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ABSTRACT 
 

Cities are widely recognized as the economic growth’s engines at regional, national and 

global levels (Hall & Pfeiffer, 2000). In such a scenario, urban regeneration initiatives 

play an essential role: on one side, they make cities more economically efficient, 

socially vibrant and environmentally sustainable. On the other side, urban regeneration 

initiatives are essential to reinforce cities’ image within a globally competitive network, 

in some cases to trigger the attraction of external private investments, thus contributing 

to cope with the public sector’s shortage of finance.  

However, it will be discussed how scholars and policy makers showed some concerns 

about such initiatives, in particular, arguing that the redistribution of benefits coming 

from private investments has been difficult to achieve failing to address socio-economic 

issues thoroughly (Turok, 1992, 1993, 2005; Peck & Tickell, 2002; Tallon, 2010; 

Harvey, 1989; Healey, 1991; Dixon, 2005, Bianchini et al., 2013; Catungal et al. 2009). 

Currently, the combination of globalization in advanced capitalist society and public 

finance shortage makes equitable outcomes difficult to achieve within urban 

regeneration initiatives, eliciting new solutions and alternative approaches. 

By recasting the theoretical context for urban regeneration within the paradigm of 

economic development, this thesis aims at suggesting a new approach to urban 

regeneration, constituted by several integrated initiatives which can bring to both 

efficient and equitable outcomes. 

In so doing, this research pushes the body of knowledge forward, because, since now 

urban regeneration initiatives have been only investigated separately. As an example, 

the Schumacher Center for a new Economics (http://www.centerforneweconomics.org) 

and the Democracy collaborative (http://democracycollaborative.org) provide policy 

makers with some suggestions about the potentials of some urban development tools 

(such as Community Development financial Institutions, Community Land Trust, local 

currency) without discussing their intertwined impacts. It is hereby proposed that an 

integrated approach can be supportive of a more effective urban economic approach, not 

only in the case study selected for the discussion (the US context), but also for the 

larger policy makers and planners community. 
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INTRODUCTION 
 

 

Cities are widely recognized as the economic growth’s engines at regional, national and 

global levels (Hall & Pfeiffer, 2000). In such a scenario, urban regeneration initiatives 

play an essential role: on one side, they make cities more economically efficient, 

socially vibrant and environmentally sustainable. On the other side, urban regeneration 

initiatives are essential to reinforce cities’ image within a globally competitive network, 

in some cases to trigger the attraction of external private investments, thus contributing 

to cope with the public sector’s shortage of finance.  

However, it will be discussed how scholars and policy makers showed some concerns 

about such initiatives, in particular, arguing that the redistribution of benefits coming 

from private investments has been difficult to achieve failing to address socio-economic 

issues thoroughly (Turok, 1992, 1993, 2005; Peck & Tickell, 2002; Tallon, 2010; 

Harvey, 1989; Healey, 1991; Dixon, 2005, Bianchini et al., 2013; Catungal et al. 2009). 

Currently, the combination of globalization in advanced capitalist society and public 

finance shortage makes equitable outcomes difficult to achieve within urban 

regeneration initiatives, eliciting new solutions and alternative approaches. 

By recasting the theoretical context for urban regeneration within the paradigm of 

economic development, this thesis aims at suggesting a new approach to urban 

regeneration, constituted by several integrated initiatives which can bring to both 

efficient and equitable outcomes. 

In so doing, this research pushes the body of knowledge forward, because, since now 

urban regeneration initiatives have been only investigated separately. As an example, 

the Schumacher Center for a new Economics (http://www.centerforneweconomics.org) 

and the Democracy collaborative (http://democracycollaborative.org) provide policy 

makers with some suggestions about the potentials of some urban development tools 

(such as Community Development financial Institutions, Community Land Trust, local 

currency) without discussing their intertwined impacts. It is hereby proposed that an 

integrated approach can be supportive of a more effective urban economic approach, not 
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only in the case study selected for the discussion (the US context), but also for the 

larger policy makers and planners community. 

 

Over the last three decades, urban regeneration has emerged as the key concept in the 

field of urban planning and public policies (Couch, 2003; Roberts & Sykes, 2000; 

Tallon, 2010). Indeed, since the middle of the last century, the most advanced countries 

have witnessed the decay of entire urban areas, mainly for economic reasons. According 

to Couch et al. (2013) different reasons can be identified that have been significant in 

shaping the need for urban regeneration (demographic and social changes, urban form 

and location) but changes in the economic context are often the most direct cause of 

intervention.  

 

By reviewing the concept of urban regeneration given by scholars, academics, policy 

makers and public institutions the author will show in this doctoral thesis that urban 

regeneration can be interpreted as an economic development tool. 

Even though it is claimed to be an integrated approach among the different urban 

dimensions – economic, social and physical/environmental - the urban regeneration’s 

main aim seems turn out to be the enhancement of the overall socioeconomic conditions 

of people living in those communities. On these terms, the social and physical 

dimensions have to be taken into account in order to create the right conditions for 

economic development of a distressed community may be really socially inclusive and 

environmentally sustainable. 

 

Once having re-casted urban regeneration within the economic development tools, the 

author will focus on the ways economic development can be triggered. Different 

approaches can bring to different policy strategies and, therefore, determine the way 

urban regeneration will be set up and implemented. A good example can be the case of 

the U.K.: during the ‘80s in Britain, the Conservative Government led by Margaret 

Thatcher supported the idea of a deregulated, market-led economy to foster growth, 

which, in terms of urban policy, resulted in property-led urban regeneration policies. 

(Couch et al., 2013).  

 

Within the economic development theoretical framework, two approaches are 

recognized both at a local and regional level: exogenous and endogenous. 
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As highlighted by Diochon (2003) the characteristics that make the two approaches 

different are: 

 

• Source and nature of development impetus; 

• Structure of economic factors; 

• Key values underlying initiatives;  

• Policy strategy for development; 

• Decision-making, governance; 

• Goals. 

 

The exogenous development considers centralized locations, external to areas that need 

development, as the places where material and immaterial factors come from in order to 

change local economic and social systems. These factors can be: policy-making 

decisions, foreign direct investments (FDIs), labor force, consumers, physical capital 

etc. 

In this perspective, the territory as whole is considered as a passive element in the 

development process and, actually, the best decisions for distressed communities are 

made on the basis of merely economic considerations taken by specialists in other 

places. The local stakeholders are not considered within the development process. 

 

In the endogenous perspective the participation of local stakeholders within the decision 

making process, local social relations within the community, local institutions, 

unexploited local resources, local traditions and small and medium enterprises are seen 

as the essential factors to leverage in order to trigger the development process. The 

spatial dimension is taken into account in its entirety. As argued by Vasquez-Barquero 

(2006) “[…] economic development comes about as a result of the economic forces not 

explicitly included in the production function (flexible organization of production, 

diffusion of innovation, the territory’s urban development and the change and 

adaptation of the institutions) that generate capital accumulation and increasing 

returns”. 

 

The reviewed economic development theoretical framework will help the author to 

better delineate potential different approaches to urban regeneration. By considering 

urban regeneration as a policy instrument in order to ensure inclusive and sustainable 
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economic development of deprived communities, the author will suggest that urban 

regeneration should be differentiated in exogenous and endogenous. 

For this reason the author will try to provide a novel interpretation of urban 

regeneration, by differentiating it in exogenous-led and endogenous-based. 

In particular, the author will suggest a possible alternative conceptualization of 

exogenous-led urban regeneration as follows: 

An urban policy (or a set of) aimed at attracting, or supported by, private and public 

resources from outside a community, in order to create favorable social, environmental 

and economic conditions of deprived communities through a trickle-down effect. 

 

As well as a possible alternative conceptualization of endogenous-based urban 

regeneration: 

An urban policy (or a set of) aimed at supporting, or creating, the local 

entrepreneurship and involving the local stakeholders of deprived communities in order 

to create, first, the breeding ground for community empowerment and specialization 

and, second, to improve the overall urban conditions to deliver an inclusive, sustainable 

and efficient economic development. 

 

Each of the two above mentioned leads to different outcomes social, 

physical/environmental and economic outcomes within urban regeneration initiatives. 

 

Why governments should choose an approach to regeneration rather than another one in 

order to achieve economic development of their deprived communities? In particular, 

what are the main reasons that encourage the public sector to employ an exogenous-led 

urban regeneration strategy? 

The author will answer to this question by analyzing three connected concepts: 

Globalization, Urban Competitiveness and Urban Entrepreneurialism.  

 

The world we live in has been increasingly polarizing in mainly two territorial 

dimensions: one global - marked by international trade and investments, transnational 

communications, multinational firms seeking the best locations and deregulation among 

countries – and one local - affected by the widespread economic austerity but more 

independent, because of decentralization policies which have given local authorities 

more power. 
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In this context, cities must be able to capitalize their competitive advantages to “seize” 

such opportunities available in the global dimension in order to foster their economic 

development. The consequence is widely recognized within the literature: cities have to 

compete with one another for the attraction of resources from everywhere in order to 

overcome economic stagnancy, to create more economic opportunities, to reinforce the 

growth process (Porter, 1995, 1996; Turok, 1999; Turok et al., 2004; Chesire, 1999; 

D’arcy & Keogh, 1999; Camagni, 2002; Rondinelli et al., 1998; Lever, 1999). 

On these terms, the priority of policy makers is to develop an image of their city as an 

investment space: “the primary thrust (…) was to achieve urban regeneration through 

attracting and assisting investment by the private sector in property development” 

(Healey, 1992). 

The well-known scholar David Harvey, already in 1989, recognized this new role of 

local governments within the urban governance and he named it “urban 

entrepreneurialism” (Harvey, 1989). Harvey explicitly talked about a shift, started with 

1973 economic crisis, from a managerial approach to urban governance - which 

primarily focused on the local provision of services – to an entrepreneurial one – 

focused on strategies to attract external resources of funding, new direct investments 

and new employment sources (Harvey, 1989). For Peck & Tickell (2002), urban 

governance has been increasingly following global market rules rather than focusing on 

the local community needs and will. Redistributive social policies become secondary 

issues compared to the promotion of cities in the global market (Cox & Mair, 1988). 

 

Within this context, exogenous-led urban regeneration initiatives present themselves as 

the main strategy to bridge the gap between global and local. The former with resources 

to invest, the latter with needs to fulfill. 

Still according to Harvey (1989), there are mainly four not mutually exclusive strategies 

that “urban entrepreneurs” can employ to attract resources in deprived areas: 

 

• The offer of a substantial package of aids and assistance to the investors, like tax 

breaks, cheap credit, procurement of sites etc.; 

• Consumers attractions by upgrading the image of the place, therefore festivals, 

cultural events become the main investment activities within the community 

• Massive investments in transports, communication infrastructures and office 

provision in order to attract service industries sector within the area; 
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• Creation of public-funded specialized areas (military and defense) to attract 

firms related to that industry sector. 

 

Over the years, scholars and policy makers have labeled these sets of policies with 

specific names, which indicate the general strategy adopted to achieve economic 

development: culture-led regeneration, business-led regeneration and retail-led 

regeneration. The main idea is that these urban regeneration strategies may deliver 

economic development by attracting resources from without – such as tourism, 

businesses, investments, events, retail chains – which will distribute wealth through a 

trickle-down effect.  

On these terms, the exogenous factors turn out to be the “deus ex machina” of the 

ancient Greek tragedies, where seemingly unsolvable problems are suddenly resolved 

by the contrived intervention of some new event, or character, or object.  

The author will show that scholars and policy makers have raised concerns about such a 

kind of strategies, arguing that the supposed trickle-down effect is by no means 

automatic. The assessment of the success of these strategies cannot be based just on 

provision of services and job creation figures.  

There are several issues, both quantifiable and not, occurring as negative externalities of 

this kind of approach, such as people and local retails displacement, community 

dependency on external resources, vulnerability of places to volatile market conditions, 

places commodification, spatial fragmentation and increase in segregation.  

 

For this reason, the author will explore the potentials of endogenous development, and 

the resulting endogenous-based urban regeneration initiatives, as alternative approach to 

employ in order to avoid the aforementioned negative externalities. 

Even though already in the ‘80s the literature on global economic restructuring has 

produced a large amount of case studies that emphasize the importance of local and, in 

particular, of local civic society, from business coalitions to grassroots organizations 

(Wilson P. A., 1995), still today, both at institutional and academic level, reports and 

studies are pushing public authorities to employ an endogenous approach.  

For instance, recently, the European Union (April 2015), within the URBACT II 

program, published a document called “New Urban Economies”, where it highlights the 

importance of indigenous approaches. In particular the document says: “It has become 

clear that many traditional tools to boost the urban economy have become outdated or 
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are no longer cost-effective. Recipes such as investing in large landmark projects (new 

Guggenheims, big stadiums and global events), generous fiscal incentives or 

smokestack chasing (blindly attracting companies and investments from outside) are not 

very effective, and rarely get the economy of cities right moreover, at the EU level, 

those are often a zero sum game. There is a growing acknowledgement that cities 

should look for more indigenous approaches (author’s italic): building on existing 

qualities and assets, linking related industries to one another, mobilizing companies and 

citizens to innovate and engaging them in the discovery of promising new 

specializations” (Van Winden & de Carvalho, 2015). 

 

The author will, firstly, analyze the contemporary debate about endogenous 

development approach, highlighting its rationale and the main actors. Then, the author 

will suggest a set of actions (endogenous-based urban regeneration strategies) in order 

to achieve endogenous economic development as follows: 

• to establish a “civic think tank”, constituted by local stakeholders (community 

organizations, public authorities, private associations, etc.) , aimed at identifying 

actual community needs, unexploited hard and soft potentials (i.e. physical 

resources, socioeconomic relations, tacit knowledge etc.) available technologies 

and social innovation practices useful for urban regeneration (sharing economy 

practices and technologies like time banking, local currencies, crowdfunding, etc.); 

• to reinforce local control over land, in order to avoid displacement effects, due to 

economic development, through the establishment of specialized community 

organizations and the development of different ownership schemes; 

• to reinforce social capital through the spread of sharing economy practices, the 

promotion of collective actions (community gardens, local markets, local festivals) 

and the involvement of the community within decision-making processes; 

• to create/reinforce local socio-economic networks in order to boost local 

production’s efficiency and increase return of scale, through the establishment of a 

local currency. The latter aimed at reinforcing mutual trust and retaining 

consumptions and expenditures at local level; 

• to set up public policies (or, at least, informal agreements through sharing 

economy and social innovation practices) aimed at encouraging the development 

and improvement of a sustainable local value chain; 
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• to make available local revolving funds to improve the connection between  social 

and economic dimension and to provide additional public services; 

• to set up tax policies aimed at hiring local people and to start a new business; 

• to set up a local agency aimed at managing exogenous funds (national and 

supranational grants, donations, social impact bonds, etc.) in order to make them 

really endogenous development-oriented (for the financing of local start-ups and 

SMEs, workforce training and development,  social innovation practices); 

• to establish local agencies providing economic mentoring and “flexible” workforce 

training programs, aimed at upgrading the local workforce’s skills and creating an 

entrepreneurial culture, through “learning by doing” practices; 

• to set up public policies to foster ownership, affordable housing, shared and 

affordable workspaces. 

 

The author will analyze specific initiatives, developed both in U.S.A. and in Europe, 

which will make the above-mentioned actions operative.  

After analyzed each single initiative, the author will show how the integration of these 

initiatives within a single area-based urban regeneration strategy may bring to their 

mutual reinforcement and to multidimensional positive outcomes. 

The integration of such initiatives will allow to operationalize the new endogenous-

based urban regeneration strategy which this thesis is advocating. 

 

 

Structure of the thesis 

Chapter 1 begins by retracing the connections between the economic issues and urban 

decay that have occurred in both the U.S.A. and Europe, from the middle of the last 

century until now. Then, the chapter develops by investigating the role that urban 

regeneration has assumed during the years within such a context. After reviewing the 

urban regeneration concept, this chapter argues that urban regeneration is a policy used 

to achieve sustainable economic development.  As such, urban regeneration will be 

analyzed within the economic development theoretical framework. It will be argued the 

adoption of a specific approach to economic development bring to a specific urban 

regeneration strategy and vice versa. In particular, it will be argued that exogenous-led 

urban regeneration strategies may bring to negative outcomes. 

