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General aim of the paper

• We present a conceptual and applied framework 
addressing the relationship between knowledge 
and regional growth.

• Empirical evidence shows consistent 
discrepancies between knowledge inputs and 
regional growth. Although several studies tried 
to understand this puzzle, existing explanations 
are not sufficient. 



Economic growth is weakily related 
to patenting activity

y = -4E-05x + 0.0364
R² = 0.0721
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Specific aims of the paper

• Stress the limits of previous conceptual 
approaches (and in particular, why knowledge 
creation does not necessarily lead to growth); 

• Present our own conceptual approach on the link 
between knowledge and regional productivity;

• Empirically test own conceptual approach on 261 
European NUTS2 regions.
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2. Our conceptual approach

• The success of a territorial system does not 
depend only on the quantity and quality of the 
material resources which agents accumulate. 

• Propensity to cooperate, to exchange ideas, to 
interact in a socially homogeneous local 
environment is an important element for 
knowledge development and exploitation.



Territorial capital

• Intangible elements are part of a territorial capital, a 
concept recently put forward in the policy arena (OECD, 
DGRegio)

“Each Region has a specific ‘territorial capital’ that is distinct 
from that of other areas and generates a higher return for 
specific kinds of investments than for others, since these 
are better suited to the area and use its assets and potential 
more effectively. Territorial development policies (policies 
with a territorial approach to development) should first 
and foremost help areas to develop their territorial capital” 
(European Commission, 2005, p. 1, cited in Camagni 2008).



A conceptual classification of territorial capital
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A classification of territorial capital
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Some reasons why cognitive elements 
may matter

• Persuading others to act as desired may be less 
expensive with homogenous societies, where 
people understand each other (Mc Closkey and 
Klamer 1995);

• Transaction costs may be lower;

• Cheap talk may convey more information and be 
more likely to reach stable equilibria (Farrell 
1995).



Testable assumption

The higher the presence of cognitive 
elements of territorial capital in a region, 
the higher the region’s capacity to exploit 
knowledge and achieve increasing returns 
in growth processes. 



Empirical tests - 1

• The first test is carried out on a model à la Lucas 
(1988),  in which cognitive elements in the territorial 
capital domain generate increasing returns. The 
growth equation we test is
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What we study – 1.



Empirical tests - 2

• We also show that the concept of territorial 
capital can explain productivity levels in a more 
traditional knowledge production function 
approach. We therefore estimate

 TCKIFSINFHINVTFP 



What we study – 2.
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Data base and sources – 1.

Variables Source

GDP, labour force, human 

capital

EUROSTAT

Transport infrastructure (kms. of 

roads)

ESPON project 1.2.1, Mcrit

Cognitive components in the 

territorial capital domain

European Values Study



Data base and sources – 2.

Domain Question Scale
Community organizational
life

How often spend time in clubs and voluntary 
associations? 1 every week

2 once or twice a month

3 a few times a year

4 not at all
Engagement in public
affairs

Participation in any social activity
0-1

Community volunteerism Voluntary work in any community activity 0-1

Informal sociability Agree that “Most people can be trusted” 1 trust them completely

2 trust them a little
3 neither trust nor distrust 
them

4 do not trust them very 
much

5 do not trust them at all



A map of cognitive elements

Participation, reputation, trust (2005 data)
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Empirical results – 1.

OLS 1 OLS 2
Fixed 
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Empirical results – 2.

Variable OLS estimates
Investments .14

(.02)
H .33

(.04)
Infrastructure -.10

(.01)
Financial services .04

(.02)
Knowledge investments .02

(.01)
Territorial capital .04

(.02)
constant -.79

(.19)

R2 .22
within -
between -
Number of obs 1160



Conclusions – 1.

• We address the relationship between innovation
and economic growth. We claim that the former
does not necessarily lead to the latter. The reason
why this passage may not be automatic is
assumed to be territorial capital.

• We identify a particular subset of variables which
may be responsible for fostering socio-economic
interactions and mutual understanding in a
spatially-bounded context.



Conclusions – 2.

• We test our hypothesis in a Lucas (1988) framework, where
cognitive elements explain the formation of increasing
returns to regional growth; we find that collective learning,
mutual understanding, reciprocal trust and social
commitment all play a major role in determining economic
performance.

• The role of territorial capital elements is also tested in a
simpler knowledge production function approach. The
exercise demonstrates that territorial capital is positively
correlated with economic performance even in this more
conventional setting.



Thank you!

• Results are consistent with a different choice of
cognitive elements indicators. However, we aim
at strengthening the empirical results by
testing different specifications.

• Work is still in progress…


