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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 leadinglipwuthorities 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 oder 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 uitecplo
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 asgread 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 exchege 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 expesenthis
series is intended to produce a synthesis that will formulate and diffuse
horizontal policy recommendations.
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Assessment and Recommendations

Copenhagends competitiveness i s
essential to Denmark as a whole

The Copenhagen metropol i taassentia@dgi onds compe
to the economic health of Denmark as it accounts for nearly half of the
countryés national output . With 2.4 millior

metropolitan region accounts for 44% of the Danish population, in an area
that includes the citiesfdCopenhagen 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 disareof 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 CopenhageFhe Capital Region
alone, an entity created in 2007 with a popafabf 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 countrygechfiotme,ncentrates 8
as wellas 70% of its private research and developmeanteNharhalf of all

Danes with higher education live within its confinesd ts economic
influence is felt throughout thenation. For every 100 jobs created in
Copenhagen, 20 jobs are created elsewhmeBenmark, whereas for every

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

Equity and efficiency are compatible in
Copenhagen

Copenhagenbenefits from a diversified metropolitan economy, a
thriving labour market and gdosocial indicators. A robust, expantiented
combination of industries bolsters its strong competitive position. The
metropolitan area is one of the most serkiesed metropolitan economies
in the OECD, with an employment share in the service sectanparable
to that of London or Paris. Business services remain the largest employer,
although the wholesale and retail sector experienced the steepest increase in



value added in the periddom 19952005 (25.5%). Copenhagdinastsa
diverse mix of economispecialisations and a strong competitive advantage
in biotechnology, a field in which it has become a European leader. Unlike
many ot her OECD metropolitan areas, Copc
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 unemgloent and remarkably little income
disparity between regions but also contains one of the most equal income
distributions in the world.

Copenhagenbds critical mass i s
enhanced by the @resund region

At the regional level, the opening of the @resBnidige, which links the
City of Copenhagen to Malmé 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 Ewpe: of the metropolitan areas in Europe, it is one of the
farthest removed from market potential. Crbssder commuting traffic
remains limited, although it has risen steeply in the last decade, and the
@resund region is not yet an integrated and funatidabour market.
However, it holds great potential for synergies in regional labour markets
and among firms in knowledgetensive activities such as medicine,
pharmaceuticals, and the information and communication technology
industries, which are respsible for a high number of patents. The @resund
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 environmentaligndfy. These
organisations Medicon Valley Alliance, @resund IT Academy, @resund
Food Network, and @resund Environménalready play an important role
in promoting networking and integration across the region, and show a great
deal of promise. This nexis buttressed by the 12 universities and Q60
students in the @resund region. Working in collaboration with researchers,
business leaders and policy makers, the Jredumidersity, created in
1997, has helped to identify driving growth clusters andatdlitate the
development of networking associations in these areas.



l'ts 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
themiddle range of OECD metropolitan areas and falls beimagr North
European metropolitan areas (Stockholm, Helsinki, YOslderms of GDP
per capita and productivity. Its economic prospects are clouded by its recent
modest growttperformance: real annual GDP growth averaged only 2.0%
in the 19952005 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 fiefd
bi otechnol ogy, Copenhagends economic base i:
of specialisation in technologgtensive industries. Although process
innovation and notechnological innovation help to contribute to the strong
exporting performance of soménhs, the relative underrepresentation of
knowledgei nt ensi ve activities coutdrrd j eopardi se
competiveness, given increasing competition from cities in emerging
countries. As is the case in many OECD metropolitan areas, Copenhagen
mustconstantly 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.

é a nd lendedly a shortage of
skilled workers and aapacity 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 woeks Labour market shortages already
constrain growth, particularly in areas that are critical to maintaining
Copenhagendés international competitivene
also in the hotel and restaurant industries, graphic design, the
welfare sectorsuch 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. Inteegional labour mobility, from
Malmo and the Skane 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 capacityCopenhagen 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 hightech and medium higtech sectors. Copenhagen
registered around 400 patents per million of its working population;
half the figurefor Stockholm and a third of the number Munich.

In Helsinki and Stockholm, between 7% and 8% of university
students argursuing 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 a€itigeDevelopment
Strategy the Business Development Strategfythe Growth Forum of the
Capital Region and thRegional Development Plasf the Capital Region.
Although these plans do not entail any outright contradictions, they do not
provide clear priorities on how to sharpenpCe@n hagends competitivenes:s
The processes leading up to the elaboration of these plans have increased the
i nvol vement of strategic actor s, but the pl
missed opportunity to sound the sense of urgency that is needed to enobilis
more support in the effort. The national governnuentdd play a key part in
formulating a strategic policy, considering its important role in many of the
areas crucial for Copenhagendbs competitivene

ét hat 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 dn2) fostering innovation and
research. The appeal of Copenhagen as a location to live and work could
also be improved by 3) upgradingfrastructure and housing supply and
cultivating a better environment. Finally, 4) governance provisions for
implementirg economic developmentuld 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.