Chapter 1 is divided in four subchapters and it aims at: 
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• Defining the context of the research (1.1); 

• Reviewing the concept of urban regeneration in order to connect it to the 

economic   development one (1.2); 

• Reviewing of the literature on exogenous and endogenous economic 

development approaches, highlighting the role of urban regeneration as an 

economic development tool (1.2.1) 

• Defining the concept of exogenous-led and endogenous-based urban 

regeneration (1.2.1) 

• Showing the potential ways exogenous-led regeneration initiatives may be 

implemented (1.3); 

• Highlighting the main concerns found in literature related to this approach. 

 

Subchapter 1.4 draws conclusion on the developed argument. 

 

Chapter 2 has a twofold aim: on the one hand it identifies the factors able to trigger 

endogenous development, on the other hand, the chapter highlights the need to integrate 

such endogenous regional policies with additional neighborhood-scale and place-based 

initiatives.  

The reason for such a need is the potential presence of what the author will suggest to 

consider as “leakage” of regional development policies’ impacts between the regional 

scale and neighborhood scale. Indeed, also in wealthy urban region, supported by 

endogenous policies, it is possible to find whole neighborhoods not benefitting at all 

from policies aimed at supporting and fostering local assets. 

The neighborhood-scale initiatives will turn out to be the endogenous-based urban 

regeneration strategies which the author is trying to conceptualize within this doctoral 

thesis. 

The chapter will develop, firstly, covering the theoretical background of endogenous 

development. In particular, after providing a general overview of such a topic 

(subchapter 2.1), the author will investigate: 

• The role of local entrepreneurship within the endogenous development 

perspective and its socio-economic nature. The author will review the concepts 

of social capital, embeddedness and their role in the formation of local 

entrepreneurship (subchapter 2.2) 
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• The increasingly relevance of local entrepreneurship within the policy arena, 

with a particular focus on the European policy agenda (subchapter 2.2.1); 

• The concept of territorial capital and its theoretical taxonomy. In particular, the 

author will review Camagni’s argument, analyzing the territorial capital matrix 

developed by the latter (subchapter 2.3). The territorial capital matrix will show 

the potential regional assets to leverage in order to foster an endogenous 

development. 

 

Secondly, the author, by analyzing informal economy practices occurring within 

deprived neighborhoods, will develop a new territorial capital matrix at neighborhood 

scale, in order to suggest a new way to overcome the discrepancy between regional and 

neighborhood development policies’ impacts (subchapter 2.4).  

Such a new matrix of territorial capital of deprived communities will show the assets, at 

neighborhood scale, to be fostered through endogenous-based urban regeneration 

initiatives. 

 

Chapter 3 will try to provide a conceptualization of endogenous-based urban 

regeneration strategy. The aim of the chapter is twofold, since it has both proponent and 

analytical character.  

On the one side, the chapter will provide a general framework of actions - endogenous-

based urban regeneration initiatives - that can lead to an overall endogenous 

development (subchapter 3.1) On the other side the chapter will analyze the policies and 

grassroots initiatives suggested (urban regeneration initiatives), in order to show 1) how 

do they work, 2) their weaknesses and strengths, 3) their potential mutual reinforcing 

effect, if implemented together within a single strategy (from subchapter 3.2 to 

subchapter 3.6). 

 

In particular the author will show the potentials of: 

• Workforce upgrading (3.2) 

• Sharing Economy Practices (3.3) 

• Community Land Trust establishment (3.4) 

• Local currency implementation (3.5) 

• Credit Access (3.6) 
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After that, the author will explore the integration of the above mentioned initiatives and 

will highlight the resulting potentials (3.7) 

Finally the author will highlight the transferability of the model developed (3.7.1), the 

limitations of this research (3.7.2) and the contribution that this doctoral thesis has 

provided to knowledge (3.7.3). 
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CHAPTER 1 

URBAN REGENERATION AND ECONOMIC DEVELOPMENT 
 

 

 

Chapter 1 begins by retracing the connections between the economic issues and urban 

decay that have occurred in both the U.S.A. and Europe, from the middle of the last 

century until now. Then, the chapter develops by investigating the role that urban 

regeneration has assumed during the years within such a context. After reviewing the 

urban regeneration concept, this chapter argues that urban regeneration is a policy used 

to achieve sustainable economic development.  As such, urban regeneration will be 

analyzed within the economic development theoretical framework. It will be argued the 

adoption of a specific approach to economic development bring to a specific urban 

regeneration strategy and vice versa. In particular, it will be argued that exogenous-led 

urban regeneration strategies may bring to negative outcomes. 

Chapter 1 is divided in four subchapters and it aims at: 

 

• Defining the context of the research (1.1); 

• Reviewing the concept of urban regeneration in order to connect it to the 

economic   development one (1.2); 

• Reviewing of the literature on exogenous and endogenous economic 

development approaches, highlighting the role of urban regeneration as an 

economic development tool (1.2.1) 

• Defining the concept of exogenous-led and endogenous-based urban 

regeneration (1.2.1) 

• Showing the potential ways exogenous-led regeneration initiatives may be 

implemented (1.3); 

• Highlighting the main concerns found in literature related to this approach. 

 

Subchapter 1.4 draws conclusion on the developed argument.  
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1.1 ECONOMIC REASONS BEHIND URBAN DECAY 
 

Over the last three decades, urban regeneration has emerged as the key concept in the 

field of urban planning and public policies (Couch, 2003; Roberts & Sykes, 2000; 

Tallon, 2010). Indeed, since the middle of the last century, the most advanced countries 

have witnessed the decay of entire urban areas, mainly for economic reasons. According 

to Couch et al. (2013) different reasons can be identified that have been significant in 

shaping the need for urban regeneration (demographic and social changes, urban form 

and location) but changes in the economic context are often the most direct cause of 

intervention.  

The US cities experienced the decline of particular inner neighborhoods starting in the 

‘60s. Europe, despite a better welfare system than the U.S., due to housing allowances, 

has seen problems of urban blight in certain cities’ central neighborhoods and in social 

housing estates. The latter built between the 50s and the 80s (Skifter Andersen, 2003). 

 

In the end of ‘60s, the U.S. was experiencing two trends that affected urban changes: 

high economic growth and economic restructuring (Skifter Andersen, 2003). The 

former strengthened the overall process of US suburbia expansion; the latter caused the 

decline of certain cities’ neighborhoods. 

In fact, the economic equality recorded during these years (Piketty & Saez, 2003), did 

not reflect balanced urban development. It is widely recognized in literature that the 

increase of household’s incomes and the spread of cars usage, spurred the demand for 

owner-occupied housing in the suburbs (Smith & Allen, 2008). This caused a 

significant migration of mainly white inner-city middle-class residents towards more 

external areas – a process known as white flight. This migration contributed to the 

transformation of older urban areas, in already declining industrial cities, in places with 

high concentration of poverty with low-income residents and unemployed blue-collar 

workers (Skifter Andersen, 2003). Indeed, the process of national economic 

restructuring, from a manufacturing-based to a service-based economy, made some 

cities “fully employed” in the economic system and others  “fired” from it. From 1960 

to 1970 the manufacturing employment grew up by 15.2% and from 1970 to 1979 by 

8.7%. However, starting 1979, US manufacturing employment declined more and more 

because of the shift towards a service economy (Sassen, 1990). Entire cities of the 
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Northeast and Midwest that specialized in manufacturing saw themselves falling in an 

urban decline spiral. 

The following table (Tab. 1) shows data supporting the two trends mentioned above. 

The change of city population shows that those subjected to depopulation were the same 

cities to experience the loss of economic vitality. Indeed, cities in the Southern and 

Western U.S. have experienced relatively high rates of growth from 1950 to 2000 when 

compared to the Midwest and Northeast ones. And, as a consequence of this, central 

cities in the Midwest and Northeast have remained the same size or they have 

experienced moderate to severe urban decay (Smith & Allen, 2008). Metropolitan area 

population change shows the process of suburbanization of US cities. 

 
CITY/METROPOLITAN 
AREA 

CITY POPULATION CHANGE  
1950 - 2000 

METROPOLITAN AREA 
POPULATION CHANGE 1950 - 
2000 

New York from 7,891,957 to 8,008,278 
+ 1.5 % 

from 13,047,870 to 16,470,048 
+ 26.2 % 

Boston from 801,444 to 589,141 
 - 26.5 % 

from 3,065,344 to 4,001,752 
+ 30.5 % 

Chicago from 3,620,962 to 2,896,016 
 - 20 % 

from 5,612,248 to 8,573,111 
+ 52.8 % 

Detroit from 1,849,568 to 951,270 
 - 48.6 % 

from 3,150,803 to 4,366,362 
+ 38.6 % 

Philadelphia from 2,071,605 to 1,517,550 
 - 26.7 % 

from 3,658,905 to 4,580,167 
+ 25.2 % 

Los Angeles from 1,970,358 to 776,733 
 + 87.5 % 

from 4,367,911 to 12,365,627 
+ 183.1 % 

Dallas from 434,462 to 1,188,580 
 +173.6 % 

from 780,827 to 3,369,303 
+ 331.5 % 

Phoenix from 106,818 to 1,321,045 
 +1136.7 % 

from 663,510to 3,251,876 
+ 390.1 % 

Table 1: U.S. Cities and Metropolitan areas change in population 1950 - 1960.  
Data Sources: U.S. Census Bureau and Rappaport. Processed by the author 

 

The relationship among urban decay, depopulation and economic crisis was investigated 

thoroughly by the economists Edward Glaeser and Joseph Gyourko in 2005. They 

developed a model based on the study of durable housing demand and supply in 

growing and declining cities.   

Cities facing economic crisis experience reduction labor demand with a consequential 

out-migration of the labor force from these places. Because the decrease of population 

does not correspond to housing disappearance declining cities will experience reduction 
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in housing demand, which causes a rapid reduction in housing prices. In particular, the 

durable housing model predicts that an increase in population will be associated with 

small increase in prices, but a decrease in population will be associated with a large 

decrease in prices. The implication of the Glaeser and Gyourko’s model is that low-

income people and low-skilled workers will populate the urban areas characterized by 

declining housing prices. The concentration of poverty and lack of high skilled human 

capital will make it difficult for declining cities and their inner-neighborhoods to 

reverse their economic decline: “The tendency of declining cities to disproportionately 

attract the poor is particularly important if concentrations of poverty further deter 

growth” (Gleaser & Gyourko, 2005). 

 

Furthermore, the process of U.S. inner city decay was strengthened by policy decisions. 

As Jackson (1985) and Downs (1999) argue, public policies also played a significant 

role in the suburbia development. Indeed in the ‘30s a federal policy made loans easier 

to access and created tax deductions for homeowners. These privileges were given to 

housing purchases in areas outside of inner cities, where prices were rising. 

 

In Europe, the economic reasons behind urban decay have been quite similar to those 

aforementioned. However the most affected areas were older industrial areas in 

Germany and the UK, and public-funded high-rise housing estates in peripheral areas, 

throughout many different European Countries. 

Following the Second World War, European countries faced widespread housing 

deficits. At the end of the war, for example, France and Germany needed at least 26 

million additional homes at the end of the war. The response took place from the 50s 

over to the 80s: millions of housing units in new publicly funded high-rise estates were 

built on the edge of existing towns and cities (Power, 1993).  

However, the dream of facing the Post War housing deficit with the creation of a 

utopian society, as conceptualized in the XIX century by Fourier and Godin and then 

magnified by Le Corbusier with “streets in the sky” and “machine living”, was doomed 

to failure. 

Chris Couch, in his book called “Urban Regeneration in Europe” explains in an 

enlightening way the roots of European urban decay due to two main economic reasons.  

The first is the rise in the price of oil related to the Arab-Israeli War of 1973. The 

second is the European countries’ need to restructure their economic base because of the 
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emergence of newly industrialized countries. Declining profits, firm closures and a 

rising unemployment rate triggered the decrease of tax revenues and increase of welfare 

costs for the public sector. This led to cutbacks in public expenditures and services 

(Couch, 2003). The downsizing of public expenditures meant the decline of public 

works like the restoration of historic buildings, replacement of obsolete buildings, 

maintenance and improvement of publicly funded housing with services and facilities. 

In two words: urban decay. 

Therefore, the already existing problems in these “ghettos at the gate of our cities” 

(Provan, 1993), related to poverty concentration and segregation exacerbated just as 

Europe started to face the serious macroeconomic issues aforementioned. 

 

As highlighted by Fol and Cunningham-Sabot (2010), scholars and policy makers have 

given different interpretations for the urban decline process in both Europe and the 

United States – linear or cyclical - but the main causes have been always found in 

economic changes.  

State and regional governments have dealt with and keep dealing with these kinds of 

issues, by designing economic development policies both at macro and micro level in 

order to create long-term prosperity for their territories.  
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1.2 URBAN REGENERATION AS ECONOMIC DEVELOPMENT TOOL 
 

The subchapter will argue that urban regeneration can be interpreted as an economic 

development policy tool and, as such, it should be considered within a wider economic 

development perspective. In particular, such a connection will show how different 

economic development approaches reflect different ways to plan and implement urban 

regeneration policies.  This argument will be developed by reviewing and connecting 

academic literature, policy reports and institutional documents about the concept of 

urban regeneration and economic development. 

Furthermore, it is valuable to approach urban regeneration from an economic 

development theoretical framework point of view because it has the potential to provide 

a new and more structured perspective of the traditional urban regeneration approach 

and, therefore, the room to develop new and more innovative strategies. 

Additionally, interpreting the urban regeneration concept within an economic 

development perspective can provide the foundation for future research. 

 

While urban decay is strictly connected to economic downturn, it may be argued that 

urban regeneration may turn out to be an important tool in fostering the economy of 

places. However, it is obvious that not all the urban policies that promote a places’ 

economy can be considered as regeneration, otherwise it would fall in the most common 

of paradoxes: if everything is regeneration nothing is regeneration. 

Indeed, most of the time, the term regeneration has a misunderstood conceptualization 

and is used to support projects that are merely about property development or just aimed 

at improving developers’ image within an increasingly socially responsible corporate 

culture (Investment Property Forum, 2009).  

As highlighted by the Investment Property Forum (2009) research team, regeneration as 

a term is open to numerous interpretations, and the word itself means different things to 

different people. The meaning can range from large-scale activities promoting cities’ 

economy to neighborhood interventions that improve the quality of life. This lack of 

understanding among different stakeholders along with the holistic nature of urban 

regeneration creates a widespread exploitation of the term (Investment Property Forum, 

2009) and, therefore, brings to question the success of some urban regeneration projects. 

According to Tallon: “due to its nature and practice, urban regeneration is far from 
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being a completely fixed set of guiding principles and does not have a proven or well-

established track record of success (Tallon, 2010). 

 

So, what exactly is regeneration and what are the fundamentals that distinguish it from 

market-driven development projects and conventional property development?  

Urban regeneration does not present a body of clearly delineated literature, partly 

because of its multidisciplinary nature (Leary & Mc Carthy, 2013). However, a lot of 

effort has been made by scholars and policy makers to conceptualize the urban 

regeneration idea and goals, how it differs from urban redevelopment and property 

development and which urban dimensions it has to take into account in order to make 

feasible a consistent transfer from theory to practice.  

 

In the opinion of Nick Johnson, director of development at Urban Splash – a highly 

regarded urban regeneration company based in U.K.: “Development projects are money 

driven; regeneration projects will have a much broader agenda, which will involve 

working with disadvantaged communities and ensuring diversity in social and economic 

aspects, a critical dimension” (Nick Johnson in Investment Property Forum, 2009).  

Chris Brown, chief executive of Igloo Regeneration Fund – another well-known private 

regeneration agency based in U.K. - suggests that regeneration differs from 

conventional property development in that it is more about people than buildings. 

