
 

 

 

 
 
 
 
 
 
 
 

Territorial Review Copenhagen 

Preliminary draft  
(Under embargo until 27 January 2009, 

11am) 
 
 
 
 
 
 
 
 

The final version will be published in March 2009 

 



2  

 

 

 

Foreword 

Across the OECD, globalisation increasingly tests the ability of regional 

economies to adapt and exploit their competitive edge, as it also offers new 

opportunities for regional development. This is leading public authorities to 

rethink their strategies. Moreover, as a result of decentralisation, central 

governments are no longer the sole provider of development policies. 

Effective and efficient relations between different levels of government are 

required in order to improve public service delivery. 

The objective of pursuing regional competitiveness and governance is 

particularly relevant in metropolitan regions. Despite producing the bulk of 

national wealth, metropolitan areas are often characterised by unexploited 

opportunities for growth as well as unemployment and distressed areas. 

Effective policies to enhance their competitiveness need to address their 

functional region as a whole and thus call for metropolitan governance. 

Responding to a need to study and spread innovative territorial 

development strategies and governance in a more systematic way, the 

OECD created in 1999 the Territorial Development Policy Committee 

(TDPC) and its Working Party on Urban Areas (WPUA) as a unique forum 

for international exchange and debate. The TDPC has developed a number 

of activities, among which a series of specific case studies on metropolitan 

regions. These studies follow a standard methodology and a common 

conceptual framework, allowing countries to share their experiences. This 

series is intended to produce a synthesis that will formulate and diffuse 

horizontal policy recommendations. 
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Assessment and Recommendations 

Copenhagenôs competitiveness is 

essential to Denmark as a whole 

The Copenhagen metropolitan regionôs competitive position is essential 

to the economic health of Denmark as it accounts for nearly half of the 

countryôs national output. With 2.4 million inhabitants, the Copenhagen 

metropolitan region accounts for 44% of the Danish population, in an area 

that includes the cities of Copenhagen and Frederiksberg, as well as five 

adjacent former counties. Among 78 OECD metropolitan regions with 

populations of more than 1.5 million inhabitants, the Copenhagen 

metropolitan region ranks fourth in terms of its share of national output. 

Metropolitan regions within the OECD often function as the engines of 

national economic growth: they are usually richer, more productive and 

more innovative. This is also true of Copenhagen.  The Capital Region 

alone, an entity created in 2007 with a population of 1.6 million (somewhat 

less than the Copenhagen metropolitan region), provided 75% of the new 

jobs created in Denmark in the last 10 years. The area, home of the best 

universities in the country, concentrates 80% of Denmarkôs high-tech firms, 

as well as 70% of its private research and development. More than half of all 

Danes with higher education live within its confines, and its economic 

influence is felt throughout the nation. For every 100 jobs created in 

Copenhagen, 20 jobs are created elsewhere in Denmark, whereas for every 

100 jobs created elsewhere in Denmark 7 jobs are created indirectly in 

Copenhagen. 

Equity and efficiency are compatible in 

Copenhagen 

Copenhagen benefits from a diversified metropolitan economy, a 

thriving labour market and good social indicators. A robust, export-oriented 

combination of industries bolsters its strong competitive position. The 

metropolitan area is one of the most service-based metropolitan economies 

in the OECD, with an employment share in the service sectors comparable 

to that of London or Paris. Business services remain the largest employer, 

although the wholesale and retail sector experienced the steepest increase in 
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value added in the period from 1995-2005 (25.5%). Copenhagen boasts a 

diverse mix of economic specialisations and a strong competitive advantage 

in biotechnology, a field in which it has become a European leader. Unlike 

many other OECD metropolitan areas, Copenhagenôs economic 

performance has not resulted in economic disparity. Unemployment in the 

Capital Region has remained low, at 5% (2007), the participation rate is 

high, and social segregation is limited by comparison with other OECD 

metropolitan regions. This is generally reflected throughout Denmark, which 

not only enjoys unusually low unemployment and remarkably little income 

disparity between regions but also contains one of the most equal income 

distributions in the world. 

Copenhagenôs critical mass is 

enhanced by the Øresund region 

At the regional level, the opening of the Øresund Bridge, which links the 

City of Copenhagen to Malmö in Sweden, has brought new opportunities for 

trade and communication and has positioned the metropolitan area as a 

regional hub in the Baltic Sea. Copenhagen is a relatively small city located 

at the margin of Europe: of the metropolitan areas in Europe, it is one of the 

farthest removed from market potential. Cross-border commuting traffic 

remains limited, although it has risen steeply in the last decade, and the 

Øresund region is not yet an integrated and functional labour market. 

However, it holds great potential for synergies in regional labour markets 

and among firms in knowledge-intensive activities such as medicine, 

pharmaceuticals, and the information and communication technology 

industries, which are responsible for a high number of patents. The Øresund 

region has also developed a significant specialisation in food processing, as 

well as a cluster of companies that either deal in environmental technology 

or make products and services more environmentally friendly. These 

organisations ï Medicon Valley Alliance, Øresund IT Academy, Øresund 

Food Network, and Øresund Environment ï already play an important role 

in promoting networking and integration across the region, and show a great 

deal of promise. This nexus is buttressed by the 12 universities and 150 000 

students in the Øresund region. Working in collaboration with researchers, 

business leaders and policy makers, the Øresund University, created in 

1997, has helped to identify driving growth clusters and to facilitate the 

development of networking associations in these areas. 
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Its international ranking is mixedé 

On the global level, Copenhagen faces some challenges. Although its 

GDP per capita and productivity are higher than the national average, it is in 

the middle range of OECD metropolitan areas and falls behind major North 

European metropolitan areas (Stockholm, Helsinki, Oslo) in terms of GDP 

per capita and productivity. Its economic prospects are clouded by its recent 

modest growth performance: real annual GDP growth averaged only 2.0% 

in the 1995-2005 period, which is low compared with several cities with the 

same average GDP per capita. Stockholm, Houston and Dublin, for 

example, scored higher on this indicator. Except in the field of 

biotechnology, Copenhagenôs economic base is characterised by a low rate 

of specialisation in technology-intensive industries. Although process 

innovation and non-technological innovation help to contribute to the strong 

exporting performance of some firms, the relative underrepresentation of 

knowledge-intensive activities could jeopardise Copenhagenôs long-term 

competiveness, given increasing competition from cities in emerging 

countries. As is the case in many OECD metropolitan areas, Copenhagen 

must constantly boost its innovation and productivity to secure its economic 

position. Given global financial turmoil and tighter credit markets, exports 

are projected to be weak during 2009, and leading businesses are expected 

to cut back investment. 

éand challenged by a shortage of 

skilled workers and a capacity for 

innovation that could be improved 

Firms in Copenhagen remain vulnerable to two salient factors that 

compromise its productivity and regional output capacity. These are: 

1. The scarcity of skilled workers. Labour market shortages already 

constrain growth, particularly in areas that are critical to maintaining 

Copenhagenôs international competitiveness, such as science, but 

also in the hotel and restaurant industries, graphic design, the 

welfare sector, such as health care and education. These shortages 

are predicted to become more acute in the coming years. Although 

the labour market is particularly tight in Copenhagen, other regions 

in Denmark rate little better. Inter-regional labour mobility, from 

Malmö and the Skåne region (South Sweden) for example, can thus 

provide only limited relief. Facing the inevitable prospect of 

economic slowdown, Denmark, unlike most countries, is already 
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experiencing severe pressures on capacity and from wages rising 

much faster than warranted by productivity growth. 

2. Average innovation capacity. Copenhagen scores only average on 

several indicators for innovation, such as research and development 

spending, patents per inhabitant and share of the population working 

in the high-tech and medium high-tech sectors. Copenhagen 

registered around 400 patents per million of its working population; 

half the figure for Stockholm and a third of the number for Munich. 