T First, t hévelpobattainmentin highedesdlucatitmaverage
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 I|Iies in Denmarkés h
show that without policy changes, around 95% of the students
Denmark leaving primary school in 2005 will start secondary education,
but that only 79% will complete itOnly 48% will have completed
tertiary education by 2030, and less than 30% will have completed a
vocational degree.

1 Secondthe late entry of stients into the laboumarketis an issue.
Among OECD countri es, Denmar kds workers ar
they enter the labour market. Students take extended breaks between
secondary and tertiary education, and generous student grants create
incentivesto 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 408&e still enrolled in tertiary
education six years | aé¢tene eaniligs,i s reduces a
leaving fewer years to practise the acquired skillthe labour market,
and much of this loss is carried by public finances through foregone tax
revenue.

9 Third, theexisting foreign labour force is undetilised The figures for
aggregée employment of immigrants in Denmark are low. Employment
rates for nativeborn Danes stood at around 78% in 2005, as compared
with 56% among the foreigborn, and 51% fothe foreignborn from
nonOECD countries. In few other OECD countries is the digpar
between employment rates for immigrants and the ntive, 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 anywkr than those in other
countries. The gap in employment rates between highly skilled native
born and foreigiborn workers is even higher (19%) than the gap for
low- (15%) and mediunrskilled workers (15%). This is particularly
challenging for Copenhagenhere most of the immigrants are located
and where labour market scarcity is most acute. Immigrants could
increase their educational attainmérfforts to reduce the dropout rate
in secondary education were intensified.
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9 Fourth, Copenhagen has a lacklastrack record ofttracting high
skilled foreignersand the number of immigrant arrivals, as well as of
foreign student s, is relatively | imited.
population is below average compangith that of other metropolitan
areas. Eglish-speaking metropolitan areas obviously enjoy an
advantage in this respect, but many -omglishspeaking metropolitan
areas have highehares of foreign populatidhan Copenhagersince
immigrants tend to locate in places where they alrehdye
acquaintancesstablished immigrant cities such as Toronto, New York
and London can more easilattract highly skilled foreigners.
Copenhagen does not have this advantage, and must put in more effort
to attract foreign labour.

Students enter late ihe labour
mar ket é

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 educations free, and grants of up to six years are provided to cover
st ud kving exgienses. 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 lies¢ 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
loansto be repaid after graduation.

éand i mmigrants are not fully
integrated

The skills of current immigrants clolialso 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 examplethrough 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 enhancinghe integration of immigrants into the labour market,
but only limited use has so far beendeaf enterprisdased job training, a
promising means of di spelling empl oyer sd
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qualifications of immigrants and thelack of experience in the Danish
labour market. The Employment Region Copenhagen and Zealand, as well
as the job aatres in the areasould come up with an action plan with the
business sector, presenting ways to increase entepassel job training for
immigrants.

Attracting talent is a challenge

Given its moderate global appeal, Copenhagen could more actively
recrut foreign workers. The City of Copenhagen banelies as onef the
50 most globally connected cities as regards businessdirdiaternational
services, and cannot be considered a major airline hub. It has relatively few
major internationally orienteccompanies, making it difficult for foreign
workers (and their spouses) to find appropriate career opportunities.
Furthermore, C o p earehlasg eutnardlyprientedthae r si t i es
universities in other metropolst tan areas. (
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 appeacstave 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 event€onsidering 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
headquartersfdoreign firms that generate knowledge spillsyeas well as
employment opportunities for the spouses of highly skilled immigrants. As
regards the competition for global events, this may only be relevant for
Copenhagendés competitiveness as |l ong as it
appeal as a place foighly skilled foreigners to live and work. The city
could reconsider its policies for attracting firms, tourists and international
events in this lightSerious reflection is warranted on how a World Expo in
2020, currently under consideration by the thieeels of governments,
coul d hel p to increase Copenhagenos attrac
foreigrers
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An ambitious campaign to recruit
foreigners with particular skills could
be launched

Copenhagen could refine its strategy for recruiting foreign werkée
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 smlled Copenhagen Brand Book. Copenhagen likes to
present itself as an eimenmental capitabn the coast, with high quality of
life and a healthy work/lifdbalance. However, this may not be sufficient to
compete with other Northern European capitals for attracting internationally
mobile highly skilled labour. The City of Copeaden, with the Capital
Region and other local authorities, could try to refine its image and
experiment withmore ambitious measure8.igr een cardo scheme and t
arrangements for highly skilled foreigners have been adopted nationally, but
these policiesdo not constitutesufficient incentive bycomparson with
those ofmany other OECD countries. A more active approach is regoyjred
all levels of governmentas well asuniversities and businesses, if
substantially more highly skilled peopége b be rean i t e d . Copenhagenos
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 empat
affairs, the Wlcome Shop; this initiative needs to be expanded and
marketed. Celebrating cultural diversiguld be systematically included as
part of Copenhagendés event strategy. The C
Capital Region could develop a campaign to attract higthilled
foreigners, conducted by a loaal 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 consideredéeé