Regeneration is multi-dimensional – but must enhance the lives of people in deprived 

areas (Chris Brown in Smith G., 2005).  

For Sykes and Roberts (2000), urban regeneration is “a comprehensive and integrated 

vision and action which leads to the resolution of urban problems and which seeks to 

bring about a lasting improvement in the economic, physical, social and environmental 

condition of an area that has been subject to change”. 

Florida (2010) supports the idea of using the creative class attraction as a policy vehicle 

for city regeneration while for Couch (1990) sees the process of urban regeneration is 

one in which the state or local community is seeking to bring back investment, 

employment and consumption and enhance the quality of life within an urban area.  

 

Turok (2005) keeps unchanged the multidimensional character of urban regeneration 

defining and explaining the categories that urban regeneration looks at: people, business 

and place. In terms of people, urban regeneration focuses on workforce skills 
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enhancement and community empowerment. The aim is to enable people to develop 

their capacities, achieve their aspirations, participate and benefit from economic 

opportunities. In terms of business, urban regeneration aims at improving local 

economic performance in order to create more local jobs and prosperity. In terms of 

place, urban regeneration aims to improve the general appeal of places, providing them 

with services and facilities, in order to attract people and businesses (Turok, 2005). 

Leary and McCarthy (2013) define urban regeneration as an area-based intervention 

which is public sector initiated, funded, supported, or inspired, aimed at producing 

significant sustainable improvements in the conditions of local people, communities and 

places suffering from aspects of deprivation, often multiple in nature (Leary & Mc 

Carthy, 2013). 

 

Based on these definitions presented by academics and policy makers, it is possible to 

state that the main targets of urban regeneration are the communities – people in 

specific places - experiencing deprivation or, in the case of abandoned brownfields, 

their restoration.  

Even though it is claimed to be an integrated approach among the different urban 

dimensions – economic, social and physical/environmental - the urban regeneration’s 

main aim seems turn out to be the enhancement of the overall socioeconomic conditions 

of people living in those communities. On these terms, the social and physical 

dimensions have to be taken into account in order to create the right conditions for 

economic development of a distressed community may be really socially inclusive and 

environmentally sustainable. 

 

By looking at the institutional context, it is possible to trace the evolution of the urban 

regeneration concept, how it was meant, which were the factors that helped to change it 

and how it is conceived nowadays. 

While within the academia the concept of urban regeneration boomed at beginning of 

the ‘90s, within the institutional arena it is actually a little bit older. As noticed by 

Couch (2011), it appeared for the first time forty years ago in Britain, which was 

already experiencing a more rapid industrial change and deeper urban decline than 

many of its European neighbors.  

Already at that time, the concept went beyond the traditional and rather limited 

approach of slum clearance and physical redevelopment to one that additionally 
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addressed wider social and economic issues (Couch et al., 2011).  By looking at the 

report of the Merseyside County Council in 1975, it says: "At times of decline or even 

low growth, market forces slacken and the least attractive areas (in terms of appearance, 

accessibility and other attributes) become under-populated and derelict. In such a 

situation of population decline there might come a point when market forces would 

commence the regeneration (author’s italic) of areas of dereliction” (Merseyside 

County Council, 1975). Couch shows how the concept was further recalled at national 

level in 1977 with the White Paper Policy for the Inner Cities (UK Department of 

Environment, 1977 in Couch et al. 2011) in which it was said: “the absence of much 

spontaneous growth and regeneration (author’s italic) is one of the hallmarks of the 

inner areas” (UK Department of Environment, 1977, p. 9 quoted in Couch, 2011). 

 

However, until the end of ‘80s, the urban policies employed by the majority of 

institutions were still focused on just the physical change of the urban fabric, for both 

peripheries and inner cities areas (Robert & Sykes, 2000). Indeed, As Couch et al. point 

out (2013), there has been an international convergence in the way the regeneration has 

been implemented over recent decades. Even though each country had different 

economic, social, environmental and cultural contexts, there were similarities in the 

solutions chosen by cities to face urban decay (Couch et al. 2013). The only one that 

differed was the Germany. 

By looking at the most advanced economies in Europe – UK, France and Germany – 

that actually were, at that time, the first to experience severe urban decay, it is possible 

to realize that UK employed a neoliberal property-led approach, France maintained a 

public sector leadership within housing refurbishment projects and, finally, Germany 

took a more sensitive community- responsive approach to urban regeneration, well 

known at that time as “careful urban renewal/Behutsame Stadterneuerung” (Couch et al. 

2013).  

 

We have to wait for to the birth of the concept of “sustainable development” (World 

Commission on Environment and Development, 1987) to see the shift from urban 

policies mostly aimed at boosting economic growth, in a silo-based thinking, to those 

aimed at developing cities by also taking into account also aspects related to the 

environmental sustainability.  

 



URBAN REGENERATION AND ECONOMIC DEVELOPMENT 
 

 21 

However, the broad concept of sustainability – economic, social and environmental – 

began to be connected to urban development only farther on in years. 

The first effort was made again in the UK in 1994. At that time the British 

Government’s priority for urban regeneration programs in England was “the 

enhancement of the quality of life (author’s emphasis) of local people in areas of need 

by reducing the gap between deprived and other areas, and between different groups” 

(DOE, 1994). 

 

According to Couch (2011), within Europe and the EU, the topics of sustainable urban 

development and urban regeneration, as integrated urban policy, have been discussed 

only in recent years. After the first experiences of the URBAN I & II programs (1994 – 

1999 and 2000 – 2006), in May 2007, the European Ministers responsible for urban 

development signed the “Leipzig Charter on Sustainable European Cities” with the aim 

of improving policy-making on integrated urban development, with a particular focus 

on deprived neighborhoods (EU Ministers for Urban Development, 2007). Within this 

document was promoted a ‘‘balanced territorial organization based upon a European 

polycentric urban structure’’ including strategies for upgrading the physical 

environment, providing sustainable transport, local economic development, education 

and training in deprived areas (EU Ministers for Urban Development, 2007 in Couch et 

al. 2011).  

 

The concept of urban regeneration has been further deepened after the publication of the 

new EU agenda entitled ‘Europe 2020 A European strategy for smart, sustainable and 

inclusive growth’ (European Commission, 2010). This document sets out three mutually 

reinforcing priorities in order to support a ‘vision of Europe’s social market economy 

for the 21st. century’ based on: Smart growth – developing an economy based on 

knowledge and innovation; Sustainable growth – promoting a more resource efficient, 

greener and more competitive economy; and, Inclusive growth – fostering a high-

employment economy delivering social and territorial cohesion.  

 

In the same year, an informal meeting was held of the EU Ministers of Urban 

Development in Toledo with the aim to define a smarter, more sustainable and socially 

inclusive urban development concept for European urban areas, cities and towns (EU 

Ministers for Urban Development, 2010). In the published document, called Toledo 
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Declaration, the EU Ministers recognize integrated urban regeneration as strategic tool 

for achieving a smarter, more sustainable and socially inclusive urban model, and 

particularly to address the current urban challenges and implement the objectives of the 

Europe 2020 strategy in the existing urban fabrics and built environment (EU Ministers 

for Urban Development, 2010). In particular, by looking at the objectives that the 

Toledo Declaration set out, integrated urban regeneration results into “a planned process 

that must transcend the partial ambits and approaches that have usually been the norm 

until now, in order to address the city as a functioning whole and its parts as 

components of the whole urban organism, with the objective of fully developing and 

balancing the complexity and diversity of social, economic and urban structures, while 

at the same time stimulating greater environmental eco-efficiency” (EU Ministers for 

Urban Development, 2010). 

 

The Toledo Declaration is pretty clear about the meaning of urban regeneration, the 

benefits of the integrated approach and the key features of such policies. In particular, 

there is a specific excerpt within the document that, talking about the need to strengthen 

the urban dimension in Cohesion Policy, says: “[…] cities and towns are the places 

where most of the current and future potentials and challenges lie, and that they are key 

to achieve the goals of Europe 2020, by making Europe's economies smarter, more 

competitive, sustainable and socially inclusive” (EU Ministers for Urban Development, 

2010).  

If cities are the places where Europe’s economies occur, urban regeneration turns out to 

be an essential tool in order to make them smarter, more competitive, sustainable and 

socially inclusive. Essentially, institutions, academia and policy makers seem to have 

come to the same conclusion: regeneration as a tool to achieve an actually inclusive and 

environmental sustainable economic development of deprived areas. 

 

At this point it is important to make some important considerations: first, urban 

regeneration can be considered as a sub set of economic development and, as such, it 

can be interpreted and analyzed within the economic development theoretical 

framework. 

Second, this kind of connection between the two concepts is recognized also within the 

economic field, as it is going to be showed by reviewing the academic literature.  
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Third, it is essential to highlight that there are acknowledged scholars and authors 

arguing that the economic development concept already contains both the socially and 

environmentally-oriented emphasis and it is not just about job creation and increasing of 

income. Indeed, with the birth of the sustainability concept and since it has been widely 

realized that the economic growth of a place might not correspond to its development, 

concepts such as economic inclusion, environmental sustainability and human 

development have been more and more considered as key features of the economic 

development idea as whole. 

 

While economic growth is simply an increase in aggregate output, economic 

development is concerned with quality improvements, the introduction of new goods 

and services, risk mitigation and the dynamics of innovation and entrepreneurship. 

Economic development is about positioning the economy on a higher growth trajectory 

(Feldman et al., 2014). 

According to Ribeiro and Warner (2004), economic development is not only about 

creating jobs and raising incomes, but it also includes human development, in terms of 

education and health, and sustainable environmental conditions. They say “Business 

and economic developers in the US are increasingly recognizing the importance of 

quality of life, which includes, environmental, and recreational amenities, as well as 

social infrastructure such as child care, in attracting and retaining businesses in a 

community” (Ribeiro & Warner, 2004).  

 

The definition of economic development given by Michael Todaro (2011) is mostly 

related to developing countries but it actually fits the needs of developed countries’ 

deprived communities. He argues that economic development is an increase in living 

standards, improvement in self-esteem needs and freedom from oppression as well as a 

greater choice. In particular, Todaro specifies three objectives of development: 

 

• Life sustaining goods and services: To increase the availability and widen the 

distribution of basic life-sustaining goods such as food, shelter, health and 

protection. 

• Higher incomes: To raise levels of living, including, in addition to higher 

incomes, the provision of more jobs, better education, and greater attention to 



CHAPTER 1 

 24 

cultural and human values, all of which will serve not only to enhance material 

well-being but also to generate greater individual and national self-esteem 

• Freedom to make economic and social choices: To expand the range of 

economic and social choices available to individuals and nations by freeing them 

from servitude and dependence not only in relation to other people and nation-

states but also to the forces of ignorance and human misery. 

 

Furthermore, the economic development concept stressed by the World Bank not only 

fits perfectly the Europe 2020 key priorities, but also highlights urban planning as part 

of the overall economic development field: “[It] focuses on enhancing competitiveness, 

increasing sustainable growth and ensuring that growth is inclusive.  Local economic 

development encompasses a range of disciplines including physical planning, 

economics and marketing.  It also incorporates many local government and private 

sector functions including environmental planning, business development, infrastructure 

provision, real estate development and finance” (The World Bank, 2011). 

 

Additionally, based on their own research, Pike et al. (2006) identify the scale, the 

objects and subjects that characterize the economic development policies. As it possible 

to see, (Tab. 2) the overall concept of urban regeneration is present on different spatial 

levels or in different ways to be implemented. 

 

Level/Scale Objects Subjects 

 
 

People 

 
Individuals  
Households  
Families  

 

 
Education 
Homecare services  
Childcare services  

 
Spaces, places 
and territories 

 

Neighborhoods Communities 
Villages  
Localities  
Towns  
Cities  
City-regions  
Sub-regions Regions  
Sub-nations Nations  
Macro-regions International 
Global  
 

Neighborhood renewal  
Community regeneration  
Rural diversification  
Strategic partnerships  
Market town revival  
Growth strategies  
Local authority collaboration  
Spatial strategies 
Regional economic strategies Economic 
development strategies  
Regional development  
Economic and social cohesion  
Aid distribution 
Trade liberalization 

Table 2: The objects and subjects of economic development.  
Adapted from Pike, Rodriguez-Pose, & Tomaney, 2006. 
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Finally, the eminent economist and Nobel Prize in economic sciences Amartya Sen 

argues that economic development has to be considered the strengthening of autonomy 

and substantive freedoms, which allow individuals to fully participate to places’ 

economic activities. Therefore, economic development occurs when everyone has the 

opportunities to develop his/her own individual the capacities that allow him/her to 

actively engage and contribute to the economy (Sen, 1999). 

 

Some conclusions can be drawn at this point of the argument. 

As showed so far, there is a general agreement about the holistic and integrated 

approach that urban regeneration policies should adopt and the supposed beneficiaries 

of such policies. In particular, by highlighting the most relevant excerpts of Toledo 

Declaration and by breaking down all the definitions of urban regeneration made by 

scholars, it has been argued that integrated urban regeneration turns out to be an area-

based inclusive and sustainable economic development strategy. 

As such, it has been argued that it is possible to interpret urban regeneration within the 

whole economic development theoretical framework and, therefore, it will be analyzed 

the regeneration concept according to the economic development approaches. 

 

Furthermore, the need among policy makers, academia and institutions to state that the 

economic development pursued by urban regeneration policies has to be really inclusive 

and sustainable makes to think that the idea of economic development may not be 

connected to topic as social inclusion and environmental sustainability. 

However, economists’ perspective is quite different, since, as showed earlier, there is a 

large body of scholars who consider the idea of economic development already socially 

and environmentally sustainable. It is possible to conclude that there is not a general 

understanding of the economic development concept. 

Within this thesis, since it is strongly believed that urban regeneration should target 

deprived communities, the concept of economic development will be used according to 

the ideas aforementioned and, therefore, incorporates a social and environmental 

emphasis.  

 

Finally, this work of clarification in terms of definition, beneficiaries and aims of urban 

regeneration has not been undertaken for the sake of academic orthodoxy.  
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It is argued that by making the connection between urban regeneration and economic 

development explicit, and analyzing the former within the theoretical framework of the 

latter, it will be possible to identify new and innovative key characteristics of different 

regeneration approaches.  

 

 

1.2.1 Economic Development: Exogenous vs. Endogenous approach 
Once having re-casted urban regeneration within the economic development tools, the 

author will focus on the ways economic development can be triggered. Different 

approaches can bring to different policy strategies and, therefore, determine the way 

urban regeneration will be set up and implemented. A good example can be the case of 

the U.K.: during the ‘80s in Britain, the Conservative Government led by Margaret 

Thatcher supported the idea of a deregulated, market-led economy to foster growth, 

which, in terms of urban policy, resulted in property-led urban regeneration policies. 

The social and environmental costs of such an unconstrained and inadequately 

controlled strategy were very high (Couch et al., 2013). Berlin in Germany, experienced 

a similar situation. Indeed, in the last ten years, the policy debate has been between an 

economic development strategy based on territorial assets, which would have brought 

“careful urban renewal”, or turning the city into a global city, with a culture-led urban 

regeneration approach (Colomb, 2011a). 

Therefore, the first question that should be answered would be: what are the options for 

people, firms and communities in the neighborhoods, localities and regions that are 

struggling with the new economic situation? In particular, what approaches can be taken 

to address the weaknesses that limit the economic potential of individuals, firms and 

territories globally?  

 

Within the economic development theoretical framework, two approaches are 

recognized both at a local and regional level: exogenous and endogenous. 

As highlighted by Diochon (2003) the characteristics that make the two approaches 

different are: 

 

• Source and nature of development impetus; 

• Structure of economic factors; 

• Key values underlying initiatives;  
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• Policy strategy for development; 

• Decision-making, governance; 

• Goals. 

 

As follows, the main ideas underlying the two development approaches will be briefly 

reviewed. The aim of this subchapter is to highlight the main features of exogenous and 

endogenous development and connect them to the different ways of implementing urban 

regeneration strategies. 