In Helsinki and Stockholm, between 7% and 8% of university 

students are pursuing doctoral degrees; for the Capital Region, the 

figure is only 3%. 

A strategic vision is needed... 

Dealing with these issues calls for a common strategic vision. Several 

strategic documents exist for Copenhagen, such as the City Development 
Strategy, the Business Development Strategy of the Growth Forum of the 

Capital Region and the Regional Development Plan of the Capital Region. 

Although these plans do not entail any outright contradictions, they do not 

provide clear priorities on how to sharpen Copenhagenôs competitiveness. 

The processes leading up to the elaboration of these plans have increased the 

involvement of strategic actors, but the plansô relative lack of focus is a 

missed opportunity to sound the sense of urgency that is needed to mobilise 

more support in the effort. The national government could play a key part in 

formulating a strategic policy, considering its important role in many of the 

areas crucial for Copenhagenôs competitiveness. 

éthat could be based on four main 

areas for action 

A well-rounded strategy could be articulated by the three tiers of 

government around four main objectives. The first two would directly 

address the issues of productivity and output capacity, and would consist in 

1) increasing the availability of skills and 2) fostering innovation and 

research. The appeal of Copenhagen as a location to live and work could 

also be improved by 3) upgrading infrastructure and housing supply and 

cultivating a better environment. Finally, 4) governance provisions for 

implementing economic development could be strengthened. 
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The lack of skill is of paramount 

concerné 

The scarcity of available skills in Copenhagen can be explained by four 

main factors. 

¶ First, the populationôs level of attainment in higher education is average 

in Copenhagen by comparison with many U.S. and Nordic cities, for 

example Boston, San Francisco, Stockholm and Helsinki. The main 

reason for this score lies in Denmarkôs high dropout rates. Projections 

show that without policy changes, around 95% of the students in 

Denmark leaving primary school in 2005 will start secondary education, 

but that only 79% will complete it. Only 48% will have completed 

tertiary education by 2030, and less than 30% will have completed a 

vocational degree. 

¶ Second, the late entry of students into the labour market is an issue. 

Among OECD countries, Denmarkôs workers are the oldest at the time 

they enter the labour market. Students take extended breaks between 

secondary and tertiary education, and generous student grants create 

incentives to prolong their studies once they have started. The median 

age for starting tertiary education in Denmark is around 23 years, one of 

the highest in the OECD. Around 40% are still enrolled in tertiary 

education six years later. This reduces a workerôs life-time earnings, 

leaving fewer years to practise the acquired skills in the labour market, 

and much of this loss is carried by public finances through foregone tax 

revenue. 

¶ Third, the existing foreign labour force is under-utilised. The figures for 

aggregate employment of immigrants in Denmark are low. Employment 

rates for native-born Danes stood at around 78% in 2005, as compared 

with 56% among the foreign-born, and 51% for the foreign-born from 

non-OECD countries. In few other OECD countries is the disparity 

between employment rates for immigrants and the native-born, across 

all education levels, as high as in Denmark. Although immigrants in 

Denmark are less highly educated than the native population, their rates 

of qualification do not appear to be any lower than those in other 

countries. The gap in employment rates between highly skilled native-

born and foreign-born workers is even higher (19%) than the gap for 

low- (15%) and medium-skilled workers (15%). This is particularly 

challenging for Copenhagen, where most of the immigrants are located 

and where labour market scarcity is most acute. Immigrants could 

increase their educational attainment if  efforts to reduce the dropout rate 

in secondary education were intensified. 
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¶ Fourth, Copenhagen has a lacklustre track record of attracting high-
skilled foreigners and the number of immigrant arrivals, as well as of 

foreign students, is relatively limited. Copenhagenôs share of immigrant 

population is below average compared with that of other metropolitan 

areas. English-speaking metropolitan areas obviously enjoy an 

advantage in this respect, but many non-English-speaking metropolitan 

areas have higher shares of foreign population than Copenhagen. Since 

immigrants tend to locate in places where they already have 

acquaintances, established immigrant cities such as Toronto, New York 

and London can more easily attract highly skilled foreigners. 

Copenhagen does not have this advantage, and must put in more effort 

to attract foreign labour. 

Students enter late in the labour 

marketé 

Addressing the late entry of students into the workforce could be made a 

priority. The national grant system does not encourage students to become 

rapidly active on the labour market, or to make efficient study choices. 

Higher education is free, and grants of up to six years are provided to cover 

studentsô living expenses. As a result, students enter universities at a high 

median age and switch studies regularly. In 2006, the national government 

introduced measures to reduce grants for those who delay their studies by 

more than two years. The national financing policies of universities and 

students could be recalibrated to increase the efficiency of educational 

choices, reduce the dropout rate and improve the adaptation of students to 

the needs of the labour market. This could take the form either of 

introducing tuition fees, or of partially replacing student grants by student 

loans to be repaid after graduation. 

éand immigrants are not fully 

integrated 

The skills of current immigrants could also be put to better use. The City 

of Copenhagen has pursued different strategies to improve the educational 

performance of immigrants and facilitate their integration into the labour 

market, for example through education and integration policies. Such 

measures could be intensified in order to reduce the dropout rate among 

immigrant children. Active labour market programmes are not always 

effective in enhancing the integration of immigrants into the labour market, 

but only limited use has so far been made of enterprise-based job training, a 

promising means of dispelling employersô hesitations about the 
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qualifications of immigrants and their lack of experience in the Danish 

labour market. The Employment Region Copenhagen and Zealand, as well 

as the job centres in the area, could come up with an action plan with the 

business sector, presenting ways to increase enterprise-based job training for 

immigrants. 

Attracting talent is a challenge 

Given its moderate global appeal, Copenhagen could more actively 

recruit foreign workers. The City of Copenhagen barely rates as one of the 

50 most globally connected cities as regards business links and international 

services, and cannot be considered a major airline hub. It has relatively few 

major internationally oriented companies, making it difficult for foreign 

workers (and their spouses) to find appropriate career opportunities. 

Furthermore, Copenhagenôs universities are less outwardly oriented than 

universities in other metropolitan areas. Copenhagenôs relatively modest 

size may explain the limited number of international companies it has 

attracted, but other metropolitan areas in Europe of its size appear to be 

much better connected internationally. Moreover, the international reach of 

the City of Copenhagen appears to have declined relative to other OECD 

cities with which it competes for global talent. 

éand attracting more internationally 

oriented firms could be helpful 

Recently, Copenhagen has intensified its efforts to attract foreign firms 

and international events. Considering the tight labour market, bringing in 

foreign businesses is not a priority, at least with regards to job creation. 

There may, however, be a rationale for selectively attracting the 

headquarters of foreign firms that generate knowledge spillovers, as well as 

employment opportunities for the spouses of highly skilled immigrants. As 

regards the competition for global events, this may only be relevant for 

Copenhagenôs competitiveness as long as it contributes to enhancing its 

appeal as a place for highly skilled foreigners to live and work. The city 

could reconsider its policies for attracting firms, tourists and international 

events in this light. Serious reflection is warranted on how a World Expo in 

2020, currently under consideration by the three levels of governments, 

could help to increase Copenhagenôs attractiveness to highly skilled 

foreigners. 
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An ambitious campaign to recruit 

foreigners with particular skills could 

be launched 

Copenhagen could refine its strategy for recruiting foreign workers. The 

stakeholders in the Copenhagen metropolitan region must be congratulated 

upon their efforts to reflect on the kind of individuals they want to attract, as 

expressed in the so-called Copenhagen Brand Book. Copenhagen likes to 

present itself as an environmental capital on the coast, with high quality of 

life and a healthy work/life-balance. However, this may not be sufficient to 

compete with other Northern European capitals for attracting internationally 

mobile highly skilled labour. The City of Copenhagen, with the Capital 

Region and other local authorities, could try to refine its image and 

experiment with more ambitious measures. A ñgreen cardò scheme and tax 

arrangements for highly skilled foreigners have been adopted nationally, but 

these policies do not constitute sufficient incentive by comparison with 

those of many other OECD countries. A more active approach is required by 

all levels of government, as well as universities and businesses, if 

substantially more highly skilled people are to be recruited. Copenhagenôs 

local authorities could more actively promote the importance of attracting 

talent and involve immigrant groups more systematically in policy making. 