At the nationalevel, 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 ofipg 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 schesoenswhanarrowly
conceived, and a more general appro&twarranted, since it does not
addess 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 fdime earnings, although R&D employees,
mainly scientists, may also benefit from thgramme 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 fiveyear limit necessitates more staff turnover than may be desirable
and militates against loAgrm 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 tak® proposals to this effect.
Alternatively, tax accommodations for foreign workeuld be
reconsidered: to effectively attract and retain highly skilled foreign workers,
the tax exemptiorcould be allowed for a longer period and for more
categories of wrkers.

éand universities have a key role to
play

Universities could make more active efforts to attract international
studentsgiven that they are a potentially important source of highly skilled
labour. Universities in Copenhagen are not particularly agapted to this
strategy. Denmark has fewer international students than many other OECD
countries, andhe 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 scoresomewhat 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 taefgners in
research. The share of international students in Denmark has incbyased
35% from 2000 to 2005, as compared with 49% in the OECD as a whole.
Universities could do more to actively comp#ir international students so
that a larger pool of pettial foreign talent becomes available -Geration
at the @resund University is needed to reap concrete benefits like economies
of scale (merging faculties or courses); a common internationalisation
strategy is recommended for targeting countries frohichv to attract
students. Students could be engaged more by regional internships, teaching
and research projects, and by increasing student mobility thsagporting
student travelling expenses.

Il nnovation capacity is averageeé

Copenhagen scores average @search and development indicators,
both with respect to share of GDP invested, humber of highstafhand
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number of patents per inhabitant. Although firms in Copenhagen excel in
process innovation, usdriven innovation and netechnological
innovaion, 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 ine@wmen is health,
which has seen strong growth since 2000 and which benefits from the
extensive Danish data registers that gather health andemmomic data.
Although health science in Copenhagen performs better than elsewhere in
Europe, career posdliies 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 pdgtment 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 innovdtas
been on the commercialisation of research. M@ instruments chosen to
achieve this have been university patenting and science parksgsamd
result, Copenhagen now haswide variety of technology transfer offices,
incubators and science parklowever, 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 resufitthe Danish Law on
University Patenting, and only a minor part of this decline hasmerged as
inventive capability in universitpwned patenting or in the establishreh
university spiroffs. An assessmeinf 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 stsgipat
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 univieihitgtry
co-operation. This could k& 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
@resund Science Region, leading to more -operation on
commercialisation of research among the universities in the region (more
common projects, for example).

éand an -basdresearch v e
funding scheme

The quality of research could be improved by the introduction of more
incentives to fund it. Denmark has a tiier system forhe dlocation 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 grant&cilitate long-term planningfor the universities,they offer
no incentives for efficiency, relevance and impact on socidlyg.
mechanisms are in place to ensure that the institutions producing the highest
quality research are rewarded. The complexities of the second tier can easily
becomeopaque 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 secondier funding is needed.

Entrepreneurship policies could be
aligned with Copenhagendés needs

National entrepreneurship policies could benefit from improved co
ordination and alignment with regional and local initiatives in Copenhagen.
The national government in Deank recently prioritised entrepreneurship,
particularly businesses that can generate rapid growth in personnel, value
added and exports. In order to stimulate kgbwth entrepreneurship,
Regional Centres of Growth were established to provide servickhede
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 conduatenits
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
sametimes appear to conflict with regional and local goals. A tension exists
between encouraging entrepreneurs to increase personn#heaatieady
very tight labour market in Copenhagen, as implementation of this policy
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would add to growing recruitment dlenges; 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
RegionalCentres for Growth. Gordination 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 dewelnt of funding

of regional centres of growth to municipalities after 2010; this could be
reconsidered. Morefocud Copenhagends entrepreneurship g
improve the results, which are currently mixed. Thsneo clear indication
thatthe creatie 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 additioithe synergies of creative industries
with other economic sectors could be systematically expléoeedxample,

with the life science and environmental sectors. The City of Copenhagen
could play a role in stimulating the creation of irtectoral netwdss aimed

at creating these synergies.