 

The exogenous development model assumes that regional and local development is 

primarily prompted by economic factors external (exogenous) to the area in question, 

such as export markets and investments from outside (Nelson, 1993; Garofali, 1992). 

Large scale businesses and investors with large assets are considered the best creators of 

wealth and jobs, while the role of the public sector is to make redistributive policies in 

order to guarantee equity in income and employment (Diochon, 2003). 

Three different schools of thought support the exogenous development idea: 

 

• Neoclassical tradition, which stresses supply-side influence on growth; 

• Keynesian models, which stress the importance of demand in the growth 

process; 

• Development pole models, which stress the self-perpetuating nature of the 

growth process. 

 

Neoclassical theorists assume that, with the exogenous approach, it is possible to 

generate equilibrium between richer and poorer areas if the economy is allowed to 

operate without public sector interferences. The model posits that, in disadvantaged 

regions, capital flows into low-wage regions and labor flows out, until returns and 

wages are equalized (Borts & Stein, 1964). Implicit in this model is the notion that 

regional labor demand is determined exogenously and is therefore unaffected by the 

local labor force’s behavior, size, or constitution (Coffey & Polese, 1985). 

 

Keynesian economists assume that central governments intervention is essential in order 

to stimulate regional and local economies, since market forces alone will not alleviate 

disparities between richer and poorer areas (Diochon, 2003). Government intervention 
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may come in the form of public spending, investments and welfare programs and such a 

interventions will establish a virtuous circles of high saving and high growth (Nurske, 

1961 and Singer, 1975, in Pike et al. 2006). 

 

Finally, development poles model (also known as “growth poles” or “growth centers”), 

developed by Perroux in the ‘50s, is based on the idea that the establishment of right 

conditions from above within selected centers will encourage economic expansion, will 

induce regional growth by incorporating also depressed areas (through a trickle-down or 

spread effect) and the growth will be self-sustaining (Wever, 1985). 

 

Different is the notion of endogenous development.  The word endogenous refers to a 

social, cultural and symbolic space. As highlighted by Diochon (2003), endogenous 

development models view territory as the place where the interaction of local economic 

and social factors influences the development process. The endogenous paradigm is a  

“bottom-up development” and, indeed, the goals and values of development are seen to 

be generated from within rather than from without an area. Furthermore, it assumes that 

differences in production, consumption, and also non-economic activities (social 

interactions, sense of community etc.) are fundamental to explaining economic and 

social changes (Bovaird, 1992). Local small businesses and entrepreneurs are 

considered to play a pivotal role in job creation and innovation.   

An implication is that modernity is viewed as generated from within. Modernization 

then is not a matter of just importing foreign models but also the ‘modernization of 

tradition’ (Pieterse, 2010). 

Endogenous development, therefore, is a territorial approach to economic growth and 

structural change, based on the idea that the territory can be seen as the territorial 

community’s network of interests and, therefore, can be considered an actor for local 

development (Massey, 1984). 

The following table (Tab. 3) highlights the main differences between the two 

approaches:  
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Characteristics Exogenous Development Endogenous Development 

Source and nature 
of development 

impetus 

Factors external to the local or 
regional economic and social system 

largely determine development, 
requiring mobility of capital and 

labor.; 

Critical change factor are 
seen as inherent in the local 

or regional economic and 
social system; 

Structures 
Bureaucratic top-down 

organizational structure as basis for 
production and support of economic 

activity; 

Flexible organizational 
structures of local production 

and support; 

Key values 
underlying 
initiatives 

Dependency on large scale 
enterprise and central government 
policies for initiative and control of 

development; 

Endogenous 
entrepreneurship and 
innovation are the key 

success factors for 
competitive advantage in 

global economy; 

Strategy for 
development 

Pursuit of growth through urban-
based large scale enterprise based 

on standardization and capital-
intensiveness; 

Small firms key to 
development, with emphasis 
on specialization and skill; 

Decision-making 

Top-down decision making initiated 
outside the local area by a limited 
number of professionals and/or 
others in centralized locations; 

Broad-based local 
participation, decision-

making; use, development 
and control of local 

resources; 

Goals Primary goal: reduction of disparities 
among different areas; 

Primary goal: growth of the 
area’s economy; 

Table 3: Characteristics of Exogenous and Endogenous development approaches. 
Adapted by Diochon, 2003 

 

Some important conclusions can be drawn from the economic development approaches 

reviewed so far. 

The exogenous development considers centralized locations, external to areas that need 

development, as the places where material and immaterial factors come from in order to 

change local economic and social systems. These factors can be: policy-making 

decisions, foreign direct investments (FDIs), labor force, consumers, physical capital 

etc. 

In this perspective, the territory as whole is considered as a passive element in the 

development process and, actually, the best decisions for distressed communities are 

made on the basis of merely economic considerations taken by specialists in other 

places. The local stakeholders are not considered within the development process. 
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In the endogenous perspective the participation of local stakeholders within the decision 

making process, local social relations within the community, local institutions, 

unexploited local resources, local traditions and small and medium enterprises are seen 

as the essential factors to leverage in order to trigger the development process. The 

spatial dimension is taken into account in its entirety. As argued by Vasquez-Barquero 

(2006) “[…] economic development comes about as a result of the economic forces not 

explicitly included in the production function (flexible organization of production, 

diffusion of innovation, the territory’s urban development and the change and 

adaptation of the institutions) that generate capital accumulation and increasing 

returns”. 

 

The reviewed economic development theoretical framework helps to better delineate 

potential different approaches to urban regeneration. By considering urban regeneration 

as a policy instrument in order to ensure inclusive and sustainable economic 

development of deprived communities, the author suggest that urban regeneration 

should be differentiated in exogenous and endogenous. 

 

For this reason the author tries to provide a novel interpretation of urban regeneration, 

by differentiating it in exogenous-led and endogenous-based. 

In particular, the author suggests a possible alternative conceptualization of  exogenous-

led urban regeneration as follows: 

An urban policy (or a set of) aimed at attracting, or supported by, private and public 

resources from outside a community, in order to create favorable social, environmental 

and economic conditions of deprived communities through a trickle-down effect. 

 

As well as a possible alternative conceptualization of  endogenous-based urban 

regeneration: 

An urban policy (or a set of) aimed at supporting, or creating, the local 

entrepreneurship and involving the local stakeholders of deprived communities in order 

to create, first, the breeding ground for community empowerment and specialization 

and, second, to improve the overall urban conditions to deliver an inclusive, sustainable 

and efficient economic development. 
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The following table (Tab.4) is an adaptation of Diochon’s one, where the subjects are 

the characteristics of the two different urban regeneration approaches. 

Figure 1 outlines the connection between urban regeneration and economic 

development. 

 

Characteristics Exogenous Regeneration Endogenous Regeneration 

Source and nature 
of regeneration 

impetus 

Factors external to the local economic 
and social system largely determine 

regeneration. 
 
 

Critical change factors are 
seen as inherent in the local 
economic and social system; 

Structures 

Hierarchical power balance among 
economic actors, based on firm size 

and market share; 
 

Heterarchical organizational 
structure and 

Horizontal power balance 
among economic actors; 

 

Key values 
underlying 
initiatives 

Dependency on large private 
investments availability; 

Job creation; urban vibrancy; 
Short-term regeneration achievement; 

Local entrepreneurship and 
innovation, modernization of 

the tradition are the key 
success factors to cope with 

the global economy; 
Public Funds, Community 

Development Financial 
Institutions (CDFIs) are the 

catalyst to trigger the 
regeneration strategy; 
Long-term regeneration 

achievement; 

Strategy for 
development 

Pursuit of development through large 
scale property development projects, 

large events organization, retail 
corporate chains involvement, private 

supply of services; 
Tax incentives; 

Small firms key to 
development, with emphasis 
on specialization and skill; 

Community revolving funds: 
Incremental physical renewal 

operations; 

Decision-making Mostly top-down decision making by 
local government; 

Broad-based local 
participation by using 

facilitators, urban advocates, 
open space technologies; 

Local associations and NGOs 
involvement 

Economic 
development 
achievement 

The attraction of firms and 
investments will produce a 

trickle-down effect within the entire 
community 

Community empowerment; 
potential workforce training; 

Access to market; 
Trickle-up effect 

Table 4: Characteristics of Exogenous-led and Endogenous-based urban regeneration.  
Developed by the author. 
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Figure 1: The connection between Urban Regeneration and Economic Development.  
Developed by the author. 

 

Usually planning processes are categorized in top-down and bottom-up approaches. 

This kind of classification refers mostly to the decision-making process and the type of 

partnership developed for the implementation of a policy (Sabatier, 1986; Tsenkova, 

2002). 

The reason to conceptualize a different classification comes from this new interpretation 

of urban regeneration as an economic development tool.  

The classification, in this case, gives more prominence to the resources to leverage 

rather than the decision-making process.  Even though the two classifications are quite 

similar and may overlap, in theory, a top down approach may be employed in order to 
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leverage local resources or a bottom-up approach can be adopted to attract external 

resources for the enhancement of the local community’s conditions. In this sense it is 

considered useful to conceptualize this further distinction in order to highlight whether 

the “resources” that an urban regeneration project leverage or enable are exogenous or 

endogenous. 

 

The next subchapter will try to highlight the idea of exogenous-led urban regeneration. 

It will be done by showing which are the exogenous factors and how they are supposed 

to trigger urban regeneration strategies. Different types of urban regeneration schemes 

will be analyzed and the review of some real-world initiatives will be made. 
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1.3 EXOGENOUS-LED URBAN REGENERATION 

1.3.1 Globalization, Urban Competitiveness and Urban Entrepreneurship 

 

Why should governments choose an approach to regeneration rather than another one in 

order to achieve economic development of their deprived communities? In particular, 

which are the main reasons the public sector is encouraged to employ an exogenous-led 

urban regeneration strategy? 

 

The answer may seem simple. Someone may think it is just a matter of money, 

especially after the 2008 financial collapse, which spread out all over the world. Indeed, 

the decline of tax revenues and the shortage of public budget - due to firm closures, 

unemployment and the drop of consumption – has pushed the public sector to rely more 

and more on private financing from everywhere in order to get the economy back on 

track, both at national and local levels. However, it is not just about that.  

The perspective from where to analyze this question is wider and it is characterized by 

three interwoven key concepts: globalization, urban competitiveness, and urban 

entrepreneurialism. 

 

The world we live in has been increasingly polarizing in mainly two territorial 

dimensions: one global - marked by international trade and investments, transnational 

communications, multinational firms seeking the best locations and deregulation among 

countries – and one local - affected by the widespread economic austerity but more 

independent, because of decentralization policies which have given local authorities 

more power. 

In this context, cities must be able to capitalize their competitive advantages to “seize” 

such opportunities available in the global dimension in order to foster their economic 

development. The consequence is simple and, actually, widely recognized within the 

literature: cities have to compete with one another for the attraction of resources from 

everywhere in order to overcome economic stagnancy, to create more economic 

opportunities, to reinforce the growth process.  

The term used to explain this new condition that cities have been experiencing was 

coined in the ‘90s and is called “urban competitiveness”. Indeed, at that time, there was 

a passionate debate among economists, geographers and planners about the solidity of 

such a rising topic. However, it is essential to highlight that the concept of 
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urban/territorial/cities competitiveness, as well as the concept of urban regeneration, has 

become a buzzword, meaning different things for different people. 

 

In general, by looking at the concept of competitiveness in economics it is considered as 

the ability of a firm to offer products and services that meet the quality standards of the 

local and world market at prices that are competitive and provide adequate returns on 

the resource employed or consumed in producing them (Business Dictionary). 

By connecting this concept to cities, it follows that urban competitiveness should refer 

to the economy of cities, in particular, to the firms and all the economic actors within a 

specific area. Porter (1995), supports this idea by connecting the concept of 

competitiveness to the productivity of all the economic actors located in an area. Lever 

& Turok (1999) give a specific definition, arguing that urban competitiveness is “the 

degree to which cities can produce goods and services which meet the test of wider 

regional, national and international markets, while simultaneously increasing real 

incomes, improving the quality of life for citizens and promoting development in a 

manner which is sustainable”. 

However, the definition given by Camagni (2002) of urban/territorial competitiveness 

incorporates a broader sense of the concept: 

 

“[…] it does not seem unreasonable to claim that territories compete with one 

another, both to attract direct foreign (or external) investment and in de ︎fining a 

productive role for themselves within the international division of labor, without 

any automatic assurance of such a role. Both attractiveness and local 

competitiveness depend on similar common factors, which are not only found in 

physical externalities, accessibility or environmental quality, but also in relational 

capital and the learning capacity expressed by the territory”. 

 

The concept of competitiveness, which will be adopted within this doctoral thesis, is 

linked to Camagni’s idea of attractiveness, so it is literally about the competition among 

deprived places and communities to grab investments (private funds or public grants) in 

order to trigger their economic development. 

Yet, the eminent scholar and Nobel laureate Paul Krugman rejected this idea regarding 

competition among nations, but he acknowledged that the idea of competitiveness 

makes more sense within the nations, at both regional and local, since local economies 
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are more open to trade and factors of production move more easily in and out of a 

region than a national economy (Krugman, 1994 in Pike et al. 2006). However, the 

consistency of this different meaning of urban competitiveness is recognized by a large 

number of authors (Porter, 1995, 1996; Turok et al. 2004; Chesire, 1999; D’arcy & 

Keogh, 1999; Camagni, 2002; Rondinelli et al. 1998; Lever, 1999), who studied the 

nature of such a competition from different perspectives.  They all agree that cities 

compete for mobile investments, population, tourism, public funds and hallmark events 

such as the Olympic Games.  

On these terms, it seems that competitiveness refers mostly to the behavior of the local 

governments, rather than places’ economy. 

 

The well-known scholar David Harvey, already in 1989, recognized this new role of 

local governments within the urban governance and he named it “urban 

entrepreneurialism” (Harvey, 1989). Harvey explicitly talked about a shift, started with 

1973 economic crisis, from a managerial approach to urban governance - which 

primarily focused on the local provision of services – to an entrepreneurial one – 

focused on strategies to attract external resources of funding, new direct investments 

and new employment sources (Harvey, 1989). For Peck & Tickell (2002), urban 

governance has been increasingly following global market rules rather than focusing on 

the local community needs and will. Redistributive social policies become secondary 

issues compared to the promotion of cities in the global market (Cox & Mair, 1988). 

 

The passages above have tried to briefly respond to questions like “why cities compete? 

or What cities compete for?”. However, “how do cities compete?” is the core question 

of this subchapter. In particular, what are the strategies that local governments employ 

to make their places more attractive than others? Within this context, exogenous-led 

urban regeneration initiatives present themselves as the main strategy to bridge the gap 

between global and local. The former with resources to invest, the latter with needs to 

fulfill. 

 

Still according to Harvey (1989), with his paper that has been widely recognized as a 

“classic” within the urban studies literature, there are mainly four not mutually 

exclusive strategies that “urban entrepreneurs” can employ to attract resources in 

deprived areas: 



URBAN REGENERATION AND ECONOMIC DEVELOPMENT 
 

 37 

 

• The offering of a substantial package of aids and assistance to the investors, like 

tax breaks, cheap credit, procurement of sites etc.; 

• Consumers attractions by upgrading the image of the place, therefore festivals, 

cultural events become the main investment activities within the community 

• Massive investments in transports, communication infrastructures and office 

provision in order to attract service industries sector within the area; 

• Creation of public-funded specialized areas (military and defense) to attract 

firms related to that industry sector. 

 

Over the years, scholars and policy makers have labeled these sets of policies with 

specific names, which indicate the general strategy adopted to achieve economic 

development: culture-led regeneration, business-led regeneration and retail-led 

regeneration. All these strategies rely on exogenous factors triggering the regeneration 

process and on a trickle-down effect to redistribute the benefits of such actions.  