In 2009, the City of Copenhagen plans to set up an office for expatriate 

affairs, the Welcome Shop; this initiative needs to be expanded and 

marketed. Celebrating cultural diversity could be systematically included as 

part of Copenhagenôs event strategy. The City of Copenhagen and the 

Capital Region could develop a campaign to attract highly skilled 

foreigners, conducted by a local or regional stakeholder, such as the office 

set up to attract foreign investment, Copenhagen Capacity, or a similar 

organisation. 

Tax accommodations for skilled foreign 

workers need to be consideredé 

At the national level, a major obstacle to attracting foreign skills is the 

high marginal income tax rate. The tax code in Denmark includes an option 

under which approved researchers and key employees recruited abroad may 

opt out of the income tax system in favour of paying a flat rate of 25% for 

three years, a period that has recently been extended to five years. While this 

is a step towards addressing the problem, the scheme is somewhat narrowly 

conceived, and a more general approach is warranted, since it does not 

address the problem of retaining skilled Danes who might be tempted to 

migrate. Beyond that, the target group is restricted to professionals paid 
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more than twice average full-time earnings, although R&D employees, 

mainly scientists, may also benefit from the programme at lower incomes. 

Younger specialists in areas such as finance, management and marketing, as 

well as entrepreneurs, may find it difficult to obtain approval. In addition, 

the five-year limit necessitates more staff turnover than may be desirable 

and militates against long-term planning and investment. The best option 

would be a general overhaul of the income tax system, reducing the very 

high marginal tax rates in Denmark; the Tax Commission that is currently 

looking at taxation has a mandate to make proposals to this effect. 

Alternatively, tax accommodations for foreign workers could be 

reconsidered: to effectively attract and retain highly skilled foreign workers, 

the tax exemption could be allowed for a longer period and for more 

categories of workers. 

éand universities have a key role to 

play 

Universities could make more active efforts to attract international 

students, given that they are a potentially important source of highly skilled 

labour. Universities in Copenhagen are not particularly well adapted to this 

strategy. Denmark has fewer international students than many other OECD 

countries, and the percentage of international students in tertiary education 

was 4.4% in 2005 in Denmark, as against 6.7% in the OECD as a whole. 

Copenhagen scores somewhat higher than the national average; the 

University of Copenhagen has a student population of 6% foreign students, 

but this figure is still limited compared with many metropolitan universities 

worldwide. A similar tendency is found with respect to foreigners in 

research. The share of international students in Denmark has increased by 

35% from 2000 to 2005, as compared with 49% in the OECD as a whole. 

Universities could do more to actively compete for international students so 

that a larger pool of potential foreign talent becomes available. Co-operation 

at the Øresund University is needed to reap concrete benefits like economies 

of scale (merging faculties or courses); a common internationalisation 

strategy is recommended for targeting countries from which to attract 

students. Students could be engaged more by regional internships, teaching 

and research projects, and by increasing student mobility through supporting 

student travelling expenses. 

Innovation capacity is averageé 

Copenhagen scores average on research and development indicators, 

both with respect to share of GDP invested, number of high tech-staff and 
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number of patents per inhabitant. Although firms in Copenhagen excel in 

process innovation, user-driven innovation and non-technological 

innovation, and despite a high degree of innovation in the welfare sector, 

there is room for improvement with regards to product innovation, research 

and the commercial use of research, which strongly influence 

competitiveness. One important research area in Copenhagen is health, 

which has seen strong growth since 2000 and which benefits from the 

extensive Danish data registers that gather health and socio-economic data. 

Although health science in Copenhagen performs better than elsewhere in 

Europe, career possibilities for young researchers are limited, forcing them 

out of the field. Flexible employment structures in universities and hospitals, 

allowing for career enhancement, could resolve this problem. Links with 

Lund University with its strong life sciences department could be 

strengthened. 

éand could be improved by further 

links between higher education 

institutions and firmsé 

Networks of business and academia could be stimulated, rather than 

intermediary organisations created. The focus of policy in innovation has 

been on the commercialisation of research. The main instruments chosen to 

achieve this have been university patenting and science parks, and as a 

result, Copenhagen now has a wide variety of technology transfer offices, 

incubators and science parks. However, university patents and science parks 

have not necessarily proven successful, according to numerous foreign 

studies, and some doubt prevails as to whether they have been effective in 

Copenhagen. Domestic academic contributions to Danish dedicated 

biotechnology firms has declined as an result of the Danish Law on 

University Patenting, and only a minor part of this decline has re-emerged as 

inventive capability in university-owned patenting or in the establishment of 

university spin-offs. An assessment of the Symbion science park, which is 

specialised in commercialising inventions in IT, telecommunications and 

biotechnology, found relatively few links to the higher education institutes 

in the area and low student awareness of the initiative. This suggests that 

institutions such as Symbion have in fact reduced interaction between higher 

education and industry. To achieve more commercialisation of research, 

complementary approaches will be needed to increase university-industry 

co-operation. This could take the form of networks, rather than new 

institutions and intermediaries; business, universities and other research 

institutes are the main responsible actors, but the City of Copenhagen and 

the Capital Region could stimulate the creation of these networks. 
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Commercialisation of research could be streamlined in the context of the 

Øresund Science Region, leading to more co-operation on 

commercialisation of research among the universities in the region (more 

common projects, for example). 

éand an incentive-based research 

funding scheme 

The quality of research could be improved by the introduction of more 

incentives to fund it. Denmark has a two-tier system for the allocation of 

research funds. The first tier is the basic grant, disbursed by ministries 

directly to the institutions. The second tier consists of grants from the 

National Research Councils, strategic research programmes, R&D funds 

from the different ministries, private funds and firms. Although basic 

research grants facilitate long-term planning for the universities, they offer 

no incentives for efficiency, relevance and impact on society. No 

mechanisms are in place to ensure that the institutions producing the highest 

quality research are rewarded. The complexities of the second tier can easily 

become opaque and bureaucratic.The national government would do well to 

reconsider its funding mechanisms and introduce more incentives in the first 

tier of research funding, as it is considering doing as of 2010. In addition, a 

simplification of second-tier funding is needed. 

Entrepreneurship policies could be 

aligned with Copenhagenôs needs 

National entrepreneurship policies could benefit from improved co-

ordination and alignment with regional and local initiatives in Copenhagen. 

The national government in Denmark recently prioritised entrepreneurship, 

particularly businesses that can generate rapid growth in personnel, value 

added and exports. In order to stimulate high-growth entrepreneurship, 

Regional Centres of Growth were established to provide services to these 

entrepreneurs. One such Regional Centre of Growth is active in the Capital 

Region, in addition to the business centres of various municipalities in the 

Copenhagen metropolitan region. The City of Copenhagen conducts its own 

business policy, in which creative entrepreneurship and ethnic 

entrepreneurship play an important role. As part of these policies, creative 

zones were created by the City of Copenhagen, setting up favourable 

conditions for entrepreneurs in the creative sectors. National policies 

sometimes appear to conflict with regional and local goals. A tension exists 

between encouraging entrepreneurs to increase personnel and the already 

very tight labour market in Copenhagen, as implementation of this policy 
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would add to growing recruitment challenges; moreover, creative 

entrepreneurs tend not to consider increasing staff numbers a priority. 