Attractiveness is an asseté

Copenhagends reputation for l'iveability c
Although it scores well on several rankings as regquddity of life andthe
quality of its public services, the city f&& some challenges, particularly
with regards to:

1. Infrastructure Even though traffic in the Copenhagen metropolitan
region is farless congested than 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
challengess far agexternal accessibility is concerned. The construction
of the Fehmarn Belt Link provides an opportunity for linking to the
European higispeed rail network. Howevethe railway connection
between Ringsted and Copenhagen is still under discussion. Although
the @resund Bridge has stimulated cfbesder traffic, it could be
further utilized as a means of creating a functionally integrated area.

2. Housing. Housing priceshave 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 somaf the highest housing costs relative to incomthén
EU. In 2003, Danes spent 28.6% of their income on housing costs,
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surpassed only by Spain and Swedeonsequently,asidents generally
perceive the City of Copenhagen as a place where it is difficult to find
moderately priced housing, especially rentalts. 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 sustainabilitf@openhagenenowned 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 workkssues related toultural amenitiescrime
and air quality, however, remain. The City of Copenhagen has a
collection of fine cultural institutions, but lacks certain facilities, for
example a largscale multiuse indoor facility for live performances.
The limited number of tourists to the city indicates a lack of awareness
worl|l dwi de of Co p e n h &rgre ratéssare lighbran ameni ti es
than in several similasized metropolitan areas in the OECD: the rate of
car theft from 2003 t@006 was for example @er 1000 inhabitants, the
seconehighest among European capitals. There is room for
improvement with regards tir quality: though the City of Copenhagen
has one of the lowest sulphur concentrations, many large cities in the
OECD have lower concentratisrof NG, 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 aver dogwas excaddade®4 f or PM10 (5

timesinCopehagen, 29 more days than EUO&s per mit
éthanks to solid infrastructure
endowment

Strengthened infrastructure policies can ensure that proximity and
relative lack of congestion continue to be an asset for the reguan.
development of smart tnaport infrastructure is important for urban
competitiveness, not only to capitalise on transit needs esmudurage
economic growth, as well as proirid proximity and agglomeration effects,
but also to mitigate the burden of transit on the environnigahsportation
is one of he three main planks of the 2008 regional development plan of the
Capital Region. To accommodate further growthitefmetropolitan area,
Copenhagen could build upon its strengths in internal and external
accessibility.
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A congestiortharge could be
considered

A congestion charge could help to limit traffic jams in the region,
following in the footstepsof other OECD metropolitan areas, like
Stockholm, London, Milan and Oslo. Congestion charges have been
discussedxtensively in the Gpenhagen 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 thiresn
Capital Region, with net benefits amounting to ERIR 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 Danidlaw, road charges are considered a general
tax and mustherefore be determined by the national Parliament. In order to
avoid adding a new tasurden a congestion charge could be introduced in
parallel with a reduction of fixed car taxes, so as to tagestion rather
than car ownership.

External accessibility could be
improved

External accessibility can be improved by making better use of the
@resund link, integrating the upcoming Fehmarn Belt link between
Denmark and Germany into the Eurepile transprtation network and
continung to improve the connectivity of Copenhagen airp&iven the
price elasticityof the @resund bridge tariffs, reconsidering the constraints on
setting tariffs might advance the functional integration of @resund region.
As for the railway connection to Germanif, the Fehmarn Link is not
established, the potentiébr connecting the European continent and the
Nordic countries will be lost. Further -@peration between both countries is
desirable to incorporate the Fehmarn Linko 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
outpaed incomes. Housing in the suburbs of Copenhagen and in the
Jresundregion 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 pasttywears. 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, dnjobs 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. Whilesimg 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 ttegy, geared towards densification of the inner core and
intermunicipal collaboration on construction, would help reduce housing
pressures in the Copenhagen metropolitan region.

édensification and increased housing
construction in central Copenhagen
cod d hel pé

Additional land use tools, particularly densification, could be utilised to
increase Copenhagends housing stock, gi ven
half that of Vienna, Munich and Berlin and less than a quarter than that of
Paris. The creation fomore 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 housingdpebhagen could
also be coordinated with the refurbishment
two-thirds of which was built before World War |Il. Heightened
collaboration with developers of moderatest housing could help reduce
the costs of appraisals, such 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, he ate in the
United Kingdom and the Netherlands.

ébut must be complemented with a
regional approach

Given population growth in Copenhagends su
city centre, and the paucity of larger sized family housing, additional
regional pokies are needed to @odinate metropolitan growth. A new



22

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 thational Ministry of Housing in
2001 and the creation of a Capital Region thatrtasmandate for housing
have reduced the capacifgr intermunicipal ceordination d& housing
policy. Copenhageoould benefit from intemunicipal ceoperationon joint
housng and infrastructure projects to address tmaiffe and fair distribution.

