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In this article we chart the emergence of functional region level analysis and
policy implementation in Finland and attempt to clarify its significance for the
analysis of Finnish regional development in the latter half of the 1990s. The
characteristics of development in terms of regional gross production, employ-
ment, and migration at the national level show a propensity towards increas-
ing polarisation: more and more districts are below the national average as
economic development agglomerates to fewer growth centres.
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Introduction

Regional analysis often draws from statistical ma-
terial based on conventional administrative units,
i.e., municipalities or regions in the Finnish case.
In 1999 – the date referred to by the statistical
material used in this article – there were 452 mu-
nicipalities in a country of five million people. It
is thus obvious that most of the Finnish munici-
palities are simply too small in spatial terms to
be used in the comprehensive analysis of region-
al development trends. On the other hand, the
alternative level of spatial unit analysis, namely
the 19 regions (in statistical and administrative
vocabulary), is too heterogeneous to portray the
actual spatial patterns of Finnish society.

It is for this reason that the more recent con-
cept of district has risen in status to become the
significant functional level in the Finnish urban
and regional system. The concept refers to ag-
glomerations of municipalities that are grouped
together according to their functional orientation
in order to reflect the actual daily operational con-
ditions of people, enterprises, and community or-
ganisations. In the urban context, the concept of
district refers to functional urban regions (FUR).

District is a useful concept also when analys-
ing regional development from a functional view-
point. Using district as the level of analysis makes
it possible to distinguish internal development
dynamics from the features of external develop-

ment more explicitly. Internal dynamics refers to
development conditions and features within the
functional urban region, while external develop-
ment relates to the inter-regional, national, and
international levels. The most important quality of
the concept of district is thus its capacity to ex-
tend beyond administrative boundaries. As a re-
sult, the needs of economic activity and service
production can be mapped more efficiently. This
leads to more coherent strategic planning, vision-
ing, and, for example, to the rationalisation of
public service provision.

Furthermore, some interesting data, such as that
on GDP per capita, are not available for public
use at the municipal level in Finland due to data
protection and confidentiality arrangements re-
quired by the Statistics Act. Municipal data re-
mains useful in the analysis of the internal dynam-
ics of a district, however – in the study of the dy-
namics of, and between, core cities and fringes.

The Ministry of Interior inserted a district gov-
ernance level between the municipal and regional
levels in 1994, thus giving shape to the current
Finnish administrative structure for urban regions
and inter-municipal cooperation. In governmen-
tal – and also in statistical – terms, the English
term “district” has also been referred to as a “sub-
regional unit” (Aluekehitysalan…1998). In tan-
dem with the municipal and region-level divisions
undertaken in the late 1990s, this drive towards
the creation of districts has played a central role
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in the implementation of regional development
policy and statistical monitoring. At the operation-
al level, districts are thus utilised in targeting re-
gional policy incentives according to their dispar-
ities and characteristics.

District units were defined by the Ministry of
Interior in accordance with travel-to-work patterns
and volumes as well as by means of an analysis
of the existing co-operation structures between
municipalities. In 1994, Finland was divided into
88 districts, each composed of several municipal-
ities. Three years later, the division was slightly
modified: three districts were eliminated and in-
dividual modifications were made to a further
fourteen. Thus, the number of districts in 1999
was 85 (note that the analysis in this article is
based on this division). Yet another round of mod-
ifications were made to the district division
boundaries in 2001. One new district was creat-
ed, three districts were merged into one, two dis-
tricts were eliminated (putting the total number
of districts at 82 in 2001) and boundaries were
amended in 19 districts (Municipalities… 2001).

Despite this functional delineation of district
boundaries, it must be noted that in some cases
they have simply been moulded to suit essential-
ly political rather than rational-administrative pur-
poses. For instance, the spatial identity of Fin-
land’s Swedish-speaking minority of roughly
300,000 individuals has affected administrative
boundaries in coastal areas, the minority’s prin-
cipal zone of residence (see Raento & Husso
2002: CD-Fig. 1). Furthermore, the regional poli-
cy incentives disbursed to regions and perceived
to be lagging behind in development have led
some municipalities in the rural–urban fringe ar-
eas to seek co-operation partners from amongst
those rural municipalities that are less well-off
rather than from those urban centres that are eco-
nomically stronger. Moreover, higher-level admin-
istrative boundaries, such as those at the regional
level, determine district boundaries explicitly in
some cases.

