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1. Introduction

The present case study deals with a middle-sized regional centre and its rural surroundings in a typically Nordic context. It summarises recent development dynamics, and attempts to evaluate key issues, experiences and potential of partnership-based spatial planning in this particular urban-rural setting.

2. Joensuu region: some basics

Joensuu is located in the county of North Karelia, about 370 kilometres northeast of Helsinki, close to the Russian border: see Figure 1. Although its location is in a European context very peripheral, the region is relatively well connected to different directions - except to the neighbouring regions in Russia. Joensuu is the centre of the regional hub and spokes -type road network in easternmost traffic corridor in Finland. The regional airport, with six daily connections to Helsinki, and the harbour having an access to the Baltic provide services for the whole county. In addition, Joensuu is a regional centre of Finland’s railway network.

Figure 1. The study region.
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In addition to the town itself, the region of Joensuu consists of five rural municipalities, of which four (Kiihtelysvaara, Kontiolahti, Liperi, Pyhäselkä) border it, and one (Eno) lies in the region's northeastern corner. The total areal is 4300 square kilometres, of which one-fourth is covered by lakes and rivers. Agricultural land and large lakes are characteristic forms of land use in the western part of the region, whereas the eastern side is mainly covered by forests. The total population of the region amounts to 91 000; approximately 50 000 lives in the town itself, 20 000 in rural centres, and 20 000 in genuinely rural areas.

The region of Joensuu is number 11 among the functional urban regions in Finland. During the last three decades, it has grown exceptionally fast. About one half of the population growth has been caused by migration flows to the region, especially to Joensuu. However, since the mid-1990s, this trend has turned: the net migration is negative, and the total population does not grow any more. This pattern reflects national trends as growth in economic activities, employment and population has been increasingly concentrated in a few largest cities. This emphasises hierarchic features in the Finnish city system, in which the Helsinki metropolitan region is by far the leading centre of international urban interaction, innovative activities and high-level services. In addition to it, only the urban regions of Tampere, Turku, and Oulu can be considered to be diversified, developing and internationalising urban regions. In other urban regions, trends and prospects seem bleaker. In the Joensuu region, for example, the specialisation in public services cannot be considered to be a strength, but rather a weakness, for an increased participation in the global economy (Vartiainen & Antikainen, 1998).

Table 1. Joensuu region: basic characteristics.

Municipality
Population 1997 
Population

per km2 of land area

1997
Percentage of population living in built-up areas

1995 
 Industrial structure 1995

(percentage of employed labour force)







Agriculture& forestry
Industry
Services

Eno
7353
7.8
54.8%
11.9%
37.1%
48.9%

Joensuu
50980
622.5
98.5%
1.1%
22.6%
73.8%

Kiihtelysvaara
2729
5.6
41.9%
18.7%
26.6%
52.3%

Kontiolahti
11114
14.2
62.0%
7.8%
21.2%
68.8%

Liperi
11671
15.8
48.4%
20.8%
17.2%
59.6%

Pyhäselkä
7179
25.6
48.7%
11.0%
24.5%
61.9%

Total
91026
27.5
78.3%
6.5%
23.1%
70.4%

Source: Statistics Finland.

The core of the region -  the town itself and the small centres just outside its jurisdiction  - is characterised by commuting to Joensuu and common housing markets. In recent decades, families with children have moved from Joensuu to these satellites and surrounding  rural areas. This has resulted in a very scattered settlement pattern as separate houses have been built on lakesides, along roods - wherever at a distance from neighbours. In contrast, the inflow of migrants to Joensuu is based on very different motives: students and elderly people are over-represented among those people who search for urban living environments, high-level infrastructures and welfare services.

The travel-to-work-area of Joensuu reaches out to about 20 kilometres from the centre. In the outer fringe areas, agriculture continues to be an important economic activity, although it is clearly decreasing in the region as a whole, along the similar lines as in the country on the average. New forms of employment have not at all compensated for job losses in agriculture, and thus the population of the rural fringe of the Joensuu region has been on a decline.