National policies might be better aligned with regional needs by leaving 

more room for regionally differentiated targets in the contracts with the 

Regional Centres for Growth. Co-ordination between Regional Centres for 

Growth and municipalities could be strengthened by a second generation of 

letters of agreement between Regional Centres of Growth and 

municipalities. There are serious concerns about the devolvement of funding 

of regional centres of growth to municipalities after 2010; this could be 

reconsidered. More focus on Copenhagenôs entrepreneurship policies would 

improve the results, which are currently mixed. There is no clear indication 

that the creative zones result in positive effects, and although some may yet 

materialise, a more focused approach is warranted. More emphasis could be 

put on stimulating creative industries that have shown promise of attracting 

highly skilled foreign labour. In addition, the synergies of creative industries 

with other economic sectors could be systematically explored, for example, 

with the life science and environmental sectors. The City of Copenhagen 

could play a role in stimulating the creation of inter-sectoral networks aimed 

at creating these synergies. 

Attractiveness is an asseté 

Copenhagenôs reputation for liveability could be further enhanced. 

Although it scores well on several rankings as regards quality of life and the 

quality of its public services, the city faces some challenges, particularly 

with regards to: 

1. Infrastructure. Even though traffic in the Copenhagen metropolitan 

region is far less congested than in other European capitals, there are 

issues to address. Congestion in the Capital Region rose by 10% in 

2007, at a cost estimated at EUR 1.2 billion.  Copenhagen faces several 

challenges as far as external accessibility is concerned. The construction 

of the Fehmarn Belt Link provides an opportunity for linking to the 

European high-speed rail network. However, the railway connection 

between Ringsted and Copenhagen is still under discussion. Although 

the Øresund Bridge has stimulated cross-border traffic, it could be 

further utilized as a means of creating a functionally integrated area. 

2. Housing. Housing prices have increased considerably from 1995 to 

2006, especially in the northern and central municipalities, due to such 

factors as population growth, migration and low interest rates on loans. 

Denmark has some of the highest housing costs relative to income in the 

EU. In 2003, Danes spent 28.6% of their income on housing costs, 
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surpassed only by Spain and Sweden. Consequently, residents generally 

perceive the City of Copenhagen as a place where it is difficult to find 

moderately priced housing, especially rental units. An average family 

with children with an annual income of approximately EUR 80 000 will 

typically have to look for housing 50 kilometres away from the city 

centre to find affordable housing. 

3. Liveability and environmental sustainability. Copenhagen, renowned for 

its quality of life, nevertheless faces obstacles to improving liveability. 

Part of its appeal is size; Copenhagen is close to natural amenities that 

provide for outdoor activities, and in 2006, around 36% of its 

inhabitants bicycled to work. Issues related to cultural amenities, crime 

and air quality, however, remain. The City of Copenhagen has a 

collection of fine cultural institutions, but lacks certain facilities, for 

example a large-scale multi-use indoor facility for live performances. 

The limited number of tourists to the city indicates a lack of awareness 

worldwide of Copenhagenôs urban amenities. Crime rates are higher 

than in several similar-sized metropolitan areas in the OECD: the rate of 

car theft from 2003 to 2006 was for example 9 per 1000 inhabitants, the 

second-highest among European capitals. There is room for 

improvement with regards to air quality: though the City of Copenhagen 

has one of the lowest sulphur concentrations, many large cities in the 

OECD have lower concentrations of NO2 and particulate matter. In the 

case of particulate matter, large cities such as Paris, London and 

Frankfurt have managed to achieve lower concentrations. In 2005, the 

limit for daily average value for PM10 (50 ɛg/m
3
) was exceeded 64 

times in Copenhagen, 29 more days than EUôs permitted threshold. 

éthanks to solid infrastructure 

endowment 

Strengthened infrastructure policies can ensure that proximity and 

relative lack of congestion continue to be an asset for the region. The 

development of smart transport infrastructure is important for urban 

competitiveness, not only to capitalise on transit needs and encourage 

economic growth, as well as providing proximity and agglomeration effects, 

but also to mitigate the burden of transit on the environment. Transportation 

is one of the three main planks of the 2008 regional development plan of the 

Capital Region. To accommodate further growth of its metropolitan area, 

Copenhagen could build upon its strengths in internal and external 

accessibility. 



20  

 

 

 

A congestion charge could be 

considered 

A congestion charge could help to limit traffic jams in the region, 

following in the footsteps of other OECD metropolitan areas, like 

Stockholm, London, Milan and Oslo. Congestion charges have been 

discussed extensively in the Copenhagen metropolitan region over the last 

decade. According to a recent modelling by 16 municipalities in the Capital 

Region, introduction of congestion charges in 2010 would decrease 

congestion by 23% within the toll ring in the city and by 4% in the entire 

Capital Region, with net benefits amounting to EUR 200 million per year. 

Political consensus among the different levels of government is a key 

condition for the success of the introduction of a congestion charge and its 

modalities. According to Danish law, road charges are considered a general 

tax and must therefore be determined by the national Parliament. In order to 

avoid adding a new tax burden, a congestion charge could be introduced in 

parallel with a reduction of fixed car taxes, so as to tax congestion rather 

than car ownership. 

External accessibility could be 

improved 

External accessibility can be improved by making better use of the 

Øresund link, integrating the upcoming Fehmarn Belt link between 

Denmark and Germany into the Europe-wide transportation network and 

continuing to improve the connectivity of Copenhagen airport. Given the 

price elasticity of the Øresund bridge tariffs, reconsidering the constraints on 

setting tariffs might advance the functional integration of Øresund region. 

As for the railway connection to Germany, if the Fehmarn Link is not 

established, the potential for connecting the European continent and the 

Nordic countries will be lost. Further co-operation between both countries is 

desirable to incorporate the Fehmarn Link into both Danish and German 

infrastructure. 

The cost of housing has become 

prohibitive for many familiesé 

It has become more difficult for families to acquire moderately priced 

housing in the Copenhagen metropolitan region, since housing prices have 

outpaced incomes.  Housing in the suburbs of Copenhagen and in the 

Øresund region as a whole has become more attractive and boosted growth 
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in the suburban periphery, while the housing stock in Copenhagen proper 

has remained relatively unchanged for the past twenty years. Although such 

suburban outmigration is typical of many OECD metropolitan areas, 

compact urban development could help reduce traffic congestion and ensure 

the proximity of workers to their jobs. The current labour market in 

Copenhagen is tight, and jobs such as municipal health visitor receive on 

average 1.25 applications per post. Labour market matching in the 

Copenhagen metropolitan area suggests housing and transport policies that 

promote the accessibility of jobs to a large labour pool. While housing costs 

have decreased from their peak in 2006, developers are still constrained to 

construct moderately priced units. Further contractions may arise in light of 

the impact of the current global financial turmoil. Accordingly, a two-

pronged housing strategy, geared towards densification of the inner core and 

inter-municipal collaboration on construction, would help reduce housing 

pressures in the Copenhagen metropolitan region. 

édensification and increased housing 

construction in central Copenhagen 

could helpé 

Additional land use tools, particularly densification, could be utilised to 

increase Copenhagenôs housing stock, given that its population density is 

half that of Vienna, Munich and Berlin and less than a quarter than that of 

Paris. The creation of more favourable rental housing construction 

economies could facilitate growth in the housing stock and respond to the 

needs of residents who earn too much to qualify for social housing and too 

little to rent expensive flats. The expansion of housing in Copenhagen could 

also be coordinated with the refurbishment of Copenhagenôs housing stock, 

two-thirds of which was built before World War II. Heightened 

collaboration with developers of moderate-cost housing could help reduce 

the costs of appraisals, such as the design fees, environmental site studies, 

and legal work. To help make these projects more economically viable, the 

central government could empower municipalities with more flexibility to 

negotiate planning agreements with private developers, as is the case in the 

United Kingdom and the Netherlands. 