This would allow municipalities tgool resources for shared facilities,
especially infrastructure. Since the abolitiasf the conversion fee
(frigarelsesafgift in 2004, whichrewarded rural areas that urbanised,
outlying municipalities have had less impetus to develop new land plots. To
encourage intemunicipal coordination on land use, the central government
could consider additional mechanisms allowing municipalities to botwow
finance infrastructure These combined strategies for mobility and housing
could foster an emerging polycentric urban form.

Further collaboration within the
@resund region can increase its supply
of cultural amenities

Copenhagen does not have theigalt mass to sustain the amenities
typical of larger metropolitan areas. Whereas cities elsewhere in the OECD
can potential |l y -oparatian dot creaiet Such ran effect i e s d ¢
Copenhagen is not situated within sufficient proximity to the othgela
Danish cities. It is, however, close to Malm¢é and Lund, which could
potentially provide promising synergies. This would requir@ibnation of
policies in the @resund area to expand cultural amenities, housing,
international events, marketing andrism. The City of Copenhagen could
systematically identify where a lack of urban amenities weaken its position
vis-a-vis other metropolitan areas in the OECD, and where amenities in the
Jresundegion as a whole could fill those gaps.

Copenhagen could becw® one of the
most environmentally friendly city
regions

Finetuning environmental policies could help the City of Copenhagen
realise its ambition to become the greenest cajritaEurope. Myriad
environmental initiatives are in place: the City of Copeeinagas agreed on
a strategy to reduce G@missions 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 CO
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emissions by 25% since920 and to ensure that around 36% of its

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

City of Copenhagenés sustainability, includ
Additionally, improved energy conservation techniques could reduce
Cppenhagends e ¢ o hnal @¥panded publio oepatingi of t

environmental and climate change data could be instituted to better track

this. Finally, an ecosystetmased planning approach and continued eross

border environmental eoperation is calledor, given the permeation of

pollution in the @resund region.

A common agenda for Copenhagen is
needed?é

Copenhagen needs a common agenda to increase the availability of
highly skilled labour, boost innovation capacity and enhance the
attractiveness of theegion. 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 strate@y7inl@ 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 sartiene, they have not sharpened focus on
priorities. The underlying assumption has been expressed in city and
regional documents as HAyoafcombding have botho:
seemingly contradictory goalsn reality, policy tradeoffs are warranted,
especially in the matter of where to invest scarce resources and on what
areas to focus policy. One of these traffs is maintaining the welfare state
(with correspondingly high taxes), or fostering a more entrepreneurial city
(and country). In many cas, these tradeffs 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 gxemis a worthy
goal, but whether it is a reliable way of attragtimighly 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 packge 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 regionbés competitiveness.
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ésupported by the main stakehol derseé

Main stakeholders will have to be involved ite agenda for
Copenhagen, so that resources and instruments focus on the same goals. The
Capital Region will need the emperation of the municipalities in the area,
as well as of the national government , t o
appeal. During thel1990s, the national government recogeis the
i mportance of C o p avithiothey European ditiesymthie t i t i on
formulation has been effective due to the <c
of the value of Copenhagamdits co-operation with regionactors,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.

éwi t h r owmmehtsintheg
area to implement this agenda

Considering Cop e inlha gagonadeconamy,altthea | rol e
actors concerned, including the central government, have a stake in ensuring
that governance frameworks and policies help to boost tinpetitiveness
of the Copenhagen metropolitan region. Many of the obstacles to its future
competitiveness are directly or indirectly related to national policy:
() national immigration and tax policy have made Copenhalgss
attractive to higkskilled foreign labour, (i) housing legislation has made it
difficult to solve issues of housing affordability, (iii) particular differences
in national legislation of Sweden and Denmark have hindéesfiinctional
integration of the @resund region, and (iv) théamal 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 n
as compred 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
Copenhagendés competiti vancia pesspectivet o0 account .
subnational 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 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. Thesestraints are even larger
for the Capital Region, given its complete lack of taxation powers.

The structural reform compromised
metropolitan governance &

The 2007 structural reform has not fostered governance within the
Copenhagen metropolitan region. §mational reform created a regional
authoridi n t he case of CopenbBalgckhas t he fACapita
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.
Although the reform was remarkabileem an international comparative
perspective, its ability to promote metropolitan governance in the
Copenhagen metropolitan regiaras minimal. With the structural reform,
the City of Copenhagen has lost its special pmsiind some of its former
responsibilities, in contrast with the practiadsthe 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 ceordination, the Greater Copenhagen Council, was
abolished. TIs structural reform trarisrred 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 thehabitants 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 flovs is, however, considerably larger than the Capital Region
(2.4as compared th.6 million inhabitants). Moreover, structural reform has
complicated metropolitan eordination: whereas the municipalities in the
Greater Copenhagen Council formed part o€ fimore or less equivalent
counties, the same area is how 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 crossicipal ce
ordindion atthe regional level.
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é and b eordinaion iscalled