When Finland joined the EU in 1995, the GDP per capita in the Joensuu region was about 78 per cent of the Union's average, and in the county of North Karelia (NUTS 3) the respective figure was about 72 per cent. As a result, the region is part the Objective 6 region in the period 1995-99; in fact, Joensuu is the largest town in this region (in Finland and Sweden) characterised by "an extremely low population density". Notwithstanding the structural fund operations, the gap between the region and the country's average has rather grown in recent years, and therefore the region, with the bulk of eastern and northern Finland, will be included into the Objective 1 region in the period 2000-2006.

Overall, the urban/rural form of the Joensuu region is typical to the Nordic countries. The low average population density results from the combination of very different patterns of land use. A large share of the region’s land area is completely uninhabited.

2. Recent structural trends: an overview

There are clearly distinctive stages in the evolution of regional economies and settlement patterns in eastern Finland during the post-war period (see, e.g., Oksa 1992). Firstly, the mechanisation of agriculture and forestry led to the so-called Great Move around 1960-75. Starting somewhat later, the construction of the welfare state ("large regional policy") and the process of industrialisation supported by regional policy measures ("small regional policy") contributed to the growth of municipal and regional centres, and thus alleviated structural problems in peripheral regions dominated by primary sector activities. However, since the late 1980s onwards, the deepening involvement of Finland in the global economy and in the European integration process have resulted in new development patterns, and in the restructuring of peripheral and rural areas.

Until recent times, the spacio-economic structure of the Joensuu region has been clearly conditioned by the specifities of raw-material based production. In the areas where land was reasonable suitable for cultivation and forests were owned by the farming population, the rural economy was primarily based on dairy farming. Correspondingly, where forests were mainly owned by the state and forest-industry companies, the smallholder-lumberman occupational combination was dominant. It was based on wage labour in forestry, and on small-scale farming and household production (Rannikko 1997). Industries processing raw materials, and services geared to local demand were established in centres relying on water transport.

In the setting outlined above, the logistical position of Joensuu was advantageous in eastern Finland. It developed as the nucleus of administrative and service functions, and of raw material processing, for the surrounding thinly populated rural region. In the town and also in the municipal centres surrounding it, small production units in food-processing industries were protected from foreign competition, and could supply for regional and domestic demand. The forest industry, which has formed the backbone of the regional economy in the whole eastern Finland, followed a different logic in locational behaviour. This export-oriented industry, especially capital intensive pulp and paper production, utilised waterways as transport routes, and established its large-scale production units in more southern locations. In addition to these two raw-material based sectors, small-scale engineering and other industries were found in the Joensuu region.

This economic base has undergone a profound transformation in recent decades. The process of rural industrialisation, supported by regional incentives, had its heyday in Finland relatively late; there was growth in industrial employment still in the 1980s in many regional and municipal centres in rural Finland. Yet its impact on the diversification of industrial structures has remained limited in most regions, and the industrial base of the peripheries is still in food-processing and forest industries and their supporting sectors such as metal industries.

With regard to the consolidating of the settlement pattern, the construction of the welfare state was an even more important phenomenon than the rural industrialisation. In the Nordic system, local municipalities are responsible for providing public services. As these services were provided to everybody irrespective of where he or she lives, and the state compensated for the lack of local tax base for their financing, public sector activities, especially educational, health and social services, grew rapidly in peripheral regions in the 1970s and 1980s. As the lack of scale economies in service provision is obvious in thinly populated regions, municipalities tried to steer the supply of municipal housing and land use in the way which contributed to the growth of municipal centres. Although this policy had only a limited success, it resulted in a polarised settlement pattern. Municipal centres grew into small service towns simultaneously as genuine rural areas dependent on primary sector activities were on a decline. The letter tendency was aggravated due to the closure of many private services in rural areas. Nowadays, there is practically no service network in many rural areas, it exist only in municipal centres.

Public sector growth was in the 1970s and 1980s rapid also in regional centres such as Joensuu. Educational services formed an important growth sector. Also the university sector was decentralised in Finland; for example, a teaching training college was expanded into a university in Joensuu. Its scope of activity has been stretched to social sciences, natural sciences and forestry, and it has developed, in the Finnish circumstances, into a middle-sized university unit with about 6000 students.