ébut must be complemented with a 

regional approach 

Given population growth in Copenhagenôs suburbs, land scarcity in the 

city centre, and the paucity of larger sized family housing, additional 

regional policies are needed to co-ordinate metropolitan growth. A new 
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generation of land use tools could better align housing and transit policies in 

outlying suburbs. Though Copenhagen has a long tradition of excellence in 

regional planning, the dissolution of the national Ministry of Housing in 

2001 and the creation of a Capital Region that has no mandate for housing 

have reduced the capacity for inter-municipal co-ordination of housing 

policy. Copenhagen could benefit from inter-municipal co-operation on joint 

housing and infrastructure projects to address trade-offs and fair distribution. 

This would allow municipalities to pool resources for shared facilities, 

especially infrastructure. Since the abolition of the conversion fee 

(frigørelsesafgift) in 2004, which rewarded rural areas that urbanised, 

outlying municipalities have had less impetus to develop new land plots. To 

encourage inter-municipal coordination on land use, the central government 

could consider additional mechanisms allowing municipalities to borrow to 

finance infrastructure.  These combined strategies for mobility and housing 

could foster an emerging polycentric urban form. 

Further collaboration within the 

Øresund region can increase its supply 

of cultural amenities 

Copenhagen does not have the critical mass to sustain the amenities 

typical of larger metropolitan areas. Whereas cities elsewhere in the OECD 

can potentially enlist other citiesô co-operation to create such an effect, 

Copenhagen is not situated within sufficient proximity to the other large 

Danish cities. It is, however, close to Malmö and Lund, which could 

potentially provide promising synergies. This would require co-ordination of 

policies in the Øresund area to expand cultural amenities, housing, 

international events, marketing and tourism. The City of Copenhagen could 

systematically identify where a lack of urban amenities weaken its position 

vis-à-vis other metropolitan areas in the OECD, and where amenities in the 

Øresund region as a whole could fill those gaps. 

Copenhagen could become one of the 

most environmentally friendly city 

regions 

Fine-tuning environmental policies could help the City of Copenhagen 

realise its ambition to become the greenest capital in Europe. Myriad 

environmental initiatives are in place: the City of Copenhagen has agreed on 

a strategy to reduce CO2-emissions by 20% in 2015 and will host the UN 

Climate Change Conference in December 2009. Such initiatives would 

capitalise on existing programs that have allowed the city to reduce its CO2 
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emissions by 25% since 1990 and to ensure that around 36% of its 

workforce bicycles to work. However, more could be done to bolster the 

City of Copenhagenôs sustainability, including reduction of air pollution. 

Additionally, improved energy conservation techniques could reduce 

Copenhagenôs ecological footprint, and expanded public reporting of 

environmental and climate change data could be instituted to better track 

this. Finally, an ecosystem-based planning approach and continued cross-

border environmental co-operation is called for, given the permeation of 

pollution in the Øresund region. 

A common agenda for Copenhagen is 

neededé 

Copenhagen needs a common agenda to increase the availability of 

highly skilled labour, boost innovation capacity and enhance the 

attractiveness of the region. The Capital Region has made commendable 

efforts to define strategies for the region. The Growth Forum of the Capital 

Region, in which business, academia, regional and local governments are 

represented, developed a business development strategy in 2007. In addition, 

the Capital Region presented the Regional Development Strategy in 2008, 

involving citizens, governments and civil society. These are all laudable 

initiatives, with thorough assessments and wide involvement of 

stakeholders, yet at the same time, they have not sharpened focus on 

priorities. The underlying assumption has been expressed in city and 

regional documents as ñyou can have bothò: the possibility of combining 

seemingly contradictory goals. In reality, policy trade-offs are warranted, 

especially in the matter of where to invest scarce resources and on what 

areas to focus policy. One of these trade-offs is maintaining the welfare state 

(with correspondingly high taxes), or fostering a more entrepreneurial city 

(and country). In many cases, these trade-offs are slightly more subtle, in 

that the accumulation of policy aims dilutes political attention and takes 

funds away from higher priorities, such as attracting highly skilled labour. 

Becoming the environmental capital of Europe, for example, is a worthy 

goal, but whether it is a reliable way of attracting highly skilled foreign 

labour is not so clear. Likewise, stimulating creative sectors in Copenhagen 

may make Copenhagen more attractive, but one could wonder whether the 

stimulation package has been designed with the demands of highly skilled 

foreign labour in mind. A lack of focus on its most important challenges 

could hamper the regionôs competitiveness. 
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ésupported by the main stakeholdersé 

Main stakeholders will have to be involved in the agenda for 

Copenhagen, so that resources and instruments focus on the same goals. The 

Capital Region will need the co-operation of the municipalities in the area, 

as well as of the national government, to increase Copenhagenôs global 

appeal. During the 1990s, the national government recognised the 

importance of Copenhagenôs competition with other European cities; this 

formulation has been effective due to the central governmentôs recognition 

of the value of Copenhagen and its co-operation with regional actors, despite 

the absence of a regional planning agency. Governance mechanisms can 

influence the efficiency with which the common agenda can be formulated 

and implemented, and whether policies, public goods and services can be 

delivered. 

éwith room for governments in the 

area to implement this agenda 

Considering Copenhagenôs crucial role in the national economy, all the 

actors concerned, including the central government, have a stake in ensuring 

that governance frameworks and policies help to boost the competitiveness 

of the Copenhagen metropolitan region. Many of the obstacles to its future 

competitiveness are directly or indirectly related to national policy: 

(i) national immigration and tax policy have made Copenhagen less 

attractive to high-skilled foreign labour, (ii) housing legislation has made it 

difficult to solve issues of housing affordability, (iii) particular differences 

in national legislation of Sweden and Denmark have hindered the functional 

integration of the Øresund region, and (iv) the national parliament maintains 

control over the introduction of local congestion charges. Although these 

national frameworks are commonplace in unitary countries like Denmark, 

flexibility is essential given the unique nature of Copenhagenôs challenges 

as compared to the rest of Denmark. Copenhagen is better connected to the 

global economy, has more immigrants, higher housing prices, more air 

pollution and more congestion. National policies will have to take 

Copenhagenôs competitiveness into account. From a financial perspective, 

sub-national autonomy has been limited drastically over the last few years. 

National government has now put constraints on local taxation, 

expenditures, deficits, borrowing and the use of alternative financial 

instruments. Although this is understandable from the perspective of fiscal 

discipline, it leaves little flexibility for investments in municipalities that 

seek to improve their competitive position, such as the City of Copenhagen 
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and the other municipalities in the region. These constraints are even larger 

for the Capital Region, given its complete lack of taxation powers. 

The structural reform compromised 

metropolitan governance é 

The 2007 structural reform has not fostered governance within the 

Copenhagen metropolitan region. This national reform created a regional 

authorityðin the case of Copenhagen, the ñCapital Regionòðwhich has 

few planning powers. In addition to replacing 16 counties with 5 regions, the 

reform reduced the number of municipalities in Denmark from 271 to 98. 

Al though the reform was remarkable from an international comparative 

perspective, its ability to promote metropolitan governance in the 

Copenhagen metropolitan region was minimal. With the structural reform, 

the City of Copenhagen has lost its special position and some of its former 

responsibilities, in contrast with the practices of the capital cities of some 

OECD countries (e.g. Madrid, Paris) or with their major metropolitan areas 

(e.g. Korea, Portugal, Japan). The regional government has been weakened; 

it is now almost exclusively involved in health care, and its authority to levy 

taxes has been taken away. The former and somewhat problematic vehicle 

for metropolitan co-ordination, the Greater Copenhagen Council, was 

abolished. This structural reform transferred the responsibility for spatial 

planning from the former counties and the Greater Copenhagen Council to 

municipalities and the national government. Whereas municipalities in most 

other regions in Denmark merged massively, the number of municipalities 

in the Copenhagen metropolitan region has remained more or less constant. 