The next sections will develop a general review of such strategies, in order to highlight 

the dependency of their success on exogenous factors and the outcomes such 

approaches. 

 

 

1.3.2 Culture-led Urban Regeneration 
The cultural sector has received significant attention in recent years in substituting 

cities’ declining industrial base (Port Authority of New york and New Jersey, 1983). 

Indeed, over the last thirty years there has been a spread of regeneration strategies of 

distressed communities based on several actions categorized as culture-led regeneration. 

Public governments from all over the world, in partnership with private investors, have 

been supporting the organization of events and festivals, establishment of museums 

designed by famous architects and the creation of art-themed entertainment districts as 

tools to catalyze the economic, physical and social development of areas considered to 

be in decline (Evans, 2005; Grodach 2010). While there have been place-specific 

variations, in general these cultural projects have been seen as a means to deal with the 

loss of industrial jobs, the need to renew vacant buildings or to restore brownfields and 
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other problems associated with economic restructuring. However, it is not just about 

that.  

 

Culture-led regeneration also has the role of gathering the media attention in order to 

revamp, or simply to reinforce, the overall image of some cities within the global 

network and increase their attractiveness.  

The fierce competition between cities to win the title as European Capital of Culture 

and host the related events is living proof of the widespread belief that such an event 

can successfully contribute to the urban regeneration and the attraction of investments 

(Bianchini et al., 2013). Just think about flagship cultural projects like the Guggenheim 

Museum of Bilbao, the Tate Modern of London, and the Millennium Park. All these 

events offered the city an image of prestige and cosmopolitanism (Plaza, 2006; 

Grodach, 2010). 

 

The two basic ideas of such a strategy are, firstly, that art can be considered as 

consumption good (Vossman, 2002) and cultural activities, leisure and entertainment 

facilities make places more vibrant and livable. Such an urban environment attracts 

mobile investors, firms, tourists and a skilled workforce; the latter also called the 

creative-class (Florida, 2002).  

The second idea is related to the positive consequences of such an inflow of more 

affluent residents, the so-called “positive gentrification” (Cameron, 2003). It might 

reduce socio-spatial segregation, increase the stock of social capital among the 

inhabitants and, finally, the middle class could play a role as a model of behaviors and 

attitudes, promoting and fostering mainstream social norms and expectations (Wilson 

W. , 1987). 

In the end, the attraction of such exogenous factors within the disadvantaged area is 

supposed to bring new economic opportunities and social benefits. 

However, not all that glitters is gold and the evidence of how far flagship and major 

cultural projects contribute to a range of regeneration objectives is, actually, limited 

(Evans, 2005). 

 

Catugal et al. published in 2009 a working paper about the culture-led regeneration of 

Liberty Village in Toronto, a former industrial area that used to be inhabited by a 

community of independent artists, photographers and traditional manufacturers, from 
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the ‘70s until the late ‘90s. In this qualitative work, the authors evaluated how 

contemporary constructions of cultural districts have inclusionary and exclusionary 

impacts on different actors. Their conclusions were disapproving.  

Since the project was based on the constitution of a business improvement area, pursued 

mere economic growth objectives, overlooking the social issues. In particular the main 

concerns is possible to draw from this work are (Catugal et al., 2009): 

 

• Displacement. 

 Indeed, big creative industry firms displaced families, artists, traditional 

manufacturers that used to live in that community and helped to build it; 

• Spatial Fragmentation within the city.  

Indeed, the neighborhood’s economic success is strictly connected to its image 

brand and as such it has to show itself as distinct from the adjacent areas, both in 

social and physical terms. Physically, Liberty Village is literally isolated from 

the city’s downtown core, constructed as a distinct, campus-like setting divorced 

from mainstream business practice. Socially, Liberty Village’s adjacent 

neighborhood Parkdale has a bad reputation. It seems there is not an “exchange” 

or relationship between the two neighborhoods, first, because Liberty’s Village 

jobs activities are high skilled-demanded and, second, because the threat of 

crime related to Parkdale is the major concern of people living and working in 

the Village. As said in an interview by a high-tech firm co-founder, talking 

about the street the divides the two neighborhoods: “impenetrable wall ... It may 

as well be a hundred miles away ... We don’t go over there, they do not come 

over here”; 

• Exacerbation of social inequality and segregation (Catugal et al., 2009). 
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Figure 2: In the far distance, the high-end condos of Liberty Village seen from Parkdale area. King Street West, 
Toronto, CAN. Source: Google Street View, Date of the image: April 2015. Retrieved and processed by the author on 
September 2015 – Copyright: Google Inc. 

 

Figure 3: Nightclub, SPA and new lease opportunities. Liberty Village, Liberty Street, Toronto, CAN. Source: 
Google Street View, Date of the image: April 2015. Retrieved and processed by the author on September 2015 – 
Copyright: Google Inc. 

 

Another case is the regeneration project of the former industrial town of Roubaix, in 

France. It is within the metropolitan area of Lille and was strongly affected by economic 

restructuring. 

Exogenous factors were considered the source of the economic development impetus. 

Again, the underlying idea of the Roubaix culture-led strategy was to improve the 

external image and reputation of the city to attract urban tourism and private 

investments into the housing stock and retail. Furthermore, the support for this project 

by the public sector, even at national level, was guaranteed by the ability and political 

power of Roubaix’s mayor at obtaining funds and grants to upgrade mainly the city 

center (Rousseau, 2009). 

 

However, by looking at the study undertaken by Colomb (2011b) of the Roubaix’s 

culture-led regeneration, it comes out that, first, the small extent of economic and social 
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inclusion outcomes has been mostly related to the strong and proactive interventions of 

the public sector, through hands-on training programs and local people work integration 

clauses.  

Second, the estimated amount of new jobs attributable to the “creative industry” is just 

15%, the majority of which are targeted to high skilled candidates. As well as for 

Toronto, skills mismatch remains a barrier in the process of social and economic 

inclusion.  

Finally, the extent to which the flagship investments made in the city center have 

benefited the most deprived and marginalized population remains questionable 

(Colomb, 2011b). 

In particular, the upgrade of the city center involved the spending of more than half of 

the funding gained by the city, to detriment of peripheral districts, despite their 

disadvantaged conditions (Rousseau, 2009). 

 

Studies and research question even about the mere economic growth impacts of such a 

kind of policies. Most of the time the way of calculating the economic impacts of 

culture-led regeneration is to account each cultural organization and creative firm’s 

direct expenditures and then use a multiplier to measure its total impact.  

According to Stern and Seifert (2010), this model is biased for two reasons: first, the 

formula has a huge amount of double counting, since the direct impact of one cultural 

economic actor gets counted as another actor’s indirect impact; second, this model 

ignores substitution effects associated with cultural expenditures, that is the effect of 

each dollar spent by local residents on culture is a dollar not spent on something else. It 

follows that the only cultural spending that can have an impact on a local or regional 

economy is the result of exporting cultural products elsewhere or importing cultural 

audiences. Cultural activities that have no significant import-export element are simply 

irrelevant from a strict economic impact framework (Stern & Seifert, 2010). It raises, 

therefore, the issue about the dependency of local areas economic success on exogenous 

factors. 

 

In general, even today, research articles on culture-led regeneration projects tend to be 

both descriptive and uncritical case studies or highly critical and display a “culture of 

pessimism”, as it was already noticed by Evan in 2005.  
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The reasons identified by the latter of such a phenomenon were: first, there is a general 

rejection of the academia, or at least suspicion, of the effects of post industrial urban 

development based on the commodification of the places.  

The second reason is related to the lack of evidence, in terms of data, showing that 

flagship and cultural projects contribute to the achievement of the overall urban 

regeneration objectives. Florida (2004, 2005), the person who conceptualized the idea 

of  creative class-based development, has acknowledged the trend towards social and 

economic polarization of such a kind of regeneration approach. 

 

In conclusion, the long-term social impact of culture-led regeneration remains 

something of a mystery and many studies question the distribution of economic benefits 

of such projects. Beyond issues of measurement and framing, even the project that 

achieve the supposed objectives, may be generate several negative effects and 

unintended consequences (Grodach, 2010). 

The supposed trickle-down effect characterizing such an exogenous-led urban 

regeneration policy is by no means automatic: jobs coming from tourism and creative 

industries investing in the area mostly do not go to residents, mainly because of the skill 

gap between labor demand and supply. This contributes to the marginalization of the 

underprivileged. Furthermore, the need of these districts to rely on their brand-new 

image may bring to spatial fragmentation issues. 

 

 

1.3.3 Business-led Urban Regeneration 
 

As we have seen so far, culture-led urban regeneration aims at creating a vibrant 

environment to attract “right people” and creative investors in order to improve the area 

conditions all round. A business-led strategy is more bluntly economic growth-oriented, 

but it is still based on the idea that the attraction of exogenous factors can trigger the 

regeneration of distressed areas through a trickle-down effect. Although the policies to 

implement such a strategy can vary from place to place, depending on the political 

context, the main objective is to make the area “attractive” for inward investors in order 

to create a solid business environment (Potter & Moore, 2000).  
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These strategies mainly result in special zone initiatives characterized by the creation of 

a favorable fiscal environment, within a certain amount of time, for the setting up of 

new firms or the retaining of those already existing. In particular, the business 

incentives include both tax instruments - property tax abatements, tax increment 

financing, sales tax exemptions and credits, and corporate income tax exemptions and 

credits for investment or jobs - and non-tax incentives such as business grants, loans, 

loan guarantees, public infrastructures and physical renewal (Peters & Fisher, 2004; 

Potter & Moore, 2000). Over the years, these kind of special zone initiatives have 

gained popularity all around, and they have been set-up in quite similar ways under 

different names in different places (Enterprise zone in UK and US, Zones Franches 

Urbaines in France and Zone Franche Urbane In Italy, etc.). 

 

 

Figure 4: Zona Franca Urbana. Pescara, Abruzzo, Italy. Source: Abruzzo Sviluppo SPA. Retrieved on September 
2015 from http://www.abruzzosviluppo.it/new/2015/09/23/laquila-zona-franca-urbana-4-273-aziende-finanziate/ 

 

These initiatives are supposed to set in motion a virtuous cycle: business attraction and 

creation, jobs creation and retention, increase of local consumer’s spending, increase in 

public revenues and, therefore, improvement of public services for the area (Peters & 

Fisher, 2004). However, it is not just about that.  
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Exogenous development approach is understood to bring about more than just short-tem 

economic growth of an area. The long-term effects of such strategies are related to 

technological-transfer, spillover effects and innovation. 

As argued by Turok in 1993, such new cores of businesses are self-reinforcing. Indeed, 

by following the already mentioned growth-pole theory, the desire of major 

corporations to increase local sourcing creates market opportunities for additional 

businesses formation and attraction. The interaction among firms within the same place 

produces a transfer of technology and expertise to local firms, which become, first, 

specialist suppliers and then they will start to develop products and know-how on their 

own, expanding their market share at local level and abroad (Turok, 1993). Inward 

investors will get deeply embedded in the local economy through the creation of a 

supply chain and inter-dependent linkages with local firms, which support the 

expansion of the latter and generate self-sustaining growth of the “cluster” as a whole 

(Porter, 1990). 

In this perspective, inward investments within a deprived area bring about an all-round 

development. However, as well as the case of culture-led one, also this kind of 

exogenous-led regeneration hides a dark-side. 

 

The issues related to the impacts of inward investors on localities, have been explored 

since a long time, in particular when Enterprise Zones were rising in the UK, at the 

beginning of the ‘80s (see Glickman, 1984; Butler, 1981; Massey, 1982; Clarke, 1982). 

Potter & Moore (2000) identified two sets of concerns within the development literature 

about the impacts of inward investments supported by public policies: the first set of  

questions about the success of such policies in creating jobs, since the incentives would 

not match firm’s locational needs, such as good transport and communications, and 

would favor capital-intensive rather than labor-intensive investments. 

The second set of concerns is about the quality of jobs offered, in terms of skills 

required and remuneration, and whether there are positive links between “newcomers” 

firms and the local environment. Furthermore, it is argued that such a kind of policy can 

push to the displacement of local firms or justify to the relocation of local economic 

activities from a neighborhood without incentives to another one with incentives. This 

results in a zero sum-game within the city (Peters & Fisher, 2004) and an increase in 

spatial fragmentation. 
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However, the core issue mostly analyzed by authors is related to the nature of linkages 

among firms moving in the area, since such relations strongly affects the long-term 

scenario of these places. Turok (1993) identifies two possible scenarios created by this 

kind of policies: one leading to dependency of deprived areas to inward investors, and 

another one resulting in actual development and regeneration of these places (Turok, 

1993). The one based on technology-transfer, spillovers effects and innovation is, of 

course, the developmental. Instead, in the dependent scenario, indigenous firms and 

newcomers develop weak connections, and those that they develop are either 

hierarchical or adversarial rather than cooperative. The local dimension is not involved 

in the process of products development and innovation; it just supplies unskilled 

workforce or subcontractors, whose work process is simple and standardized.  

At first glance, the latter condition should be considered positive because, since the 

areas affected by such policies are characterized by unemployment or a low skilled 

workforce, it would bring about to a match between new labor demand and local 

workforce supply (North et al. 2003). 

The problem with this rationale is that such a subordinate condition undermines the 

capacity of the local actors to upgrade themselves in setting up their own businesses, 

developing new products or widening their market share through strategic marketing 

(Diochon 2003; Turok, 1993; Stöhr, 1990). Most importantly, such an economic and 

technical dependency and lack of empowerment of the locals, makes the place 

extremely vulnerable to further economic restructuring and relocations due to 

increasingly volatile world markets conditions and the already mentioned international 

urban competition (Diochon, 2003; Blakely & Green Leigh, 2013; Turok, 1993).  

The following table (Tab. 5) summarizes the differences between the two possible 

scenarios:  
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 Developmental Dependent 

Nature of Local Linkages 
Collaborative, mutual learning, 
based on technology and trust, 

emphasis on added value 

Unequal trading 
relationship, conventional 
sub-contracting, emphasis 

on cost saving 

Duration of linkages Long-term partnership Short-term contracts 

Meaning of flexibility 
High level interaction to 

accelerate product development 
and increase responsiveness to 

volatile markets 

Price-cutting and short-tem 
convenience for 
multinationals 

Inward investors ‘tie to the 
locality 

Deeply embedded, high 
investments in decentralized, 

multifunctional operations 

Weakly embedded, branch 
plants restricted to final 

assembly operations 

Benefits for local firms 

Markets for local firm to develop 
and produce their own products, 

transfer of technology and 
expertise strengthens local firms 

Markets to local firms to 
make standard low-tech 

components, subcontracts 
means restricted 

independent growth 
capacity 

Quality of jobs Diverse, including high skilled 
and high income 

Many low skilled, low paid, 
temporary and casual 

Prospects for the local 
economy 

Self-sustaining growth through 
cumulative expansion of the local 

cluster 

Vulnerable to external 
forces and corporate 

decisions 
Table 5: Alternative linkages scenarios, a summary of the main tendencies. Adapted from Turok, 1993. 

 

The study undertaken by Potter & Moore (2000) provides insights about the behavior of 

inward investors within areas designed to be regenerated through a business-led 

strategy. The study was made by surveying businesses within 22 Enterprise Zones. The 

respondents to the survey were 1088, representing the 23% of the all amount of 

businesses within the Enterprise Zones. Even though there could be some sampling 

biases due to the number of respondents out of all the sample size, Potter & Moore’s 

research findings can help to get, at least an idea of the solidity of the raised concerns 

about: 

 

• Quality of jobs; 

• Nature of relationship among the firms within the area. 