Table 2 summarises some aspects of the polarisation process outlined above. Of the four settlement types, only the densely populated areas experienced a combined job-population growth during the period 1980-1995. The growth rates were fastest in the town of Joensuu and the surrounding satellite settlements. The rapid increase in commuting characterises the development of the inner fringe area of Joensuu and the most accessible rural villages, resulting in a slight population growth combined with a decreasing number of jobs. Because of long commuting distances and primary sector -dominated occupational structures, the deep rural areas and the remote villages experienced a decline in jobs and in labour force. Due to the migration outflows of persons of working age, the age structure of the rural population deteriorated.

Table 2.  Change in population and jobs in the region of Joensuu 1980-1995.

Settlement type
Population 1995
Population change 

1980-1995

Jobs

1995
Jobs change 

1980-1995




Absolute
Relative

Absolute
Relative

Deep rural areas
5701
‑1255
-18%
1044
‑736
-41%

Rural villages
6247
998
16%
1353
‑345
-20%

Urban fringe areas
4652
709
18%
775
‑48
-6%

Densely populated areas
72336
14429
25%
25808
2674
12%

Total
90114
14811
20%
28987
1545
6%

Source: Statistics Finland, FEI

The political decision on Finland's membership in the EU was made in 1994, but the adaptation of economic policies to the new regime was initiated earlier. As a result, regional policies have undergone a profound change as the emphasis has turned from redistributive policies towards a pro-market approach. The key words of the new doctrine are knowledge production and innovations, competitive industrial clusters as well as the upgrading of specialised competencies.

The spacio-economic dynamics has displayed a break-up with the past during the last 10 years or so. During the crisis years in the early 1990s, gdp declined and rate of unemployment rose at about the same pace in different parts of the country. In contrast, the new growth period since 1993 has not followed the earlier pattern: the main distinction is not any more between rural and urban areas, but also most towns and cities based on home market -oriented production and public services have been on a relative decline (Vartiainen & Antikainen 1999).

 3. Intermunicipal Cooperation and Partnership in the Joensuu Region

From the perspective of local indigenous development, preconditions for the new millennium are dichotomous in the Joensuu region. Even if the occupational structure is nondiversified and biased towards public sector activities, the core region faces brighter prospects than the outer rural fringe. However, the need to adapt the prevailing industrial structure to new circumstances is not that different in these two parts of the region. A successful development process is, in the final analysis, dependent on whether resources from the sunset sectors can be transferred and upgraded to sunrise sectors. For purposes of the rural/urban setting at hand, the prospects can be conceptualised in the following way: Which are the strengths of the Joensuu region from the perspective of the national urban structure, regional division of labour, and a European network economy, and how development policies based on a regional partnership can be utilised in this particular peripheral region?

In most Finnish areas, urban centres are remote and scattered from each other. Due to this kind of spatial structure and also to the past regional and industrial policies, no clear-cut specialisation and division of labour has not evolved between regional centres in Finland. On one hand, this implies that those forms of regional partnership, which are based on the utilisation of complementarities in a polycentric urban network, are attainable only in the capital city region, and maybe in the corridors between Helsinki and Tampere and in the southwestern corner of the country. In the conditions prevailing in the Joensuu region, various forms of rural/urban -interaction is the only potentially significant form of intersectoral regional cooperation. In addition, it is possible to develop selective networking in those economic and other spheres of activity where physical accessibility and geographical location do not play any decisive role (cf. Eskelinen & Snickars 1995).

As part of the preparations for Finland's membership in the EU, responsibility for regional development was transferred from the state administration to regional councils (see, e.g., Eskelinen et al 1997). Also, a new governance level was introduced between the municipal and county levels. These districts (seutukunta) were delineated according to travel-to-work patterns and to the analysis of existing cooperative practices between municipalities. They are utilised, for instance, in determining designated areas for regional subsidies. At least to some degree, the new division has been reflected in the actual behaviour of municipalities, which have developed their mutual cooperation in terms of the districts.

In the Joensuu region, an intermunicipal cooperative body was established in 1993. In addition to the municipalities of the Joensuu district, the two municipalities of the neighbouring Outokumpu district belong to the coalition. The cooperation is based on recommendations aimed at guiding decision-making in the member municipalities. Its scope of activity has gradually been extended, and nowadays comprises, among other things, material purchases, waste management, and issues in physical planning covering the whole region. However, local industrial policies as well as the provision of services, which are of strategic importance for the prospects of the region, have been largely left outside the domain of the intermunicipal cooperation.