Given this mismatch between functional and
administrative boundaries (the latter are political
in nature), the need to reassess travel-to-work ar-
eas as a concept parallel to a district’s territorial
form has become apparent. According to the
method introduced by Statistics Finland, the defi-
nition of a travel-to-work area is the following: “A
municipality is a travel-to-work area centre if,
firstly, no more than 20 percent of its labour force
are out-commuters, and, secondly, no more than

7.5 percent of its labour force commutes to a sin-
gle municipality.” If a municipality is not defined
as a centre of a travel-to-work-area, it is attached
to the municipality that attracts the largest number
of commuters. Alternatively, a commuting-flow
threshold of 15 percent is used to determine
whether a municipality is attached to a particular
centre or not (Vartiainen & Antikainen 1998; sum-
marized in Antikainen & Vartiainen 1999b).

Districts and the regionalisation
process

The feasibility of using the concept of district can
also be justified within the context of urban
change. Districts (or, in a narrower sense, FURs)
are highlighted by the ongoing global process of
regionalisation (in Finnish, seutuistuminen), out-
lined in both Swedish and Finnish geographical
literature (cf. Järnegren & Ventura 1977; Ventura
& Wärneryd 1983; cf. Vartiainen 1992).

Initially, regionalisation referred to the growth
of diversified large and medium-sized urban re-
gions and, intra-regionally, to the branching out
of population growth from the centre to the sur-
rounding rural areas. In practice, economic ac-
tivities and jobs were concentrated in the centre
of these urban regions although population grew
in the fringe areas, i.e., in the surrounding mu-
nicipalities. The core (the centre) of the urban re-
gion together with its fringe areas thus formed an
increasingly interwoven and interactive function-
al region (cf. van der Laan 1998).

The process was already prevalent in the 1970s
and is now considered to be the most important
structural change impacting upon the Finnish ur-
ban and regional system. Regionalisation perhaps
originated in the development of urban centres
and the surrounding suburban municipalities,
originally pertaining to the strengthening of urban
centres and FURs as nodes in the national region-
al structure, but the district approach has come
to be viewed as important in a rural and periph-
eral region context.

The major reason for the feasibility of districts
in Finland’s peripheral regions stems from the fi-
nancial crisis in the public sector in the 1990s.
The crisis compelled municipalities to engage in
a more efficient pooling of resources through
schemes of inter-municipal co-operation. It
should also be noted that a further reason for the
emergence of this co-operation is that the struc-
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tural fund programmes of the European Union
now actively promote such activities. Generally
speaking, co-operation at the district level
strengthened throughout the 1990s, with the dis-
trict level now being considered as one of the ba-
sic levels of regional and community strategy for-
mulation and planning for both local and nation-
al policy-making. In this way, districts have come
to attract increased governmental capacity instead
of being mere statistical units of analysis.

The case of Joensuu

The Joensuu district is one of 82 districts in Fin-
land. Joensuu is a medium-sized university town
with 52,000 inhabitants (91,500 inhabitants in the
entire district). The regionalisation process is very
visible in the case of Joensuu. The engine of local
development is the city of Joensuu, a relatively

strong employment, service, and research and
development (R&D) centre at the national level.
Beginning in the mid-1970s, the district’s popu-
lation growth has been confined primarily to its
fringe areas, however. Consequently, the Joensuu
travel-to-work area is now relatively large, both
in terms of population and of physical expanse.

In Figure 1 we have determined the travel-to-
work area of Joensuu according to sub-municipal
units (normally travel-to-work area is defined us-
ing municipalities as basic units). The 15-percent
commuting threshold used to define areas belong-
ing to the Joensuu travel-to-work area is also em-
ployed in this analysis. In the case of Joensuu, the
district and travel-to-work area boundaries match
relatively well. The travel-to-work area extends to
the southern areas of the municipality of Polvi-
järvi, which is part of the neighbouring district of
Outokumpu. Co-operation in its various forms
also crosses district boundaries. As such, in rela-

Fig. 1. Structure of the Joensuu district. The centre of the district is the City of Joensuu. The travel-to-work area crosses
municipal boundaries. The Joensuu district is one of the 82 administrative districts established by Finland’s Ministry of the
Interior. The Joensuu district co-operation organisation (JYTY) includes the neighbouring district of Outokumpu.
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Vartiainen (1999a) study. The reason is that con-
ceptual modifications were made to the GDP and
unemployment statistics for 1999. In what fol-
lows, new values for 1995 are presented with re-
gard to GDP.

The threshold values describing the situation at
the end of the 1990s are presented in Table 2. The
values for each of these indicators in 1995 and
1999 (per district) are presented in CD-Appendix-
es 1, 2, and 3. Cartographic presentations for each
variable, and synthesis of each are presented in
Figures 2–4 and CD-Figures 1–7. The definition
of functionally significant urban regions used here
is based on Vartiainen and Antikainen (1998) (in
English, see Antikainen & Vartiainen 1999b).