 

The study shows that most inward investor’s establishments belonged to the 

manufacturing sector (53.3%) and the 60% were branch/subsidiary, headquartered 

elsewhere. These figures are reflected in the nature of job demanded; indeed, the 

median proportion of workforces accounted as managers, professionals and 
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technologists was 22.9%, reflecting, also, the fact that management and technical tasks 

are concentrated in the headquarters. Furthermore, inward investors were less likely to 

locally recruit their managers, professionals and technologists (just 33% of the 

respondents), relying on external sources. Whilst considering understandable 

conditions, by connecting these data with the others gathered by the authors, it is 

possible to draw further insights depicting a dependent scenario. Indeed, by looking at 

the data related the quality of linkages between the inward investors’ businesses and the 

local firms they show: inward investors moved within the area with the low expectation 

to purchase from (0.6%) or supply to (2.8%) other firms located there or even to 

cooperate with them (2.3%). However, it has to be said, that a similar behavior can also 

be seen among the non-inward investors located within the EZs. Another important data 

is the amount of purchase made by inward investors within the local area. The 

percentage was really low (13.3), which raises questions about the extent of 

contribution that these kind of firms give the local economy, beyond the jobs.  

In conclusion, Potter & Moore argued that: 

 

• Inward investors may be less embedded than other establishments within the 

local economy; 

• Inward investors made a significantly lower proportion of their purchases from 

local suppliers than other establishments in the zones; 

• Doubts are raised about the local regeneration through inward investments. 

 

The conclusion of Turok (1993) in his study on the Scottish electronics industry were 

quite similar, arguing that just about the 12% of material inputs were sourced locally, 

resulting in little contribution to the local economy. 

Furthermore, North et al. (2003) in a study about business-led regeneration impacts in 

the UK concluded: “evidence suggests that optimal benefits for deprived areas can be 

achieved through partnering ‘place-based business strategies’ with ‘place-based people 

strategies’. Without special measures to encourage local recruitment, business 

development and expansion in or close to deprived areas results in the majority of jobs 

created and the resulting wage income leaking out to people living elsewhere”. 

 

In conclusion, even in this kind of exogenous-led regeneration strategy, the supposed 

trickle-down effect still remains questionable. However, whilst accepting that there is a 



CHAPTER 1 

 48 

considerable accumulated knowledge within academia and the policy arena about this 

topic, the lack of robust evidences, in favor or against, still remains an issue. However 

the aim of this section is to show the reader the potential issuesthat can affect 

communities in relying on exogenous factors and to making the room for further and 

less mainstream approaches. 

 

 

1.3.4 Megastores, Corporate chains and Retail-led Urban Regeneration 
 

This topic could have been included in the previous section, because, firstly, megastores 

and shopping malls can be found within special zone initiatives and, secondly, for the 

kind of balance of power that those entities establish with the local dimension.  

However, the author has considered appropriate to review this topic in a different 

section, since this kind of strategy can be embodied as single building within a historic 

center or an inner city. 

 

The type of retail-led regeneration initiatives that are being considered here consist of  

large department stores, hypermarkets, regional shopping center development or the 

attraction of well-known corporate chains, whose market share goes beyond the city 

boundaries they serve.  

These places have the potential to attract consumers from all over the region, whose 

spending benefits the local economy (Lowe, 2005). The development of such large 

buildings should be considered as a “kick starter” of regeneration, since it introduces a 

key anchor retailer which provides physical space for other economic activities and 

creates growth by benefitting of agglomeration economies and increase rate of return 

(Healey, 1991; Ravenscroft, 2000).  Again, the strategy still relies on exogenous factors 

– corporate chains, inward investors, etc. – and, again, the approach is explicitly 

growth-oriented, with the benefits expected to trickle down ultimately to the 

unemployed and other disadvantaged groups within the community. However, 

mechanisms to promote this redistribution are not given much attention, unlike the case 

with many neighborhood improvement schemes (Turok, 1992). 

 

The concept of a planned/enclosed shopping center was born in the U.S., from the idea 

of the architect Victor Gruen, as a freestanding suburban facility (Lowe, 2005). Except 
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with some old European city centers, where they always have been characterized by a 

particular vivacity, the change in social trends and concentration of the service economy 

businesses within the inner city, has led to a major role for retailing in the development 

of the “urban entertainment economy” (Chatterton & Hollands, 2003 cited by Dixon, 

2005). Furthermore, during the ‘90s, the work of Michael Porter (1995), with the 

Initiative for the Competitive Inner City (ICIC), emphasized the role that can have such 

retail stores within the inner cities, by citing the successful cases of corporate chains as 

“Stop and Shops” and “Purity Supreme” supermarket in Boston or “Goldblatt brothers” 

in Chicago. As he said in the working paper The competitive advantage of inner cities 

(1995): “a new breed of professionally managed major businesses will attracts spending 

power and recycle capital within the inner city community” (Porter, 1995).  

Lowe (2005) supported this idea and, talking about the West Quay shopping center in 

the inner city of Southampton, argued that these centers bring large footfall into a 

previously underutilized areas resulting in more businesses all around.  

 

Figure 5: Clustering of Corporate Chains around West Quay Shopping center, Southampton, U.K.. Source: Google 
Street View, Date of the image: April 2015. Retrieved and processed by the author on September 2015 – Copyright: 
Google Inc. 

Not considering the sociological and philosophical arguments brought out by Marc 

Augè (1995) about these places – people alienation, places commodification and cities 

homogenization - the concerns regarding this kind of approach are mostly related to the 

contribution that such a kind of “markets” can make to the local dimension.  

As argued by Dixon (2005), it is too easy to positively assess such a kind of places by 

simply relying on job creation figures and overlooking other important issues. In 

particular, the questions asked by Dixon are: “[…] how does the local regeneration 

‘balance sheet’ stack up in terms of jobs, spending, loss of local shops, the property 

impact in terms of prime retail rental ‘pitch’ and overall ‘social inclusion’ in the local 

community” (Dixon, 2005)?  
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More specifically, how much does an Apple store, Trader Joe’s, Starbuck’s, 

McDonald’s, Carrefour, Lidl or a big shopping mall such as Ikea, Macys’ etc. - and 

other firms that are used to regenerate our city centers - give to communities, in terms of 

local purchases and local sourcing? 

 

Even though, some authors argue that the entry of these stores within a place, results 

into lower prices that increase purchasing power, benefitting the overall community 

(Hausman & Ephraim, 2005), many studies have been undertaken that try to assess the 

impact of such economic activities within the local community and, most of them, 

concluded that large retail schemes have negative impacts on local businesses and on 

the local economy as whole (Robertson & Fennell, 2007; Thomas & Bromley, 2002; 

Davis et al., 2012; Ficano, 2013; Haltiwanger et al., 2010; Mitchell, 2008; Stone & 

Artz, 2001). 

 

 
Figure 6: Clustering of Corporate Chains in Downtown Boston, MA. Source: Google Street View, Date of the image: 
September 2014. Retrieved and processed by the author on September 2015 – Copyright: Google Inc. 

 

The countries where the debate on the actual role of retail chains and large stores in 

urban regeneration is more passionate are the U.S.A. and the U.K.. This is quite 

understandable since such places are those where these projects mostly have been 

popping-up. 

Indeed, the considerable concern in the United Kingdom regarding the growing power 

of supermarkets culminated in 2000 in a Competition Commission analyzing the impact 

of superstores on existing independent shops. The study also included the 

environmental and social issues and concluded that such a phenomenon resulted in a 

move of labor force away from smaller shops toward bigger stores (Dixon, 2005).  
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In 2010, the Guardian, based on the report of the Joseph Rowntree Foundation about a 

Tesco-led regeneration scheme in Leeds, concluded that it was disastrous for the local 

economy and destroyed the existing retail base: “[…] they act like giant economic 

vacuum cleaners, hovering wealth out of an area” (Simmons, 2010). 

 

In the U.S.A., Neumark et al. (2008) estimates the effects of Wal-Mart on county-level 

retail employment and earning. The findings in this paper contest the idea that Wal-

Mart Stores opening lead to increased retail employment. The calculations made by the 

authors showed that these stores openings reduced retail employment by about 2.7% or, 

in particular, each Wal-Mart employee replaces about 1.4 employees in the rest of the 

retail sector. Furthermore, the employment decline involved also a county-level retail-

earning decline by about 1.5%.  

 

Even though there is a strong emphasis on the role that large shopping malls and retail 

chains can have as engine for economic growth, as showed, there is still a lack of robust 

empirical evidence of the positive contribution that such regeneration strategies can 

have in addressing social deprivation and exclusion of certain neighborhoods. If the aim 

of urban regeneration policies is to guarantee actual economic development, according 

to the already mentioned definitions, headline figures only related to job creation cannot 

be sufficient anymore. More multidimensional methodologies rather than multiplier 

analyses are needed to accurately assess the role of such enterprises within urban 

regeneration strategies of deprived neighborhoods. 
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1.4 CONCLUSIONS 
 

This chapter has focused on the close connection between urban regeneration and 

economic development. In particular, a new perspective it has been proposed that would 

analyze urban regeneration, recasting it within the economic development theoretical 

framework. For this reason, the exogenous and endogenous economic development 

rationales and features have been reviewed in order to connect them to the urban 

regeneration concept.  

The chapter, then, provided the definitions of exogenous-led and endogenous-based 

urban regeneration, and deepened the exogenous-led one.  

By reviewing traditional urban regeneration schemes – culture-led, business-led and 

retail-led - has been highlighted the rationale of such an approach and the factors 

triggering exogenous-led urban regeneration. The main idea is that urban regeneration 

policies may deliver economic development by attracting resources from without – such 

as tourism, businesses, investments, events, retail chains – which will distribute wealth 

through a trickle-down effect.  

On these terms, the exogenous factors turn out to be the “deus ex machina” of the 

ancient Greek tragedies, where seemingly unsolvable problems are suddenly resolved 

by the contrived intervention of some new event, or character, or object.  

Authors and scholars have raised concerns about such a kind of strategies, arguing that 

the supposed trickle-down effect is by no means automatic. The assessment of the 

success of these strategies cannot be based just on provision of services and job creation 

figures. On these terms, urban regeneration would add to economic growth rather than 

economic development, according to the aforementioned definitions.  

There are several issues, both quantifiable and not, occurring as negative externalities of 

this kind of approach, such as people and local retails displacement, community 

dependency on external resources, vulnerability of places to volatile market conditions, 

places commodification, spatial fragmentation and increase in segregation.  

While accepting that there is a considerable accumulated knowledge within the 

academia and policy arena about this topic, the difficulty in accessing data and the 

differences among the different contexts make hard an overall evaluation of the existing 

policies.  
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However, the issues that have been raised, together with the potential identification of 

the main factors which it is possible to leverage, makes room for further development 

strategies conceptualization.  

The next chapter will deepen the idea of urban regeneration policies aimed at leveraging 

endogenous factors to achieve economic development.  
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CHAPTER 2  

ENDOGENOUS ECONOMIC DEVELOPMENT:  

FROM REGION TO NEIGHBORHOOD 
 

As the previous chapter showed, exogenous-based urban regeneration policies aim to 

create an overall prosperity of communities by relying on a trickle-down effect sparked 

by external factors - investors, tourism, creative class and corporate chains. In this case, 

the priority of policy makers is to develop an image of their city as an investment space: 

“[…] the primary thrust […] was to achieve urban regeneration through attracting and 

assisting investment by the private sector in property development” (Healey, Rebuilding 

the City: property-led urban regeneration, 1992). The amount of attracted investments 

turns out to be the primary indicator of urban regeneration. The previous chapter briefly 

covered the rationale of such an economic development approach and provided a 

definition of exogenous-based urban regeneration. 

On the contrary, endogenous development strategies build on totally different 

assumptions and, however, such theoretical framework is by no means new.  

 

Even in the ‘80s, the literature on global economic restructuring has produced a large 

amount of case studies that emphasize the importance of local and, in particular, of local 

civic society, from business coalitions to grassroots organizations (Wilson P. A., 1995). 

Today, both at institutional and academic level, reports and studies push public 

authorities to employ this approach. For instance, recently, the European Union (April 

2015), within the URBACT II program, published a document called “New Urban 

Economies”, where it highlights the importance of indigenous approaches. In particular 

the document says: “It has become clear that many traditional tools to boost the urban 

economy have become outdated or are no longer cost-effective. Recipes such as 

investing in large landmark projects (new Guggenheims, big stadiums and global 

events), generous fiscal incentives or smokestack chasing (blindly attracting companies 

and investments from outside) are not very effective, and rarely get the economy of 

cities right moreover, at the EU level, those are often a zero sum game. There is a 

growing acknowledgement that cities should look for more indigenous approaches 

(author’s italic): building on existing qualities and assets, linking related industries to 
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one another, mobilizing companies and citizens to innovate and engaging them in the 

discovery of promising new specializations” (van Winden & de Carvalho, 2015). 

This argument shows, or at least provides a clue, about the urban policies that have been 

developed during these years of increasing globalization. If this argument is still crucial 

within the policy debate, it reveals a lack of - or at least a weak - involvement of the 

local dimension within the political agenda over the last years. In fact, such a condition 

makes sense: as it will be shown, the endogenous-based regeneration of distressed 

communities, is a long term process and, as such, conflicts with the short-term needs of 

political leaders to show-off results and achievements in order to be re-elected.  As 

Warren Buffet (1977) argued: “when human politicians choose between the next 

election and the next generation, it’s clear what usually happens”. Or to quote Al Gore 

(1992, p.170), “the future whispers while the present shouts”. Since this kind of 

antinomy is not the focus of this research, it will be not deepened. However, the 

argument raised by the URBACT work stream, supports the need to both better 

understand endogenous development approaches and analyze how it can be 

implemented within urban regeneration strategies. 

 

The aim of this chapter is twofold: on the one hand it identifies the factors able to 

trigger endogenous development, on the other hand, the chapter highlights the need to 

integrate endogenous regional policies with additional neighborhood-scale and place-

based initiatives.  

The reason for such a need is the potential presence of what the author will suggest to 

consider as “leakage” of regional development policies’ impacts between the regional 

scale and neighborhood scale. Indeed, also in wealthy urban regions supported by 

endogenous policies it is possible to find whole neighborhoods not benefitting at all 

from policies aimed at supporting and fostering local assets. 

The neighborhood-scale initiatives will turn out to be the endogenous-based urban 

regeneration strategies which the author is trying to conceptualize within this doctoral 

thesis. 

 

The chapter will first cover the theoretical background of endogenous development. 

After providing a general overview of the topic (subchapter 2.1), the author will 

investigate: 
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• The role of local entrepreneurship within the endogenous development 

perspective and its socio-economic nature. The author will review the concepts 

of social capital, embeddedness and their role in the formation of local 

entrepreneurship (subchapter 2.2) 

• The increasing relevance of local entrepreneurship within the policy arena, with 

a particular focus on the European policy agenda (subchapter 2.2.1); 

• The concept of territorial capital and its theoretical taxonomy. In particular, the 

author will review Camagni’s argument, analyzing the territorial capital matrix 

developed by the latter (subchapter 2.3). The territorial capital matrix will show 

the potential regional assets to leverage in order to foster an endogenous 

development. 

 

Secondly, the author, by analyzing informal economy practices occurring within 

deprived neighborhoods, will develop a new territorial capital matrix at neighborhood 

scale, in order to suggest a new way to overcome the discrepancy between regional and 

neighborhood development policies’ impacts (subchapter 2.4).  

Such a new matrix of territorial capital of deprived communities will show the assets, at 

neighborhood scale, to be fostered through endogenous-based urban regeneration 

initiatives. 
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2.1 THE RATIONALE OF ENDOGENOUS ECONOMIC DEVELOPMENT 
 

As briefly seen in the previous chapter, endogenous economic development aims to 

create wealth within communities through the full exploitation of both tangible and 

intangible local assets.  

Endogenous economic development is based on the idea that economic activities are a 

subset of social life. According to Schumpeter (1934a, 1934b), who followed Max 

Weber’s approach to economics (McKeever et al., 2015), “the social progress is really 

one indivisible whole. Out of its great stream, the classifying hand of the investigator 

artificially extracts economic facts”. As argued by Arocena (1995), endogenous 

development is a process in which social aspects are integrated into economic aspects. 