For an assessment of the potential of intermunicipal cooperation, it has to be asked whether there are in the Joensuu region such preconditions for development, which could be mobilised and utilised by means of a more focused partnership-based policies. In the field of local industrial policies, the relevant preconditions refer to common functional strengths, which would provide a basis for setting in motion a successful development process. In the other potential key field of partnership-based intermunicipal cooperation, the provision of services, results are assessed in terms of the quality, productivity and allocation of services.

Local industrial policies
Basically, there are three potential target fieds of activity in local industrial policies in the Joensuu region. They derive from the specifities of the local production structure. 

Firstly, according to an absolute and relative comparative advantage, the focus could be set on the utilisation of place-bound, exceptionally scarce, or plentiful and cheap resources. In the case at hand, this would imply policies aimed at upgrading the operational environment of food and forest industries. However, prospects for local food industries in the globalised competition seem bleak. Small production units have been closed, or merged into nation-wide companies, which try to streamline their strategy in a cut-throat competition against increasing imports. The forest industry, for its part, has for a long time been open to international competition, and has undergone continuous restructuring in the Joensuu region as well as in the whole country. The remaining large corporations have turned their investment activity abroad, and new investments by the big players in the field seem highly improbable in the Joensuu region.

Also, international forest policies, and especially the increased emphasis on environmental issues, set new demands for forestry in the region. Imports of roundwood from Russia have been on an increase, and simultaneously a growing share of forest land in most remote areas in Finland tends to be left outside effective cuttings due to environmental reasons. On the other hand, this change of emphasis in forestry implies that labour-intensive silviculture and small-scale labour-intensive wood-processing and handicraft production may provide new jobs in the rural areas of the Joensuu region. Also, it is possible that analogous developments will be seen in some sub-sectors of food production. As large units concentrate on scale economies and price competition, small and flexible local firms may find competitive niches in high-quality specialised products. Actually, the first step towards this direction have already been taken as organic farming and related food production has made inroads in the Joensuu region.

Secondly, local industrial policies may focus on spatial clusters, which grow by utilising industry-specific economies of scale and localisation economies concentrating in small specialised regions (cf. Maskell et al 1998). Even if the regional economy of the Joensuu region is small, this kind of process has been initiated in metal industries related to forestry, and in plastics industries related primarily to telecom industries. In the former field, a promising future option would be to create local synergetic links with forestry expertise which has been developed at the university and other research and consultancy units in the region.

The third option in local industrial policies may centre around so called knowledge-intensive sectors: an innovative environment and a local concentration of R&D expertise could initiate a growth process which is dependent on the supply of highly-skilled labour with the required competence profile, but not dependent on distances (see e.g, Cheshire & Gordon 1995). In the Joensuu region, this line activity is currently worked out by the local science park, which is, according to the well-known archetype, a concentration of newly-established high-tech firms, business services as well as educational and R&D units. Its shareholders include the town of Joensuu, University of Joensuu, Regional Council of North Karelia, North Karelia Polytechnic and the Joint Educational Municipal Board of North Karelia. 

The focus of the science park is set on two issues. Firstly, its aims at initiating productive activities on the basis of research concerning information technology, telematics, optics, laser optics and material technology at the Joensuu university. Secondly, the science park is the local responsible organisation for the national Centre of Expertise Programme in two fields. The Injection Moulding and Tooling Engineering Centre’s operations focus on the development of tooling technology and injection  moulding from design to production. The respective core activity of the Centre of Expertise ‑ Forest and Forest Industry is the development of specialised competence concerning raw materials and environmental issues in forestry and forest-based industries.

The science park faces high expectations, due to the fact this kind of policy seems to have worked well in some other cases in Finland. For instance, the success story of the Oulu region as a world-class core in electronics and telematics is considered to be a result of a long-standing commitment in knowledge- and technology oriented policies (see, e.g., The Economist 1999). Actually, its positive experience has, to a major degree, contributed to the fact that support to centres of expertise and science parks is currently an outstanding feature in domestic regional policies; also the expansion of the science park in Joensuu has received an important share of its basic funding from these sources. However, it should be highlighted for the present purposes that regional development activity at the science park is primarily based on networking between cities and research organisations, not on intermunicipal partnerships in the local region. In fact, Joensuu is the only local administrative unit supplying funding for the science park.