The Capital Region encompasses 29 relatively powerful municipalities, 

including a core city that is relatively small in relation to the wider 

metropolitan area. Around 21% of the inhabitants of the Copenhagen 

metropolitan region live in the City of Copenhagen. As in almost every 

metropolitan area in the OECD, administrative boundaries are different from 

functional areas; the Copenhagen metropolitan region as defined by 

commuting flows is, however, considerably larger than the Capital Region 

(2.4 as compared to 1.6 million inhabitants). Moreover, structural reform has 

complicated metropolitan co-ordination: whereas the municipalities in the 

Greater Copenhagen Council formed part of five more or less equivalent 

counties, the same area is now within the jurisdiction of one region (Capital 

Region) and is part of another region (Sjaelland). Neither the Capital Region 

nor the municipalities have many instruments for cross-municipal co-

ordination at the regional level. 
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éand better co-ordination is called 

foré 

Metropolitan co-ordination will need to be strengthened. Although a 

large number of decentralised government units can provide a diversity of 

goods and services and be able to adapt to local circumstances, there are 

areas where regional co-ordination is called for, for example in transport, 

land use planning and local economic development. This is particularly the 

case in Copenhagen, where commuting increasingly takes place across 

administrative boundaries. Some of the regional co-ordination in Denmark 

takes place at the national level, for example with regards to land use 

planning via the Finger Plan. Most of this national co-ordination is sectoral, 

which leads to a certain lack of policy coherence at the regional level. Cross-

sectoral issues are difficult to address, which is sometimes a result of silo 

thinking within the central government, i.e. a lack of co-ordination between 

the line ministries.  Few co-ordination mechanisms between Copenhagen 

and the central government exist. The Capital Region has yet to acquire the 

legitimacy to speak for the whole region. The City of Copenhagen and the 

city of Frederiksberg, which is embedded within the City of Copenhagen, 

used to talk separately to the central government, but in the structural reform 

of 2007, they lost their special position as municipalities that were also 

counties. National policies for the regions, for example the Capital Region, 

could be better coordinated by strengthening the role of the Ministerial 

Policy Committee for Regional Policy. Co-ordination between the central 

government and Copenhagen could be increased by a clear national 

government programme for the capital. Examples worth noting include a 

ministerial portfolio for the co-ordination of the programme in this 

metropolitan area, as has recently been introduced for Randstad-Holland in 

the Netherlands, or Paris in France. 

éby the Capital Region and other 

actorsé 

The Capital Region will have to continue to pursue its co-ordination for 

the metropolitan area. As the current vehicle for metropolitan co-ordination, 

it has spearheaded strategies for business and regional development, 

engaging many stakeholders in the region. Although it has limited 

responsibilities, most of which are relevant to co-ordination in Copenhagen, 

it is in effect the only instrument of metropolitan co-ordination left after the 

abolition of the Greater Copenhagen Council. Its task is sensitive, 

considering that it will require buy-in from municipalities that sometimes 

have conflicting interests, and also taking into account the limited policy 
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instruments at its disposal. A special effort could be made to reach out to 

those municipalities in Sjaelland that are not part of the Capital Region but 

that form part of the Finger Plan; they will need to be involved in 

metropolitan co-ordination. The experience of municipal amalgamations in 

other parts of Denmark could also be considered within the Capital Region. 

Integrated transportation planning is increasingly necessary at the level of 

the metropolitan area, as development of each mode affects and is 

contingent upon other modes. Although Movia, a regional mechanism for 

bus transport, has recently been created, more could be achieved by 

consigning all transportation planning for the Copenhagen metropolitan 

region to a single organisation. Transportation planning could also be co-

ordinated with the land use plan such as the Finger Plan. 

éand the internal local government 

model needs to be improved 

The City of Copenhagen would benefit from strengthening its internal 

local government model so that it can play a more decisive part within the 

metropolitan area. Under the current formula, all political parties are part of 

the city government, which consists of one Lord Mayor and six other 

mayors who cannot be instructed by the Lord Mayor. This has led to a 

situation where mayors are sometimes left to implement policies that they 

voted against in the city council; and it has in some cases also led to 

overspending. The City of Copenhagen will need a majority government 

system in which executive and control tasks are separated, and a model that 

is able to support the connection between policy formulation and 

implementation across departments. However, the national legislation does 

not afford the room to choose such a government model. Current reflections 

in the city on alternatives cannot be endorsed and implemented unless the 

national legislation is extended to provide room for the city government to 

adopt such an alternative. One possible model is the government of Oslo, 

which has a similar national institutional tradition of coalition and minority 

government. Under this model, the city council appoints an executive 

council leader, who appoints a city cabinet, and city council committees 

play no role in policy implementation. 

Co-operation with other regions could 

yield large-scale benefitsé 

Finally, closer co-operation between the Copenhagen metropolitan 

region and Denmarkôs major regional cities could yield economic benefits. 

Such initiatives could clarify concurrent mandates that are vaguely defined 
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and highlight the interdependence of the major cities. A similar mechanism 

developed between London and its network of outlying cities was shown to 

be effective. Although it is the primary responsibility of the authorities of 

the different cities in Denmark to engage in such a dialogue, the national 

government could play a facilitating role. More explicit governmental 

support for the urban network throughout Denmark could help foster 

economic synergy between cities. 

éand Ïresund is a unique opportunity 

to enhance competitiveness 

Fostering the integration of Øresund region (Copenhagen/Mälmo) 

through further concerted government action would help to expand the 

Copenhagen labour market. Cross-border commuting in the Øresund region 

has increased dramatically over the last decade, although the overall 

numbers are still modest. The nearly 15 000 commuters from Southern 

Sweden (Skåne Region) to the Capital Region represents a sevenfold 

increase in the ten years from 1997 to 2007. A comparison of European data 

shows that several regions in Europe had more cross-border commuting in 

1999 than Øresund did in 2007. Concerted government action could increase 

these cross-border commuting flows, by providing more harmonisation in 

regulation, taxation, social security and tariffs for the Øresund Link, to 

promote labour market integration in the area. Several steps have already 

been taken. In 2007, the institutional structure of the Øresund Committee 

was strengthened, and policy formulation was given increased emphasis. 

This has resulted in a strategic vision for the Øresund in 2008 that will result 

in a common development strategy in the coming years. In 2007, the Danish 

and Swedish ministers of labour signed an agreement to remove some of the 

barriers to a common labour market. Several cross-border initiatives have 

been undertaken, and a special unit of the Danish Tax Authority has been set 

up to deal with tax issues for employees who work in Denmark, but live in 

Sweden. More of these initiatives would be welcome: national governments 

in Denmark and Sweden could be strongly encouraged to increase co-

operation in the Øresund region. The City of Copenhagen and the Capital 

Region, as well as stakeholders such as the tourist promotion office 

Wonderful Copenhagen and the foreign investment attraction office 

Copenhagen Capacity, could also benefit the Øresund region, for example in 

its strategies to attract international events, tourists and foreign firms.
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Chapter 1: The competitiveness of Copenhagen 

This Metropolitan Review of Copenhagen studies the competitiveness of 

Denmarkôs capital city and assesses its policies and governance. This 

assessment is used as the basis for policy recommendations on how its 

economic edge could be increased. This Review has three chapters, the first 

evaluating the cityôs economic performance; the second outlining policies 

that could strengthen its competitiveness, and the third the governance 

arrangements in Copenhagen.
1
  

Copenhagenôs economy accounts for almost half of the national 

economy and is essential to the well-being of Denmark as a whole. 

