with systems
of cities. Instead, they deal with sizes and the formation
of individual cities (stressed in all four papers). None of
the Pred-like city-systems and systems of cities thinking
that I had expected. The merging of agglomeration and
convergence studies in the ‘agglomeration and growth’
part does not work together either. The four papers on
agglomeration and the three papers on regional conver-
gence read as distinctive different subjects. Arguing that
they actually should not read as different subjects
implies that the editors should put effort in showing
where the overlap between themes actually is.

One of the original and pioneering articles (stressed
as criteria) that anchors a theme is the Krugman (1991)
article that indeed triggered the new economic geogra-
phy as a discipline. Well chosen for opening the new
economic geography section. But in the agglomeration
section, the papers by Combes, Dekle, Duranton and
Audretsch address flaws in the seminal Glaeser et al.
(1992) and Henderson et al. (1995) papers (published in
mainstream economic journals) on urban growth and
agglomeration circumstances. These two articles have
put the discussion on intra- and inter-industry externali-
ties (back) on the agenda. Why are these not reprinted to
get a full understanding of these important aspects? 

Finally, critique can be placed on the critique-less
nature of the volume. The volume is number 182 in the
Critical Writings in Economics series – but some impor-
tant critiques are missing. The editors rightly remark that
urban and regional economics are characterized by theo-
retically-informed empirical work (trend eight), but with
the possible exception of the new economic geography
section, theory is to a large degree interpretable in multi-
ple ways. Agglomeration papers often build on new
growth theory as theoretical framework, but it turns out
that a neo-classical framework in many cases predicts the
same observed outcome (Fingleton 2003). How urban
and regional economists (should) deal with these kinds of
theoretical flexibility is not discussed by the editors.

Missing theoretical paradigms that comprise interest-
ing and critical points of view are evolutionary econom-
ics (Boschma & Lambooy 1999), economic geography
‘proper’ (Martin 1999, discussed in the contribution of
Peter Neary in relation to the new economic geography),
new growth theory with geographically localized knowl-
edge spillovers and social networks (Breschi & Lissoni
2003; in the volume this subject is relatively uncritically

summarized in a contribution of Audretsch), knowledge
based perspectives on clusters and institutions (Maskell
2001) and knowledge production function conceptualiza-
tions in relation to knowledge spillovers (Jaffe et al.
1993). We already observed that trends that are not
addressed by any of the papers are multi-centricity, city-
systems and the unambiguous determination of causal
relations of cities with their surrounding regions.

The volume is extremely information-dense and
illustrative in its subjects and themes. Whether all papers
are themselves good introductions to the field of urban
and regional economics is doubtful – a major textbook is
probably better to get an overview of the mechanisms at
work. Recent trends in theoretical, conceptual and
empirical research (that are all placed in context very
adequately in the introduction) justify an extensive (new)
overview for the more experienced reader though. 

Shortcomings are, in short, that little notice is given
to the fact that spatial economic theory is far from
mature yet, and hence empirical testing is far from
unequivocal either. This is not critical yet, but we prob-
ably need a new volume in ten years time to address the
references of this review alongside other exciting new
developments. We will ask Paul Cheshire to read along
all the literature (maybe some more along the papers in
the interdisciplinary journals, all the same) and then
repeat the good job he has done here in enthusiastically
advocating the urban-economic discipline by then.
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