Services
In the provision of services, intermunicipal cooperation and partnership arrangements can aim at increasing productivity by means of scale economies and specialisation. However, potential savings in production costs are bound to remain limited in labour-intensive public services. Given this, the quality and accessibility of services are emphasised as important goals in intermunicipal cooperation in the Joensuu region. In practice, it implies that social, health and educational services should be differentiated according to the demographic trends of various sub-regions. For example, in the deep rural areas, the focus has to be set on the remote health care and other needs of ageing population. In the town itself, various forms of business infrastructures, high quality housing environment, as well as educational, cultural and recreational services to working population are most important priorities. In this setting, the key to identifying least cost solutions and best practises is comprehensive cooperation between the bodies of the local public sector and interaction by the means of communicative planning with voluntary work and private sector expertise in the provision of services.

Barriers to progress
The problems in raising local funding for the science park and the lack of a tightly-focused strategy in intermunicipal cooperation indicate that municipalities in the Joensuu region have not been sufficiently motivated to strive towards development policies relying primarily on local partnerships. Two probable explanations can be given for this.

Firstly, the municipalities lack functional links based on mutual interaction. Knowledge-intensive growth forms the key pursuit in the industrial development policies in the town of Joensuu, whereas surrounding municipalities rely more on primary sectors and small-scale industries in traditional industries. The latter ones are not based on intraregional subcontracting or other flows, which would create complementarities and synergies at the local level. Secondly, the prevailing organisation of local government derives from quite different circumstances. Although the 1993 legislation on regional development policies provided regional councils with new responsibilities, municipalities have preserved their strong autonomy as the units of local democracy. The development of governance and development policies at the district level is still based on voluntary intermunicipal arrangements. In this context, many municipalities do not find it sensible to transfer decision-making power to district-level organs, as their growth strategies differ, and funding relations between the state and local administration do not provide sufficient incentives for local development activities. Especially in municipalities surrounding towns and cities, it has been possible to carry out successful free-rider strategies based on commuting and other phenomena resulting from local urban sprawl processes. For different motives, also most remote municipalities in urban districts usually have reservations against partnership arrangements. 

Overall, the more remote the location of a municipality in the region, the more critical its attitude seems to be towards increased intermunicipal cooperation. The reasons for this are quite understandable: any development policies focusing on prospective growth sectors are supposed to favour more centrally located municipalities, giving rise to interest conflicts.

Overall, the implications of information technology and related innovations and organisational arrangements seem to have dichotomous implications for remote regions. Indisputably, information technology may compensate for the lack of accessibility, and thus increase the attractiveness of remote regions as business, teleworking and living environments. However, the experiences of distant work are not in line with this; at least in Finland, empirical evidence on the inflow of working population to remote rural regions is very scarce indeed. In addition, hectic innovation activities in the field of information and communications technology, are clearly concentrated spatially, and the prospective pattern of the actual production may follow a similar tendency. Those few innovative milieus, which are technological leaders, will probably stay in the forefront also in applying new technologies in various forms of entrepreneurial activity.

4. Summary and conclusions

This case draws from the experience of the region of a small regional centre, Joensuu in Finland, as a functional whole and as the target of development policies carried out as intermunicipal cooperation. The baseline analysis shed light on the preconditions for development: Firstly, declining primary industries and the streamlining of the public sector weaken the prospects in the region which has, to a major extent, relied on these activities. Secondly, according to conventional accessibility indicators, Joensuu is one the least accessible regional centres in the EU, and thus its geographical location sets constraints to relevant strategies. Thirdly, the trends in the town itself and those in its surrounding region deviate from each other in several respects. Against this background, it was assessed whether the Joensuu region would be able to set in motion a more indigenous regional development process on the basis of the prevailing industrial strengths. For the present purposes, the main conclusions can be summarised in the following points (cf. "Guidelines for case studies".