Analysis of the data suggests that regional
growth is at its highest level in export-oriented
districts (Fig. 2 & CD-Fig. 1–2). The economy is
booming in information-technology-oriented dis-
tricts and especially where Nokia is located (No-
kia was the leading international telecommunica-
tions firm and the main engine of the Finnish
knowledge-based economy in the late 1990s).
This is particularly so for both the district of Salo,
Nokia’s home base in terms of the electronics in-
dustry, and also with regard to the Helsinki and
Oulu districts, where the local boom related to
the knowledge-based economy is most visible. In
addition, gross domestic product is also rather
high in small districts that specialise in the forest-
ry and steel industries. Such districts include Jäm-
sä and Äänekoski in Central Finland. Large and
medium-sized districts that are industrialised in
the traditional sense and have a strong economic
track record (such as Kouvola and Lappeenranta
in south-eastern Finland) remain close to the na-
tional average, however. A special case in terms
of GDP in Finland is that of Mariehamn, the cap-

Table 1. Threshold values
employed with regard to re-
gional economy, employ-
ment, and migration, in 1995.

tion to the present case, the Joensuu district co-
operation organisation (JYTY) also includes the
entire district of Outokumpu (with 13,500 inhab-
itants).

Differentiation of districts

A comparison of regional growth, employment,
and migration describes rather well the state of
spatial development at the end of the 1990s in
Finland. The sixth edition of the Finnish-language
Atlas of Finland (Suomen kartasto) included an
analysis of the characteristics of development in
1995 (Antikainen & Vartiainen 1999).

In what follows, district boundaries correspond
to the 1999 classification. We have grouped dis-
tricts according to three basic indicators of region-
al development: gross domestic product (GDP)
per capita in each district, unemployment rate,
and net migration rate. In this grouping, a district’s
growth is considered strong if the level of its GDP
is ten percent higher than the national average,
and weak if it is ten percent lower. The migration
rate refers to the number of migrations as a pro-
portion of the population in the target district.
Migration balance is considered positive if the rate
is five per thousand or higher, and negative if it is
minus five per thousand or lower. The unemploy-
ment rate is compared to the national average.
Unemployment is considered high if the level is
ten percent higher than the national average, and
low if it is ten percent lower.

The threshold values utilised in the study pre-
sented in the 1999 Atlas of Finland relating to the
characteristics of development in 1995 are pre-
sented in Table 1. These values differ slightly from
those actually employed in the Antikainen and
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ital of the autonomous Åland Islands, which is an
important private service centre for shipping com-
panies and for banking.

The GDP per capita level rose significantly in
most Finnish districts in the late 1990s. This is,
however, mainly due to the low starting levels of
1995, which were a consequence of a deep na-
tionwide recession in the early 1990s. GDP per
capita growth has been moderate only in a few
heavily industrialised districts (Kemi–Tornio, Raa-
he, and Porvoo). This, in turn, is a result of a suc-
cessful year, 1995, particularly for the steel indus-
try; production is heavily concentrated in Kemi–
Tornio and in Raahe in the northern coastal area
of the Gulf of Bothnia, close to the Swedish bor-
der. As an indicator, GDP is sensitive to econom-
ic fluctuations. The market prices of products re-
act instantly to these fluctuations.

Today a strong regional economy does not nec-
essarily entail anything close to traditional notions
of ‘full employment’. This is primarily so because
of the ‘jobless growth’ in many traditional manu-
facturing industries. This phenomenon is especial-
ly prevalent in many small and medium-sized in-
dustrial districts (e.g., Jämsä and Äänekoski). In
addition, the emerging knowledge-based indus-
tries do not usually provide viable employment
opportunities to the often elderly local labour
force. This is visible also in many growth centres
that suffer from high unemployment rates, even
though the basis of the local economy is solid
(e.g., Oulu and Tampere).

It is obvious that significant north–south and
east–west divisions in terms of unemployment
exist across Finland (Fig. 3 & CD-Fig. 3–4). These
divisions have been rather stable for decades,
however, highlighting the inertia inherent to the
economic and cultural structures of Finland’s
macro-regions. With few exceptions, peripheral

regions in northern and eastern Finland are re-
gions of high unemployment. The lowest unem-
ployment rate is found in coastal, often Swedish-
speaking districts in western Finland. Based on the
figures in the 1995 and 1999 data comparison, a
greater number of districts were below the nation-
al average in 1999, despite the sharp fall of the
unemployment rate. This perhaps unexpected re-
sult is due to two factors. Firstly, the unemploy-
ment level in 1995 was high across most of the
districts. Secondly, employment in some of the
largest districts, especially in Helsinki and its sur-
roundings, improved considerably, thus reducing
the average unemployment rate nationally.