f

or

D

Metropolitan ceordination 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 adaptdal lorcumstances, there are
areas where regional -@vdination is called for, for example in transport,
land use planningndlocal economic development. This is particularly the
case in Copenhagen, where commuting increasingly takes place across
administative boundaries. Some of the regionalocdination in Denmark
takes place at the national level, for example with regards to land use
planning via the Finger Plan. Most of this nationalbecdination is sectoral,
which leads to a certain lack of policgherence at the regional level. Cross
sectoral issues are difficult to address, which is sometimes a result of silo
thinking within the central governmente. a lack of ceordination between
the line ministries. Few coordination mechanisms between @opagen
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 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 ob the Ministerial
Policy Committee for Regional Policy. €wdination 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 he coordination of the programme in this
metropolitan area, as has recently been introduced for Rardigiacid in
the Netherlands, or Paris in France.

the Capital Region and other
or s é

The Capital Region will have to continueparsueits co-ordination for
the metropolitan area. As the current vehicle for metropolitaordimation,
it has spearheaded strategies for business and regional development,
engaging many stakeholders in the region. Although it has limited
responsibilitiesmost of whichare relevant to cordination in Copenhagen,
it is in effect the only instrument of metropolitan-@alination left after the
abolition of the Greater Copenhagen Council. f&sk is sensitive,
considering that it will require buiyy from municipalities hat 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 pa of the Finger Plan; they will need to be involved in
metropolitan ceordination. The experience of municipal amalgamations in
other parts of Denmark could also be considered within the Capital Region.
Integrated transportation planning is increasingdgassary 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 createdre could be achieved by
consigning all transportatn planning for the Copenhagen metropolitan
region to a single organisatiomransportatiorplanning could also be €o
ordinated with the land use plan such as the Finger Plan.

éand the internal |l ocal government
model needs to be improved

The City of Copenhgen would benefit from strengthening its internal
local government model so that it can play a more decpsvewithin the
metropolitan aredJnderthe current formula, all political parties are part of
the city government, which consists of one Lordyblaand 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 Citgpf 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 legistitam
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 alternativ@ne 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 cowmmihmittees
play no role in policy implementation.

Co-operation with other regions could
yieldlarges cal e benefitsé

Finally, closer ceoperation between the Copenhagen metropolitan
region and Denmarkés major regional cities
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 therimary responsibility of the authorities of
the different cities in Denmark to engage in such a dialogue, the national
government could play a facilitating rol&lore explicit governmental
support for the urban network throughout Denmark could help rfoste
economic synergy between cities.

é¢and Tresund is a uniqgque opportunity
to enhance competitiveness

Fostering the integration of @resund region (Copenhagen/Malmo)
through further concerted government action would Hhelgexpandthe
Copenhagen labour marké&trossborder commuting in the @resund region
has increased dramatically over the last decade, although the overall
numbers are still modest. The nearly (® commuters from Southern
Sweden (Skane Region) to the Capital Region represents a sevenfold
increase in the ten years from 1997 to 200&oparisorof European data
shows that several regions in Europe had more 4raster commuting in
1999 than @resund did in 2007. Concerted government action could increase
these crosborder commuting flows, byrpviding more harmonisation in
regulation, taxation, social security and tariffs for the @resund Link, to
promote labour market integration in the area. Several steps have already
been taken. In 2007, the institutional structure of the @resund Committee
was strengthened, and policy formulation was given increased emphasis.
This has resulted in a strategic vision for the @resund in 2008 that will result
in a common development strategy in the coming years. In 2007, the Danish
and Swedish ministers of labosigned an agreement to remaame of the
barriersto a common labour market. Several crbesder 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 Denmaitkiji\e in
Sweden. More of these initiatives would be welcome: national governments
in Denmark and Swedepould be strongly etburaged to increase €o
operation in the @resunegion. The City of Copenhagen and the Capital
Region, as well as stakeholdersclsuas the tourist promotion office
Wonderful Copenhagen and the foreign investment attraction office
Copenhagen Capacity, could also berteft@dresund region, for example in
its strategies to attract international events, tourists and foreign firms.
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Chapter 1: The competitiveness o€openhagen

This Metropolitan Review of Copenhagen studies the competitiveness of
Denmar kds capital city and assesses i ts p o
assessmentsiused as the basis for policy recommendations on how its
economic edge could be increased. This Review has three chapters, the first
evaluating the citybéds economic performance;
that could strengthen its competitiveness, dmel third the governance
arrangements in Copenhagen.