Relocation of the industrial system
The restructuring of a large-scale, increasingly internationalised forest industries and food industries do not seem to benefit peripheral areas such as the Joensuu region. However, some niche markets, based on quality, flexibility and customisation, are bound to remain; in the case of Joensuu, the potential sectors include organic farming and mechanical wood-processing. Economic activities related to the so-called knowledge society display a window of opportunity to some regions. On one hand, leading technology firms tend to concentrate on a few locations, which is in line with the experience of the car industry in the past. Yet on the other hand, a number of subcontractors are needed as suppliers to firms focusing on their core competencies. In the case of Joensuu, the development of the plastics industry is an example of this spread-out effect.

From the point of view of partnership, the new locational requirements imply at least two issues. Firstly, important production systems based on local ties have been undermined and restructured. The interests of the national champions in the food sector and those of the world-wide forest companies cannot be linked with local industrial strategies in the same way as in the past. Secondly, many successful industries evolve in terms of spatial clusters. As a result, the development of functional urban regions tend to become more segregated, and contradictions between the urban core and the rural fringe emerge. Typical examples include science parks, the function of which cannot rely on an urban/rural partnership, but which are oriented towards networks of cities and research institutes in the national and global technological race.

In the context of New opportunities on communication technologies an interesting case is the location of a customer service office of a telecom company in Joensuu. It is an example of the traditional spatial division of labour in a new form. Activities demanding high competencies and face-to-face contacts are located in metropolitan areas, and mass-market oriented distant services in less high-cost locations - in this particular case, a relocation in a global scale is hindered by cultural differences. Another topical concern is distant work. It does not seem to grow in importance, although technical opportunities have developed at a fast pace. In this case, the key problem seems to be a disparity between the qualities of a good living environment (as seen by potential migrants to rural surroundings), and the supply of remote countryside in, for instance, recreational services.

Service complementarity between city and countryside
In the Joensuu region the main goal in the joint production of services by the municipalities is set to be securing their quality, and access to them, by differentiating supply according to the demographic trends of the different sub-regions. In most remote regions, ageing population is the main target group. In contrast, in the town itself, public services focus on the provision of business infrastructures and good quality housing environments, and on the development of educational, cultural and sports services which are high in demand among working population. Due to the budget pressures, intermunicipal cooperation has been more and more oriented towards cutting production costs by utilising scale economies in different forms. For instance, the production of services has been externalised on the basis of a competitive bidding, which has in most cases benefited non-local producers. 

Local administration: prospect for cooperation between rural and urban authorities
Overall, intermunicipal cooperation has proceeded in small and cautious steps in the Joensuu region. In particular, the cooperative setting implies intricate choices to the  municipalities in the outer fringe of the region. On one hand, those municipalities are dependent on commuting to Joensuu, and thus on the development of economic activities in Joensuu. On the other hand, the prospects for their rural areas are much more conditioned by policies such as the CAP (for instance, whether it will be calibrated according to the needs of a semi-arctic small-scale agriculture) than by the location of research-based concentrations of competence. This apparent conflict has led to a passive approach towards intermunicipal cooperation: participation is seen relevant only in those sectors in which direct economic benefits exceed direct costs, but genuine economic incentives to a long-term strategic partnership in, for instance, the development of industries, are non-existent. In addition, an increased involvement in partnership arrangements is seen as a threat to the municipality's independence. It is argued to be a leap towards a merger, and the merger, for its part, it argued to lead to the situation in which the areas in the outer fringe could completely lose their say in local and regional development.

As the experiences in the region of Joensuu indicate, functionally-defined and voluntary intermunicipal development bodies, without a broader representative role or a political leadership, do not seem be able to take a leading role in regional development policies. In this setting, governance tends to be a poorly structured and a under-financed organisation in which the municipalities attempt to incorporate their own investments and financial initiatives in to regional priorities. An alternative to a strict political leadership might be to open up the regional development coalition in order to integrate and mobilise other potential territorial leadership resources (research institutions, private enterprises etc.) for development purposes. While this is obviously the base of the partnership-oriented regional development paradigm, defining a distinct path of development is fundamentally a political choice. Hence, with or without a partnership in these intermunicipal actions, the existence of a political power and a financial independency of new regional planning institutions seems to be an essential precondition for a strategic development policy in practice.
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