Analysis of the data suggests that at the turn of
the millennium, migration was focused on only a
few growth centres in Finland (Fig. 4 & CD-Fig.
5–6). The districts of Oulu, Jyväskylä, Tampere,
Turku, Salo, and particularly that of Helsinki show
strong positive net migration rates. Most of these
destinations are large or medium-sized university
towns, Salo being the only exception. Migration
flows reflect local education and labour market
opportunities. The spatial differentiation of edu-
cation and labour markets was emphasized par-
ticularly during the long boom period of the Finn-
ish economy starting in the mid-1990s. Large uni-
versity districts are competitive in both of these
fields.

The growth of Helsinki and its surroundings is
reflected in the neighbouring districts as well. In-
deed, migration is increasingly directed towards
districts with a good transportation infrastructure
to, and from, the Helsinki region (e.g., Hämeen-
linna, Porvoo, and Lohja).

The Jyväskylä district has a slightly different pro-
file from the other growth centres. Here, GDP is
relatively low and unemployment remains high.
Most of the medium-sized provincial centres (e.g.,

Table 2. Threshold values
employed with regard to re-
gional economy, employ-
ment, and migration, in 1999.
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Fig. 2. Regional GDP per capita, in 1999 (Source: Statistics
Finland). For a comparison with the year 1995, see CD-
Fig. 1.

Vaasa, Seinäjoki, Lappeenranta, Mikkeli, Kuopio,
and Joensuu) have migration balances near zero.
The highest negative migration balance is to be
found in peripheral areas of northern and eastern
Finland (see Antikainen 2001).

The summary of the examination is presented
in CD-Figure 7. The two maps show that only the
Helsinki and Salo districts fall in the highest cat-
egory in all three variables. The Oulu district is
also strong but its unemployment level remains
considerably high. The number of districts in the
weakest category was 20 in 1995, but the total

number in this category had risen to 30 in 1999.
Many small and medium-sized districts in periph-
eral northern and eastern Finland also lag behind
the national average: in 1995 only the district of
Kajaani could be placed in the weakest catego-
ry, but in 1999, it was accompanied by Rovanie-
mi, Varkaus, and Savonlinna. Noteworthy in this
respect is the position of two northern regional
centres (Kajaani and Rovaniemi) in this group.
Furthermore, the trend in small and medium-
sized industrial regions in coastal western dis-
tricts such as Raahe and Kokkola is not positive
either, as they also belong to the weakest cate-
gory.

New conditions for regional
development

According to the conventional rules of regional
development in an industrialised society, local
economic growth should lead to employment
growth and, consequently, to a positive migra-
tion balance. This almost causally perceived con-
nection between local economic growth and em-
ployment changed at least somewhat significant-
ly during the 1990s, however: some regions with
strong positive economic growth suffered from
massive unemployment and out-migration (e.g.,
Kemi–Tornio and Imatra), and vice versa. In ad-
dition, the reorganisation of the service sector
challenged the generation of employment in
service-based districts in the latter half of the
1990s.

Currently, the number of winners is decreasing
and the number of losers is growing among the
Finnish districts. The winners are large university
districts and centres of the electronics industry,
whilst the losers are those districts where the eco-
nomic structure is derived from primary produc-
tion, basic industries, and public services. Suc-
cess, however, is often dependent on the chosen
variables, indicators, and databases. The dichot-
omy of “winners” and “losers” should not there-
fore be exaggerated or dramatised. A significant
number of districts in Finland are performing ad-
equately: they are not booming nor are they in
crisis (Menestys… 1999). Furthermore, the most
interesting up-swingers, Oulu and Salo, rely on
relatively narrow elements of growth and, over-
all, the actual demographic and economic chang-
es in these now prospering districts are relatively
minor.
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Fig. 3. Unemployment rate, in 1999 (Source: Ministry of La-
bour). For a comparison with the year 1995, see CD-Fig. 3.

Regional differences also exist within the dis-
tricts: very negative development trends charac-
terise some residential areas of Helsinki, while
prospering villages can be found in peripheral
eastern Finland. The former case reflects the
growth of urban problems that are now a part of
the landscape of structural change across society.
The latter case, in turn, reflects the growing role
of locality-based factors in spatial development.
In Finland this mosaic-like spatial pattern has
been typical of South and Central Ostrobothnia
where micro-entrepreneurship has played a very
significant role in the local economy.

R&D-intensive institutions, universities, and
other research and development units play a de-
cisive role in knowledge-based development. In
addition, it is essential that urban regions have a
competitive, high-competence-based position in
the international economy. Only a few urban re-
gions in Finland possess these preconditions for
development. The future criteria for success will
be even more multi-dimensional, however: quan-
titative growth will not replace qualitative devel-
opment as socio-cultural elements have a more
direct and pronounced impact on the locational
preferences of the population and the economy.

Fig. 4. Net migration, in 1999 (Source: Statistics Finland).
For a comparison with the year 1995, see CD-Fig. 5.
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