Copenhagends economy account s for al most
economy and is essential to the wming of Denmark as a whole.
Although it has strong economic sectors and has displayed a reasonably
robust economic performance in the last few ye#isseconomic growth is
likely to be constrained byhe availability of highly skilled labour, its
innovation capacity and urban attractiveness. This chapter assesses
Copenhagenos e ¢ 0 n oamd its ecenonmtp positiont hveness
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, Jutlanéfigurel.1), and several
islands the largest of whichis Sjaelland, where Copenhagen is located. A
| arge proportion of Denmar kds inhabitants,
OECD regional typology,live in areas with a population density of less
than 150 inhabitants per square kilometre. Italrpopulation is twice the
average in OECD countries. Twtloirds of Danish territory can be
considered predominantly rural; only 5% is predominantly urban; and the
rest is intermediat Whereas Copenhagen is an urban region, large part of
Jutland has a pdominantly rural character, although it contains the second
(Aarhus) and fourth largest city (Aalborg) of Denmark. Although Denmark
is a small and flat countrthe average travelling time from rural areas to the
closest urban centre, while below the OE@izerage, is relatively high
compared to that in other small countries (OECD, 2007).
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Figure 1.2Map of Copenhagen and the @resund Region
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Source The City of Copenhagen

Copenhagen is located #te margin of Europe, at the centre of the
@resund Region. The number of inhabitants living within five hours of the
capital by road or railway, is fewehan 6 million people? This relative
marginality is comparable to that of Stockholm, Dublin, Lisbod & a
lesser extent, Barcelona and stands in striking coritdstndon, Paris and
urban areas in Germany, Belgium and the Netherlands in particular, where
up to 85 million people |liveFgwe thin in five
1.3). The number opeople within five hours by planaf Copenhagen is
larger (46 million). This figure is relatively small compared with many large
cities in EuropeRigure 1.4), butt underscores the importarmte the airport
plays in connecting Copenhagen to larger marké/hile Copenhagen is
networkedto otherhubs, its geographical position in regardotber large
cities in the world puts it at a disadvantage. Since 2000, Copenhagen
beenlinked to southern Sweden (the Skane Region) via the @resund Link;



another canection between Copenhagen asmlith Sweden is through
ferries between Helsingar and Helsingborg (Skane). As such, Copenhagen is
placed centrally in the @resund Region, the cbassler region that includes

both Sjaelland and the Skaregion in Sweden.

Figure 1.3.Number of people that can be reached in five hours by road and
rail (million people)
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The geographical position of Copenhagen is both an asset and a
constraint. Considering the findings in tlitedature about the advantages of
being a coastal <city, Copenhaagblends | ocation
an asset. Because it is located on an island, connections from Copenhagen to
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other areas in Denmark are more tiomsuming than if it were locateon

the mainland, but its flathess and its several links connecting it with the
mainland and other islands compensate for this. Travel by road or train to

Aarhus, the secorldrgest city in Denmark, however, still takes several
hours, which is remarkable a country so small. In a larger European
geographical

cont ext

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

furthest removed from market potential, as suggested by th@eruof
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
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Copenhagen is the largest city in Denmark, anttguof approximately

inhabitants.

With

the

5.5million people. Within its administrative boundaries, the city of
Copenhagen currently has around 500

position
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municipality of Frederiksberg, which is located within the city of
Copenhagen, this adds up to 594 @flabitants, 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 ig#hi@ ar
which people live, work, shop and enjoy their leisure time, regardless of
administrative  (municipal) boundaries. According to the OECD
methodology, this functional area of Copenhagen is demarcated as an area
of 2.39 million inhabitants, and consiststhe city of Copenhagen, the city

of Frederiksberg and the five former counties surrounding fhEnis area
represents 44% of the total Danish population. For the purposes of this
Review, it will be considered the Copenhagen metropolitan region and th
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 Camleagen metropolitan region and its labour
market (Nielsen and Hovgesen, 2005). Limitationthaavailability of data
sometimes necessitate the use of alternative definitions for benchmarking
purposes. An alternative demarcation that corresponds to thieisiative
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 (Takh)e

The important ra@ 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 Capitabi®n consisted of 6800
people in 2007; this represents 19% of the Sjaelland workfakeehus, the
secondargest Danish city, had a population of Z80 in 2008, with a total
functional area estimated to have a population of around0@30 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 1.1Population shares of Copenhagen in 2008

Share of national

Population population (%)
City of Copenhagen 510000 9
Cities of Copenhagen and Frederiks 593000 11
Capital Region 1640000 30
Copenhagen metropolitan region 2390000 44

Saurce: Based on data from Statistics Denmark. Population data for the Copenhagen
metropolitan region refer to the situation in 2005.
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Figure 1.5Map of Copenhagen and the Finger Plan
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A functionally integrated @resundRegion 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 crudad it to remain competitive.
Whereas other ties 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
Malmé and Lund, which could potentially provide mordtical mass.
Despite the @resund Link, metropolitan Copenhagen and Skane do not yet
form a functionally integrated metropolitan area. The travelling time from
Copenhagen to Malmé has been redubeahksto the @resund Link, which
has resulted in increaseommuting flows between Copenhagen and Skane.
The net number of commuters from Skane to the Capital Region in 2007
was 14500; this represents around 0.65% of the regional labour force, a
modest share compared to those from areas in Sjaelland and cdmyihre
other crossorder regions in Europe (see Section 1.4.1). The average
number of travellers crossing the @resund is, however, higher than the
average number of travellers crossing the Great Belt.