Although it has strong economic sectors and has displayed a reasonably 

robust economic performance in the last few years, its economic growth is 

likely to be constrained by the availability of highly skilled labour, its 

innovation capacity and urban attractiveness. This chapter assesses 

Copenhagenôs economic competitiveness and its economic position in 

Denmark, its economic profile and its performance.  

1.1 The location of Copenhagen 

Copenhagen is the major urban area of a small, sparsely populated 

country, comprised of the mainland, Jutland (Figure 1.1), and several 

islands, the largest of which is Sjaelland, where Copenhagen is located. A 

large proportion of Denmarkôs inhabitants, about 40% according to the 

OECD regional typology,
2
 live in areas with a population density of less 

than 150 inhabitants per square kilometre. Its rural population is twice the 

average in OECD countries. Two-thirds of Danish territory can be 

considered predominantly rural; only 5% is predominantly urban; and the 

rest is intermediate.
3
 Whereas Copenhagen is an urban region, large part of 

Jutland has a predominantly rural character, although it contains the second 

(Aarhus) and fourth largest city (Aalborg) of Denmark. Although Denmark 

is a small and flat country, the average travelling time from rural areas to the 

closest urban centre, while below the OECD average, is relatively high 

compared to that in other small countries (OECD, 2007). 
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Figure 1.1. Map of Denmark 

 
Source: www.mapsofworld.com. 
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Figure 1.2. Map of Copenhagen and the Øresund Region  

 

Source: The City of Copenhagen. 

Copenhagen is located at the margin of Europe, at the centre of the 

Øresund Region. The number of inhabitants living within five hours of the 

capital by road or railway, is fewer than 6 million people.
4
 This relative 

marginality is comparable to that of Stockholm, Dublin, Lisbon and to a 

lesser extent, Barcelona and stands in striking contrast to London, Paris and 

urban areas in Germany, Belgium and the Netherlands in particular, where 

up to 85 million people live within in five hoursô striking distance (Figure 

1.3). The number of people within five hours by plane of Copenhagen is 

larger (46 million). This figure is relatively small compared with many large 

cities in Europe (Figure 1.4), but it underscores the important role the airport 

plays in connecting Copenhagen to larger markets. While Copenhagen is 

networked to other hubs, its geographical position in regard to other large 

cities in the world puts it at a disadvantage. Since 2000, Copenhagen has 

been linked to southern Sweden (the Skåne Region) via the Øresund Link; 
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another connection between Copenhagen and south Sweden is through 

ferries between Helsingør and Helsingborg (Skåne). As such, Copenhagen is 

placed centrally in the Øresund Region, the cross-border region that includes 

both Sjaelland and the Skåne region in Sweden. 

Figure 1.3. Number of people that can be reached in five hours by road and 

rail (million people) 

 
Source: TNO (2007), Randstad Monitor 2007, Delft. 

The geographical position of Copenhagen is both an asset and a 

constraint. Considering the findings in the literature about the advantages of 

being a coastal city, Copenhagenôs location near the sea would appear to be 

an asset. Because it is located on an island, connections from Copenhagen to 
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other areas in Denmark are more time-consuming than if it were located on 

the mainland, but its flatness and its several links connecting it with the 

mainland and other islands compensate for this. Travel by road or train to 

Aarhus, the second-largest city in Denmark, however, still takes several 

hours, which is remarkable in a country so small. In a larger European 

context, Copenhagenôs geographical position might prove to be somewhat of 

a constraint. Copenhagen is one of the metropolitan areas in Europe that is 

furthest removed from market potential, as suggested by the number of 

people that can be reached in five hours by road and rail. 

Figure 1.4. Number of people that can be reached in five hours by plane 

(million people) 

 
Source: TNO (2007), Randstad Monitor 2007, Delft. 

Copenhagen is the largest city in Denmark, a country of approximately 

5.5 million people. Within its administrative boundaries, the city of 

Copenhagen currently has around 510 000 inhabitants. With the 
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municipality of Frederiksberg, which is located within the city of 

Copenhagen, this adds up to 594 000 inhabitants, roughly twice as much as 

in Aarhus, the second largest Danish city. This definition, however, 

understates the importance of Copenhagen, since the functional metropolitan 

area of Copenhagen is considerably larger. The functional area is the area in 

which people live, work, shop and enjoy their leisure time, regardless of 

administrative (municipal) boundaries. According to the OECD 

methodology,
5
 this functional area of Copenhagen is demarcated as an area 

of 2.39 million inhabitants, and consists of the city of Copenhagen, the city 

of Frederiksberg and the five former counties surrounding them.
6
 This area 

represents 44% of the total Danish population.  For the purposes of this 

Review, it will be considered the Copenhagen metropolitan region and the 

standard reference for international comparison, unless specified otherwise. 

This definition is in line with those of observers who consider the whole 

island of Sjaelland, on which Copenhagen is located, a fair estimate of the 

population base of the Copenhagen metropolitan region and its labour 

market (Nielsen and Hovgesen, 2005). Limitations in the availability of data 

sometimes necessitate the use of alternative definitions for benchmarking 

purposes. An alternative demarcation that corresponds to the administrative 

reality since 2007 is delineated by the boundaries of the Capital Region, 

with a population of 1.64 million; this area includes the city of Copenhagen 

and 28 neighbouring municipalities and the island of Bornholm (Table 1.1). 

The important role that the Capital Region plays in providing employment 

for the whole of Sjaelland can be illustrated by commuting flows. The net 

commuting flow from the Sjaelland region (consisting of Sjaelland with the 

exception of the Capital Region) into the Capital Region consisted of 66 200 

people in 2007; this represents 19% of the Sjaelland workforce.
7
 Aarhus, the 

second-largest Danish city, had a population of 237 500 in 2008, with a total 

functional area estimated to have a population of around 530 000. In 

addition to these different definitions, with their respective boundaries, there 

is the area defined by the 1947 Finger Plan, whose demarcation transcends 

the boundaries of the current Capital Region, but does not extend to the 

whole functional area (Figure 1.5). 

Table 1.1. Population shares of Copenhagen in 2008 

 Population 
Share of national 
population (%) 

City of Copenhagen 510 000 9 

Cities of Copenhagen and Frederiksberg 593 000 11 

Capital Region 1 640 000 30 

Copenhagen metropolitan region 2 390 000 44 

Source: Based on data from Statistics Denmark. Population data for the Copenhagen 

metropolitan region refer to the situation in 2005. 
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Figure 1.5. Map of Copenhagen and the Finger Plan 

 
Source: Østergård (2007). 

A functionally integrated Øresund Region will bring benefits to 

Copenhagen, but this is not yet a reality. As a relatively small metropolitan 

area from the OECD perspective, Copenhagen may lack critical mass for 

some of the functions that could be crucial for it to remain competitive. 

Whereas other cities in the OECD can potentially engage in collaboration 

with neighbouring cities to create critical mass, Copenhagen is not 

sufficiently close to the other large Danish cities. It is, however, close to 

Malmö and Lund, which could potentially provide more critical mass. 

Despite the Øresund Link, metropolitan Copenhagen and Skåne do not yet 

form a functionally integrated metropolitan area. The travelling time from 

Copenhagen to Malmö has been reduced thanks to the Øresund Link, which 

has resulted in increased commuting flows between Copenhagen and Skåne. 