Wealth distribution within the community and economic growth are not two parallel 

processes, but rather parts of the same force, since public and private actors make 

investment decisions aimed not only at increasing firms’ productivity and 

competitiveness, but also at solving problems and improving the well-being of local 

society (Arocena, 1995 in Vasquez-Barquero, 2002). 

Such an argument provides a clue about how territories are considered within the 

endogenous approach. The territory, as the place where social life occurs, is not just the 

“background” where economic activities are placed or where physical resources are 

located, but rather, it is the main agent of changes. The “invisible” factors that 

endogenous approach takes into account include locality’s specific behavioral, cultural 

and social characteristics (Wilson P. A., 1995). 

By recalling Garofali (1992):  

 

“Territory represents a clustering of social relationships. It is also the place where 

local culture and other non-transferable local features are super-imposed. It is the 

place where men and business establish relationships, where public and local 

institutions intervene to regulate society. Territory represents the meeting place of 

market relationship and social regulation forms, which determine different forms of 

production organization and different innovative capacities (regarding both 

products and processes) leading to diversification of products presented to the 

market not simply on the basis of relative cost of factors”. 
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On these terms, the endogenous development approach, not only pursue to the 

satisfaction of local needs and demands through active participation of the local 

community, but also promotes, and it is promoted by, the social and cultural dimensions 

of a community, affecting the well being of society as whole. Such dimensions are 

embedded in the economic system (Vasquez-Barquero, 2002).  It may be argued that 

this approach fully blends the productive and the social side of the communities. 

 

On the production side, endogenous development is based on the idea that increasing 

return of scale can be generated through local firms networks. A well-planned 

organization of production among firms is a competitive factor; economies of scales, 

with the following decrease of production and transaction costs, are not internal the 

firms, as for large establishments, but internal the local productive system (Vasquez-

Barquero, 2002). Backward and forward linkages within the local dimension create 

more local jobs, local companies and increase external economies (Krugman, 1991). 

Firms are small and medium, flexible and specialized, and the relationships among them 

are mostly horizontal and integrated (Garofali, 1992).  Competition is combined with 

co-operation, embodying the idea of “cluster” developed by Porter (1990). However, it 

is not just an industrial network based on subcontracting relationships and local supply 

chain, but, rather, it involves a system of economic, social, political and legal 

relationships (Best, 1990). Furthermore, the formation of a local firms network plays an 

essential role not just related to the exchange of services and goods within the network 

itself, but also in encouraging the diffusion of innovation, which is the main source of 

structural change and growth (Vasquez-Barquero, 2002).  

The emerging trend of manufacturing resurgence in some European cities, known as re-

shoring (i.e. formerly off-shored production returning to Europe), combined with the 

increasingly need to produce small batches of specialized products, (van Winden et al., 

2012), makes the argument more and more relevant today.  

 

It is essential to highlight that endogenous development brings to communities an 

organizational capability. Once such capability is developed, external firms and inward 

investments may reinforce the local dimension’s potentials and even strengthen their 

development process (Vasquez-Barquero, 2002). This passage is quite important, 

because while exogenous approaches may have exclusionary consequences on the local 

dimension (see previous chapter), the endogenous perspective does not discourage 
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further inward investments. Actually, by recalling the definition of urban 

competitiveness given by Camagni (2004) reviewed in the previous chapter, places 

endogenously developed become more attractive, not because of favorable fiscal 

environment, but rather, because of the strong economic connections that it is possible 

to establish within such regenerated communities. On these terms, places are considered 

for the quality of their local economy rather than the quantity of incentives they offer in 

order to attract foreign firms. In a way, the concept of competitiveness shifts from cities 

to investors. On the one hand, inward investors compete one another to place their 

businesses in these communities and to get involved within the local economic network, 

rather than being indifferent to it. On the other hand, the endogenous approach turns out 

to be an empowerment stage for communities, making them less vulnerable to the 

overwhelming force of globalization and neoliberalism.  

If it is true that the global markets will provide our cities and their residents with 

immense opportunities to prosper, local labor force has to be prepared to respond to 

these new global challenges.   

 

In conclusion, according to Garofali (1992), “endogenous development means: a) the 

capacity to transform the social economic system; b) the ability to react to external 

challenges; c) the promotion of social learning; d) the ability to introduce specific forms 

of social regulation at local level, which favor the aforementioned points. Endogenous 

development is, in other words, the ability to innovate at local level”. 
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2.2 LOCAL ENTREPRENEURSHIP, SOCIAL CAPITAL AND EMBEDDEDNESS 
 

Endogenous development is truly an inside-out approach. According to Coffey & 

Polese (1984), the stages of endogenous development are: 

 

1) The emergence of local entrepreneurship; 

2) The expansion of local firms beyond the region (both with exports and with 

direct investments in other regions); 

3) The retention of local enterprises under local control; 

4) The achievement of an economic structure with control functions and business 

service under local control. 

 

The first stage of such an approach shows clearly the economic actor that is essential 

within this economic development perspective. Local entrepreneurship, meant as small, 

medium enterprises and self-employed firms, is the main character of endogenous-

based approach. The reason lies in both the economic and social dimensions of 

entrepreneurship. Indeed, on the one hand, the entrepreneur is seen as the smallest unit 

of a market-based economic system, representing the foundation upon which a 

declining community can entirely rebuild. On the other hand, entrepreneurship is 

considered as the natural outcome of a society where social relations occur. 

 

Galtung (1981) gave a crucial role to local entrepreneurship, defining it as the 

cornerstone of self-reliance and autonomy (Galtung, 1981). Pellegria (1989) argued that 

communities’ prosperity is related to their tendency to develop a culture of 

entrepreneurship and innovation that ultimately leads to the creation and growth of 

small firms.  

An economic environment based on the diversification and specialization of local small 

firms is not only beneficial for local development, but it is also characterized by a 

certain level of resiliency, due to the flexibility, speed of adaption and responsiveness to 

change of small firms (Molle & Cappellin, 1988; Glasson, 1992; Vasquez-Barquero, 

2002; Foray, 2015). 

 

Recently, there has been also an increasing ‘social turn’ in entrepreneurial research, 

which recognizes that entrepreneurial processes take place, are formed and shaped 
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through social and cultural processes (McKeever et al., 2014). In particular, 

entrepreneurship is seen to take place within specific social contexts, where 

entrepreneurs and organizations are embedded (McKeever et al., 2014). The reasons are 

multiple and they all lie within the concept of social capital.  

As argued by Westlund & Bolton (2003), the concept of social capital has been 

developed in several ways, sometimes conflicting one another (see Bordieu, 1980 and 

Coleman, 1988), and sometimes complementary (see Coleman, 1988; Putnam, 1993; 

Becker, 1996). In particular, this doctoral thesis adopts the Coleman/Putnam/Becker 

combination of rationales, defining social capital as the features of social organization, 

such as networks, norms and trust that facilitate certain action of actors, in terms of 

coordination or cooperation, for mutual benefit within the community and also for 

individual utility.  

The OECD (2001b) put it more intuitively, by defining social capital as “networks 

together with shared norms, values and understandings that facilitate cooperation within 

or among groups”.   

As pointed out by Westlund & Bolton (2003), social capital is connected to 

entrepreneurship both as resource for action and as preference for an “entrepreneurial 

lifestyle” - the latter due to Becker’s view that preferences are connected to the social 

capital accumulated by an individual within his/her entire life (Becker, 1996). 

In particular, social capital is a resource for action for entrepreneurs since that, at the 

early stages of firm’s existence, entrepreneurs need social contacts both in terms of 

suppliers and customers (Licht & Siegel, 2004). Social capital is essential in 

opportunity-seeking behavior (a typical feature of entrepreneurs) due to the degree of 

information (spillovers) provided by individual relations (Casson & Della Giusta, 2007; 

Saxenian, 2002; Guiso & Schivardi, 2004). Direct relations are also essential for 

entrepreneurship because they have the potential to provide a high degree of 

trustworthiness between employers and employees (Casson & Della Giusta, 2007), 

since sometimes they are friends, kins, maybe grown up in the same neighborhood, etc. 

 

The main economic consequences of such potential benefits (information spillovers, 

trustworthiness, and the existence of potential local supply an demand) are the decrease 

of transaction costs and the creation and improvement of human capital (Westlund & 

Bolton, 2003). 
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Figure 7, developed by Westlund & Bolton (2003), shows the potential economic 

benefits of social capital, which the authors call “producers surplus”. In particular, the 

authors argue: 

 

 “[…] social capital affects entrepreneurship through its influence on supply costs, 

not only directly but also indirectly via human capital. Then, entrepreneurship 

influences innovative ability, which influences revenues, which have effects on 

producer surplus. At all these stages there is strong feedback not shown in the 

figure. Innovative ability naturally has repercussions on future supply costs, 

entrepreneurship, and human capital” (Westlund & Bolton, 2003). 

 

 
Figure 7: The relation between social capital and local entrepreneurship. 

Adapted from Westlund & Bolton, 2003. 
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The connection between entrepreneurship and the society where it arises is defined 

embeddedness (Polanyi, 1957; Granovetter, 1973). It describes how individuals are not 

just economically rational, but rather, they are influenced by changing social norms, 

values and social relations, as suggested by Adam Smith already in the second half of 

the 18th century (McKeever et al., 2015). 

 

This idea is further supported by the argument developed by Hudson (2001) about the 

distinction between “place” and “space”. Hudson contrasts space, which is an economic 

(capitalistic) evaluation of location based on its capacity for profit, with place, which is 

a construct of relations of social life. Places are not simply sites of production and 

consumption, but areas of meaningful social life where people live and learn; they are 

locations of socialization and cultural acquisition. Places are made up of a complex 

system of social relations and material objects (Johnstone & Lionais, 2004). 

In sum, spaces are attractive for large enterprises, aiming at profit maximization and/ or 

cost minimization, while places are where local entrepreneurship rises.  

However, it is essential to look also at the other side of the coin, the downside of social 

capital, for at least two reasons: first such a narrative could sound idyllic and therefore 

unrealistic; second, to keep the narrative within the bound of a coherent academic 

analysis, rather than falling into political ideologies and moralizing statements. 

 

Those who deepened the concept of social capital and its connection with local 

entrepreneurship were also those who have highlighted the dark side of such a concept. 

Westlund & Bolton (2003), on the basis of Portes & Landolt’s work (1996), highlight 

also the negative effects of social capital in entrepreneurship formation.  

Close bonds between individuals who are acting badly qualify as social capital as well, 

but the result is not welcome to the society and may actually inhibit entrepreneurship 

rather than encourage it. These are the cases of “entrepreneurship-inhibiting social 

capital” (Westlund & Bolton, 2003).  

Portes (1998) discussed the reasons of such a negative outcome and he showed four 

main potential negative consequences of social capital: 

 

• Exclusion of outsiders; 

• Excess claims on group members; 

• Restrictions on individual freedoms;  
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• Downward leveling norms. 

 

Firstly, the exclusion of outsiders may inhibit the innovation process, since the 

aggressive entrepreneurship requisite to the Schumpeterian process of creative 

destruction is prevented by the “social institutions” aimed at the preserving the current 

conditions (Westlund & Bolton, 2003) and the local balance of power. Grabher (1993) 

defines this condition as “the weakness of strong ties”, paraphrasing the more famous 

“strength of weak ties” developed by Granovetter (1973). Grabher noted that in the 

Ruhr region (Germany), firms became so dependent on one another that it turned out in 

a lack of newness and information from outside, impeding long-term development 

(Grabher, 1993).  

Secondly, the excess claim on group members can become a burden that entrepreneurs 

have to cope with. Indeed entrepreneurs may be faced with increased pressure from 

relatives and friends, who may try to leverage their relationships to obtain jobs and 

loans. Such free-riding behaviors may be detrimental to the firm's growth, putting 

promising enterprises at risk of becoming welfare hotels (Portes, 1998; Geertz, 1963). 

Thirdly, restrictions on individual freedoms is more intuitive. Indeed, on the one hand in 

small communities, all neighbors know each other and can benefit from this condition – 

credit at corner store, mutual aid in childcare, etc. – on the other hand, such a level of 

acquaintanceship may turn out to be a form of social control, restricting personal 

freedoms and beliefs, leading to young and independent-minded people to leave the 

community (Portes, 1998). 

Fourthly, the downward leveling norms are related to the lack of opportunities for each 

person within a community. Indeed, in a close community experiencing deprivation, the 

success story of someone can be seen negatively from those who feel unable to reach 

his/her own success. The result is downward leveling norms that strengthen the 

relationship among people experiencing troubles and force those more ambitious to 

leave the community (Portes, 1998).  

 

In figure 7 the degree of “positive” social capital is higher than the negative one, 

bringing to the potential positive outcomes mentioned above. Therefore, the larger the 

proportion of positive social capital, the greater its positive impact on supply costs and 

entrepreneurship. Vice versa, social capital would turn out to be an obstacle for 

entrepreneurship formation (Westlund & Bolton, 2003).  
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These issues, as potentially intrinsic factors within deprived communities, will be taken 

into account in proposing public policies aiming at regenerating places in endogenous 

way. 

 

 

2.2.1 Local Entrepreneurship within the Policy Agenda 

 

A large number of studies have demonstrated the strong connection among local 

entrepreneurship, social capital and regeneration of distressed communities (Welter, 

2011; Stam et al. 2014, OECD, 2004; McKeever et al., 2015; Zoltan et al., 2008) and, 

most of them argued that communities shape and are shaped by entrepreneurship. In 

particular, the study of McKeever et al. (2015) demonstrated how through social bonds 

and affinity to community and place, local entrepreneurship regenerates distressed 

communities. McKeever et al. (2015) highlight that the economic process of the 

community they analyzed was the outcome rather than the instigator of local 

entrepreneurship. More specifically, they argued: “[community] is much more than 

merely a facilitator for entrepreneurship. It is instead an integral part of the 

entrepreneurial process because it is both a means and an end” (McKeever et al., 2015). 

As expression of the interaction among individuals and communities (Welter, 2011) the 

encouragement of local entrepreneurship turns into the strengthening of deprived 

communities as whole. 

 

The OECD (2004) recognized the central role of entrepreneurship in recovering 

deprived communities: “Entrepreneurship – both of traditional and non-profit type – is a 

central pillar of economic development, job creation and social inclusion, and a catalyst 

for urban regeneration in deprived areas”. 

Also at the institutional level, entrepreneurship has increasingly been seen as a remedy 

to social exclusion of deprived areas (see HM Treasury, 1999; SITF, 2003, HM 

Treasury March, 2005). In U.S. the importance of entrepreneurs and small businesses, 

connected to their specific local context, has been the central theme of discussion for 

economic recovery from the crisis. The reasons are:  

 

• New companies create the majority of net new jobs in the economy;  

• Small businesses employ local residents;  
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• New and small business play a pivotal role in creating a unique sense of place 

that      enhances a community’s quality of life; and  

• In a more footloose, global economy, homegrown businesses may have deeper 

roots than those gained through attraction strategies (National League of Cities, 

2012). 

 

Within the EU, the recognition of the importance of entrepreneurship and its local 

dimension has had different stages of development. In the 2003 there was the 

publication “Green Paper: Entrepreneurship in Europe”, which said:  

 

“It is increasingly new and small firms, rather than large ones, that are the major 

providers of new jobs. Countries exhibiting a greater increase in entrepreneurship 

rates tended to exhibit greater subsequent decreases in unemployment rates. […] An 

occupation is not just a way to earn money. People have other criteria in their career 

choices, such as security, level of independence, variety of tasks and interest in their 

work. Higher income levels may prompt people to fulfill ‘higher needs’, such as self-

realization and independence, through entrepreneurship. The British Household 

Survey found that, in addition to material motivations (money and status), people 

chose to become entrepreneurs as a means to self-fulfillment (freedom, independence 

and challenge)[…] Entrepreneurship can also contribute to fostering social and 

economic cohesion for regions whose development is lagging behind, to stimulating 

economic activity and job creation or to integrating unemployed or disadvantaged 

people into work” (EU Commission, 2003). 