Denmark is one of the finest examples in the OECDaufuentry 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 tmieseveral OECD countries, but
different from sucltountries 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 modpbsits 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 meditsized and small cities in
Denmark, Copenhagenrtis 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 econom®f the 78 mé&opolitan
areas in the OECD that form part of the OECD Metropolitan Database
(Figurel.7), Copenhagen hashe fourthhighest share inthe national
economy.

Figure 1.6 Map of the @resund Region
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Figure 1.7 Regional GDP in % of its national GDP
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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 tharaverage 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 growthhich is at least partly based on
strong exports rad innovation in higHech 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 horbga%oof 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 thestladecade. 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 perceéagewas 70% in the period 199803. Only in Japan,
Germany and Iceland was the employment groeglgenerated by the best
performing regions, higher (OECD, 2007).

Copenhagen is by far the most internationally oriented region when it
comes to scientifico-operation via cgpatents. Copenhagen has far more
foreign copatents (83% of all Danish foreign-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 thaalake up a large
share of their national economy (Tafil®). Mainland Denmark scores very
low on this indicator: ranging from 7% in Mitutland to 2% in North
Jutland.

Table 1.2Dominance of selected OECD etropolitan areas in foreign
co-patents (2004

Foreign epatent  Share of total natior

. . . Share of national
overrepresentation copatents with forei

economy (%)

index countries (%)
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

SourceeOECD Secretariatds calculations on
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 Dasth 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 rateticodarly in
agriculture, where in 2005, 39% of the turnover in Denncarkefrom the
Capital Region, but 87% of the exporB&me distortion may be involved,
owing to exports that were assigned to headquarters but not necessarily
produced thereThenume r s r ef |l ect Denmar kds strong expo
agriculture, if not necessarily that of the Capital Region. This cannot,
however, account for all the export ovepresentation in Copenhagen.
Other strong exporting positions are found in transport anghanication
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 undeirepresented are in wholesale and retail (Tat8g

Table 1.3 Export over-representation ofCopenhagen (Capital Region)

in 2005
Export over
representation Share in Danist Share in Danist
index turnover (%) exports (%)
Agriculture 2.21 39 87
Public and personal services 1.63 55 90
Finance and business services 1.25 61 77
Tranport 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

SourceOECD Secretariatédés calculations based on data o

Spill-overs to the rest of Denmark

The stong position of Copenhagen has important ramificatianthe
rest of the country. This is not selfident: many cityegions in the OECD
are doing well without necessarily benefiting the rest of the country. These
benefits can flowboth via economic likages and via scientific €o
operation’

i) Economic linkagesThere are strong economic linkages between
regions in Denmarkior every 100 jobs created in Copenhagen via direct
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investment from abroad, 20 jobs are indirectly created elsewhere in
Denmark, vhereas for every 100 jobs created in the rest of Denmark
indirectly 7 jobs are created in Copenhagen (Copenhagen Economics,
2004)*° Another study has measured what the the regional impact would be
of the abolition of tolls on the Great Belt bridge, whiictk$é Sjaelland to the
island of Fyn and to mainland Denmark.igktudy gives an indication of

the regional economic linkages between Sjaelland and the rest of Denmark
(Madsen and Jensdutler, 2004). The result of the zew@l on the bridge
would have psitive 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 unemploymerih the Capital Region and other regions in
Denmark, such as Central Jutland, show a remarkable similarity (Figure
1.8). Two regions could of course theoretigdhave 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 expeted. 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 seém other business cycle indicators, for
example,bankruptcy rates. Analysisf dhe 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 (1992000 and 200®3), the national cycle lags behind
Co p e n h arglieating & close correlation between the impact that the
cascading effects of changes in business cycles in Copenhagemtthee o
rest of the country (Figure 1.9).

Analysis of the spillovers from sectors, such as tourism, shows that
Copenhagen thas aevidar megiongl 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 régjuhavers
from tourism to Copenhagen; more than half of the employment connected
to tourism is incommuters, and only 83% of the local private consumption
generated by tourism has been shopped for in Copenhagen; so there are
commuting and shopping leades to a wider regional area (Zhasigal,

2007).
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Figure 1.8 Monthly unemployment mutations 200607

SourceOECD Secretariatds calculations based on data of