The net number of commuters from Skåne to the Capital Region in 2007 

was 14 500; this represents around 0.65% of the regional labour force, a 

modest share compared to those from areas in Sjaelland and compared with 

other cross-border regions in Europe (see Section 1.4.1). The average 

number of travellers crossing the Øresund is, however, higher than the 

average number of travellers crossing the Great Belt. 
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Denmark is one of the finest examples in the OECD of a country with an 

evident hegemonic metropolitan area. Not only is Copenhagen the largest 

metropolitan area and the political capital, but it is also the dominant 

economic and cultural centre. This is true of several OECD countries, but 

different from such countries as the United States, Italy and Germany, where 

these functions are dispersed over several cities. Copenhagen is also larger 

than would have been predicted by a model of city size distribution that 

holds empirically for many countries. This model posits an inverse 

relationship between the size of a city and the number of cities that are this 

size. Denmark presents an exception to this empirically tested model: 

although the model holds well for medium-sized and small cities in 

Denmark, Copenhagen turns out to be larger than would have been predicted 

(Knudsen, 2001). The large population share of Copenhagen metropolitan 

region (44%) translates into an even higher share of national economic 

production: almost half of the national economy.  Of the 78 metropolitan 

areas in the OECD that form part of the OECD Metropolitan Database 

(Figure 1.7), Copenhagen has the fourth-highest share in the national 

economy.
8
  

Figure 1.6. Map of the Øresund Region 
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Figure 1.7. Regional GDP in % of its national GDP  

 
Source: OECD Metropolitan Database. 
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An engine for national economic growth 

Copenhagen not only generates more economic production per 

inhabitant than the rest of the country, but also per worker. GDP per capita 

in Copenhagen in 2004 was around 40% higher than the average GDP per 

capita in Denmark. Copenhagen is not the only region whose economic 

performance is above the national average. East Jutland, for example, has 

recently also shown relatively high growth, which is at least partly based on 

strong exports and innovation in high-tech industries. The impact of 

Copenhagen in many fields is, however, larger: it is the most highly 

educated, most innovative and most cosmopolitan region of Denmark. The 

Capital Region has 30% of the Danish population, but is home to 53% of all 

Danes with higher education. It is the place where 80% of all high tech-

enterprises are located and where 85% of the foreign investment into 

Denmark takes place. The Capital Region has created 75% of the 

employment growth in Denmark over the last decade. Although larger 

employment growth in metropolitan areas is not unusual, this share is high 

from an international perspective. On average in the OECD countries, 

around half of employment growth occurs in 10% of the regions. In 

Denmark this percentage was 70% in the period 1998-2003. Only in Japan, 

Germany and Iceland was the employment growth, as generated by the best-

performing regions, higher (OECD, 2007).  

Copenhagen is by far the most internationally oriented region when it 

comes to scientific co-operation via co-patents. Copenhagen has far more 

foreign co-patents (83% of all Danish foreign co-patents) than its share of 

the national economy (49%) would suggest. This is a very high percentage 

when compared with similar cities in the OECD that also take up a large 

share of their national economy (Table 1.2). Mainland Denmark scores very 

low on this indicator: ranging from 7% in Mid-Jutland to 2% in North 

Jutland.  

Table 1.2. Dominance of selected OECD metropolitan areas in foreign 

co-patents (2004) 

 

Foreign co-patent 
over-representation 

index 

Share of total national 
co-patents with foreign 

countries (%) 

Share of national 
economy (%) 

Copenhagen 1.69 83 49 

Oslo 1.68 62 37 

Helsinki 1.48 62 42 

Brussels 1.41 62 44 

Dublin 1.08 52 48 

Randstad 0.96 49 51 

Source: OECD Secretariatôs calculations on the basis of OECD Patent Database. 

Units of analysis are similar to those in the OECD Metropolitan Database. 
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Copenhagen plays a crucial role in Danish exports. The Capital Region 

accounts for 51% of all Danish exports. The average export rate of turnover 

in goods in 2005 was 24% in Denmark, 27% in the Capital Region and 33% 

in the city of Copenhagen (including Frederiksberg). Some economic sectors 

in the Capital Region have a particularly high export rate, particularly in 

agriculture, where in 2005, 39% of the turnover in Denmark came from the 

Capital Region, but 87% of the exports. Some distortion may be involved, 

owing to exports that were assigned to headquarters but not necessarily 

produced there. The numbers reflect Denmarkôs strong exporting position in 

agriculture, if not necessarily that of the Capital Region. This cannot, 

however, account for all the export over-representation in Copenhagen. 

Other strong exporting positions are found in transport and communication 

and in personal services, where the Capital Region takes up 90% of the total 

exports. The only sectors in which exports from the Capital Region are 

relatively under-represented are in wholesale and retail (Table 1.3). 

Table 1.3. Export over-representation of Copenhagen (Capital Region) 

in 2005 

 

Export over-
representation 

index 
Share in Danish 

turnover (%) 
Share in Danish 

exports (%) 

Agriculture 2.21 39 87 

Public and personal services 1.63 55 90 

Finance and business services 1.25 61 77 

Transport and communications 1.19 75 89 

Manufacturing 1.04 29 31 

Construction 1.03 36 37 

Wholesale and retail 0.96 44 42 

Total 1.10 46 51 

Source: OECD Secretariatôs calculations based on data of Statistics Denmark. 

Spill-overs to the rest of Denmark 

The strong position of Copenhagen has important ramifications in the 

rest of the country. This is not self-evident: many city-regions in the OECD 

are doing well without necessarily benefiting the rest of the country. These 

benefits can flow both via economic linkages and via scientific co-

operation.
9
  

i) Economic linkages. There are strong economic linkages between 

regions in Denmark. For every 100 jobs created in Copenhagen via direct 
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investment from abroad, 20 jobs are indirectly created elsewhere in 

Denmark, whereas for every 100 jobs created in the rest of Denmark 

indirectly 7 jobs are created in Copenhagen (Copenhagen Economics, 

2004).
10

 Another study has measured what the the regional impact would be 

of the abolition of tolls on the Great Belt bridge, which links Sjaelland to the 

island of Fyn and to mainland Denmark. This study gives an indication of 

the regional economic linkages between Sjaelland and the rest of Denmark 

(Madsen and Jensen-Butler, 2004). The result of the zero-toll on the bridge 

would have positive impacts on price, demand and income not only in 

Copenhagen, West Sjaelland and Fyn, but also in Southern Jutland and West 

Jutland, indicating how interrelated these economies are.  

A comparison of the business cycles of Copenhagen and other Danish 

regions also suggests that they are strongly integrated. The monthly 

fluctuations in unemployment in the Capital Region and other regions in 

Denmark, such as Central Jutland, show a remarkable similarity (Figure 

1.8). Two regions could of course theoretically have exactly the same sector 

structure without their economies being integrated, but considering the 

difference in economic specialisations between Copenhagen and other 

regions, differently timed changes in monthly employment rates would have 

been expected. This is however not the case; the similar movements in these 

rates indicate that both economies are largely integrated and interdependent. 

A similar interdependency is seen in other business cycle indicators, for 

example, bankruptcy rates. Analysis of the development of annual GDP 

growth shows that the Capital Region is acting as a regional engine of 

growth: in the periods where the business cycle turns from one phase into 

another (1999-2000 and 2002-03), the national cycle lags behind 

Copenhagenôs, indicating a close correlation between the impact that the 

cascading effects of changes in business cycles in Copenhagen have on the 

rest of the country (Figure 1.9). 

Analysis of the spillovers from sectors, such as tourism, shows that 

Copenhagenôs economy has a wider regional impact. Copenhagen has a 

large share of tourism revenue, but its effects on the city economy are 

relatively limited when compared to the local economic impacts that tourism 

elsewhere in Denmark has. This can be explained by the regional spillovers 

from tourism to Copenhagen; more than half of the employment connected 

to tourism is in-commuters, and only 83% of the local private consumption 

generated by tourism has been shopped for in Copenhagen; so there are 

commuting and shopping leakages to a wider regional area (Zhang et al., 

2007). 
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Figure 1.8. Monthly unemployment mutations 2000-07 

 

Source: OECD Secretariatôs calculations based on data of Statistics Denmark. 

 