 

Even though recognizing the economic and social role of entrepreneurship, as seen at 

beginning of the subchapter, it is important to highlight that this EU Commission’s 

document did not mention the essential feature of entrepreneurship: its territorial 

dimension, based on localities’ milieu (networks, social relations, traditions, local 

culture, local environment). Within the Green Paper, entrepreneurship is considered just 

for its production features – “[…] new and small firms rather than larger ones […]” – 

rather than for the actual connection with the places where it rises – in terms of local 

supply chain, local products and resources etc. 

The objection makes sense. As argued by Gleaser et al. (2009): “Can the economic 

history of Detroit be told without Henry Ford and Alfred Sloan? Would Ford have 
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achieved the same success if he had worked in Houston? Would Silicon Valley have 

experienced its remarkable growth without Frederick Terman and William Shockley”? 

The list would be longer, just think about the case of Campania region in Italy and its 

cluster of small enterprises producing “buffalo mozzarella”, or the local production of 

the “piennolo cherry tomato” at the slope of Vesuvius Volcano, close to Naples.  

Local entrepreneurship is the cause and the consequence of certain local factors. It 

arises in specific places (Steyaert & Katz, 2004), where is socially situated (Cope, 2005; 

Fligstein, 2001) and then it extends beyond its economic domain (Gartner et al., 2006; 

Watson, 2013). 

 

However, in 2005, with the document “Territorial State and Perspective of European 

Union”, The European Commission introduced at institutional level the concept of 

“territorial capital” within the economic development debate: “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 […] Although not explicitly 

mentioned in the strategy, the Lisbon [strategy’s] aims implicitly incorporate a strong 

territorial dimension by strengthening the territorial capital of Europe’s cities and 

regions in the following ways: exploiting the endogenous (author’s italic) potentials of 

an area; including natural and cultural values, promoting an area’s integration and 

connectivity to other areas that are important for its development; promoting horizontal 

and vertical policy coherence or territorial governance” (EU Commission, 2005).  

The overall local dimension is, finally, strongly connected to the economic development 

policy actions. 

 

This argument was developed within other several official documents (see Territorial 

Agenda, 2007; Leipzig Charter, 2007; Report Barca, 2009), but the fundamental 

importance of territorial dimension within economic development policy arena has been 

emphasized with the adoption in 2010 of the new innovation policy called “Smart 

Specialization Strategy”, which aims at promoting the efficient and effective use of 

public investments in research. The chapter will not cover a deep understanding of the 

Smart Specialization Strategies (S3) concept because it would detract the attention from 
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the actual focus of this PhD thesis. However it is important to highlight that the 

essential feature (in theory)1 of such an R&D and Innovation policy for economic 

development is its territorial dimension. The local/regional dimension turns out to be 

essential for both the European Union as whole, in order successfully achieve the 

Europe 2020 priorities - Smart, Sustainable and Inclusive Growth - and for every single 

European Region, since the design of S3 is an ex-ante conditionality to be eligible for 

the European Regional Development Funds (ERDF). 

As argued by Dominique Foray (2011), the scholar which conceptualized the Smart 

Specialization concept:  

 

“[…] To put it bluntly, a successful smart specialization strategy will not be found 

by reading the tables of contents of the most recent issue of Science or Nature but 

rather by observing the structures of the [local] economy and supporting the 

processes of discovery undertaken by the firms and other organizations operating in 

this economy […] Smart specialization […] involves the discovery of what makes a 

local knowledge base original and somewhat unique (author’s italic). Therefore, a 

commitment to smart specialization strategies can promote greater diversity of 

areas of knowledge and expertise within the system, thereby rendering the entire 

economy more able to enjoy the benefits of distinct local agglomeration economies 

and less vulnerable to both supply and demand shocks emanating in global 

markets”. 

 

Before further development of the concept of territorial capital and its relationship with 

the rise of local entrepreneurship, it is essential to recap the most relevant knowledge 

emerged within the last two sections: 

1) Local entrepreneurship is the main actor within endogenous development 

perspective; 

2) Social capital has an essential role within the creation of local entrepreneurship; 

3) Places have their own specific territorial capital which local entrepreneurship has to 

exploit, bringing to an overall endogenous economic development. 

 
                                                
1	The	 territorial	 dimension	 of	 S3	 is	 one	 of	 the	 research	 focus	 of	 MAPS-LED	 “Multidisciplinary	 Approach	 to	 Plan	 Smart	
Specialization	Strategies	for	Local	Economic	Development”	a	Marie	Sklodowska-Curie	RISE	research	project	funded	by	the	
European	Union’s	HORIZON	2020	program	for	Research	and	Innovation	
(http://ec.europa.eu/programmes/horizon2020/en/what-horizon-2020).	 The	 author	 of	 this	 thesis	 is	 involved	within	 the	
research,	which	is	still	in	progress	and	it	is	expected	to	produce	results	by	the	end	of	2017.	
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The narrative developed so far highlights the topics that policy makers should focus on 

in order to undertake an endogenous economic development. However, a further 

argument is needed to identify more specifically the targets of endogenous-based 

initiatives the ways to implement them. The next subchapter will show that the concept 

of territorial capital and its theoretical taxonomy is useful for such an aim. 
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2.3. LOCAL ENTREPRENEURSHIP WITHIN THE TERRITORIAL CAPITAL 

APPROACH 

 
The concept of territorial capital helps to better conceptualize the endogenous 

development approach also from a theoretical perspective, since there have been 

scholars arguing that such an approach does not have a paradigmatic structure as the 

most traditional development schemes (see Pieterse, 2000). 

By examining fully the concept of territorial capital, it is possible to understand more 

specifically which are the factors to leverage in order to trigger an endogenous 

development. Once these factors are recognized, endogenous-based urban regeneration 

may be considered as the initiatives to leverage those factors. 

In sum, the relationship between local entrepreneurship and territorial capital may raise 

policy implications useful within the urban regeneration argument. 

 

The OECD was the first (2001a) that introduced the concept of territorial capital within 

the policy arena. It provided a set of factors constituting the territorial capital: “These 

factors may include the area’s geographical location, size, factor of production 

endowment, climate, traditions, natural resources, quality of life or the agglomeration 

economies provided by its cities, but may also include its business incubators and 

industrial districts or other business networks that reduce transaction costs. Other 

factors may be ‘untraded interdependencies’ such as understandings, customs and 

informal rules that enable economic actors to work together under conditions of 

uncertainty, or the solidarity, mutual assistance and co-opting of ideas that often 

develop in clusters of small and medium-sized enterprises working in the same sector 

(social capital). Lastly, according to Marshall, there is an intangible factor, ‘something 

in the air’, called the ‘environment’ and which is the outcome of a combination of 

institutions, rules, practices, producers, researchers and policy makers that �make a 

certain creativity and innovation possible” (OECD, 2001a). 

 

However, the first scholar that implemented a theoretical taxonomy of the territorial 

capital concept was Camagni, in 2008. The importance of Camagni’s territorial capital 

conceptualization lies in the identification of the “grey areas” among the widely 

recognized factors constituting a territory.  



ENDOGENOUS ECONOMIC DEVELOPMENT: FROM REGION TO NEIGHBORHOOD 

 71 

Territorial capital concept literally, embraces several notions, - embeddedness 

developed by Polanyi ([1944] 1957) and Granovetter (1973), social capital, as 

conceptualized by Putnam (1993), human capital (Lucas, 1988), and, as highlighted by 

Perucca (2014), both public capital (De Haan & Romp, 2007) and private capital 

(Barro, 1991) – whose interaction may provide some essential insights about the ways 

to implement endogenous initiatives.  

Camagni (2008) shows the factors constituting territorial capital by using a three-by-

three matrix, where the two main dimensions are (Tab. 6): 

• Rivalry: public goods, private goods and an intermediate class of club goods 

and �impure public goods;� 

• Materiality: tangible goods, intangible goods and an intermediate class of mixed, 

hard- �soft goods.  

 
Table 6: Territorial Capital Matrix. Adapted from Camagni, 2008 
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All these assets are physically produced, or supplied by history or “God”. If they are 

immaterial, they can be set-up both intentionally (coordination and cooperation 

networks, governance) and unintentionally, through social interaction for community 

goals (Camagni, 2008). 

The four extremes of such a matrix, which Camagni (2008) defines “traditional square”, 

represent the traditional targets of public policies (public and private goods, human and 

social capital). The intermediate classes of factors, which Camagni (2008) defines 

“innovative cross”, may suggest a new focus for local and regional policy makers. 

 

The policy focus on some factors of this grey area may correspond with the cluster 

initiatives ideas (or cluster policies if initiated by the public sector) that are spreading all 

over the world after Porter’s work. By looking at the definition provided by Ketels et al. 

(2013), a cluster initiative is defined as: “an organized effort - taken by the government, 

if it is a policy (ECPG, 2008) - to increase the growth and competitiveness of a cluster 

within a region, involving cluster firms, government and/or research community” 

(Ketels et al., 2013). This connection, actually, makes sense.  

Camagni also identifies the potential policies focused on the innovative cross’ as 

reinforcing tools for the whole area’s economy. The reasons of such an argument are at 

least two. 

 

First, these policies increase local competitiveness and attractiveness. Indeed, arguing 

about a sort of shift back to a new supply-side model for local economic development, 

Camagni states:  

 

“[…] these supply conditions must necessarily refer to factors completely different 

from the traditional ones – namely capital and labor, local resources, perhaps 

extended to infrastructure endowment. […] The shift is not at all a terminological 

one: a cognitive approach is increasingly taking the place of the traditional 

functional approach. It shows how cause– effect, deterministic relationships should 

give way to other kinds of complex, inter-subjective relationships which impinge 

on the way economic agents perceive economic reality, are receptive to external 

stimuli, can react creatively, and are able to cooperate and work synergistically. 

Local competitiveness is interpreted as residing in creativity rather than in the pure 

presence of skilled labor; in local trust and a sense of belonging rather than in pure 
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availability of capital; in connectivity and relationality (being relational, author’s 

note) more than in pure accessibility; in local identity, beyond local efficiency and 

quality of life” (Camagni & Capello, 2013). 

 

The second reason is related to both the processes of accumulation/dissipation and 

valorization/depreciation which characterize capital in general.  

A policy focus on the innovative cross’ factors brings an accumulation/valorization of 

traditional square’s capitals, rather than their dissipation/depreciation (Camagni, 2009). 

Furthermore, by considering capital for its material or immaterial essence, Camagni 

says: 

 

“Generally, tangible assets are subject to traditional supply processes, while 

intangible assets operate in the sphere of ‘potentials’. The ‘mixed’ category, 

merging the two components, translates abstract potentials into actual assets, 

defining shared action strategies, complex relational services, and concrete 

cooperation agreements between private and public partners” (author’s italic) 

(Camagni, 2008). 

 

It follows that the rise – or the enhancement – of local entrepreneurship (potential asset) 

within a territory can be fostered by a policy focus on the territorial capital’s relational 

factors. Such an argument matches the endogenous development premises and aims 

seen at beginning of the chapter.  

Figure 8 synthetizes the concept. 
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Figure 8: The policy focus on the territorial capital’s relations factors (innovative cross).  

Adapted from Camagni (2008) and further developed by the author 

Finally, Camagni concludes his argument with a telling example of territorial capital 

notion and the related new strategies necessary to cope with the issue of the knowledge 

society: 

 

“[…] instead of (or besides) injecting public money directly into the system of 

firms, universities and research centers, which by and large are self-referential 

systems with their own specific goals, public policy should support ‘relational’ 

actions, such as common schemes and production projects built through 

cooperation among the above-mentioned actors operating on the local or regional 

scale; or it should support ‘transcoding’ services linking scientific output and 

business needs / ideas, such as transfer of R&D, development of a science-based 

entrepreneurship or university spin-offs. More generally, the approach suggests a 

new role for local or regional policy-makers as the ‘facilitators’ of linkages and 
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cooperation among actors, both at the regional and the inter-regional/inter-national 

scale” (Camagni, 2008). 

 

Within the conceptualization process of the endogenous-based urban regeneration 

Camagni’s work is essential.  

This theoretical taxonomy makes it possible to identify the assets of places and to better 

understand the relations that already exist - or can be potentially created - among such 

assets. However, this matrix deserves to be deepened also from a geographical 

perspective. 

 

Territorial capital matrix differs from place to place.  At regional/metropolitan scale, 

places possess a diversified supply of territorial capital factors (either weak and/ or 

strong) that makes sense to considerate advanced forms of capitals (agencies for R&D 

transcoding, strategic alliance in R&D and knowledge etc.) as the matrix’s mixed (hard 

+ soft) factors.  

However, in a way, this rationale sounds quite similar to exogenous policies seen in the 

previous chapter. Indeed, even fostering site-specific capitals, development policies at 

territorial scale are still not able to distribute wealth to the territory in its entirety. The 

empirical experience shows that, in fact, it possible to find neighborhoods experiencing 

deprivation still within a successful urban region. Just think about the city of Boston 

and its MSA. 

 

It may be said, with a high level of confidence, that such an area has a diversified stock 

of factors within its territorial capital and, still with a high level of confidence, that such 

an amount of factors is advanced, in terms of their quality and quantity (level of 

entrepreneurship, skilled people, investments, infrastructures etc.). Yet, there are still 

neighborhoods experiencing deprivation, segregation and urban decay (Dorchester, 

Roxbury, Chelsea etc.), not benefitting at all from the regional policies focused/cluster 

policies focused on the mixed factors. 

The reason behind this kind of impact “leakage” may suggests that endogenous 

development policies, at regional/metropolitan scale, may turn out to be as exogenous 

respect to certain neighborhoods. Once again, the expected trickle down effect may be 

either slow in coming or, if it occurs, it may lead to gentrification and displacement 
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dynamics combined with further city expansion with “new” poor neighborhoods, more 

and more far from the city center.  

Figure 9 is an attempt to sketches this concept of public policies’ impact leakage. 

 
Figure 9: The Impact Leakage of Public Policies, developed by the author. 
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This condition makes room for the opportunity to propose endogenous development 

initiatives also at neighborhood scale. On the one side, these endogenous-based 

initiatives at urban scale may bring a to sort of neighborhood self-reliance while, on the 

other side, such initiatives can make the deprived neighborhoods of an area really 

integrated with its urban region endogenous development. 

The territorial capital matrix can be still a useful tool for the aim to find neighborhoods 

assets and to foster them. However, on these terms, the geographic scale does matter. 

Within a smaller geographic scale, different relational factors have to be considered in 

order to regenerate distressed communities and make them fully involved in the 

regional economy. 

 

Within this effort to conceptualize an endogenous-based urban regeneration theoretical 

framework, the theoretical taxonomy developed by Camagni can be interpreted 

differently, considering different innovative cross’ factors due to: 

• Change of scale, from a regional to a neighborhood one; 

• The actual assets within deprived neighborhoods that, of course, are different 

from those considered for regional areas. 
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2.4 THE TERRITORIAL CAPITAL OF DEPRIVED NEIGHBORHOODS 
 

As already argued in the previous subchapter, while regional level endogenous 

development can result in an aggregate increase and improvement of capital, the 

empirical experience shows that at local level (neighborhood or district) the results are 

still questionable. 

Such a condition suggests the opportunity to develop a different territorial matrix, at 

different scale, with different mixed factors and with urban regeneration initiatives 

having the same aims: 1) capital accumulation/valorization, 2) translating abstract 

potentials into actual assets. 

Thus, which are the mixed factors (policy focus) within deprived neighborhoods to 

support with public policies, in order to have a “trickle-up” effect, benefitting the entire 

community (Fig. 10)? 

 
Figure 10: The need of a New Policy Focus for Deprived communities at local level. Based on Camagni (2008), 

Developed by the author. 
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Regarding the traditional square, it is possible to assume that any community, at any 

geographical scale, possesses the general factors constituting it – private and public 

goods, human capital, social capital, etc. 

It is obvious that such categories differ from place to place not only for the elements 

they contain (i.e. different kind of natural resources, different cultural and historical 

heritage, different kind of private capital stock, etc.), but also for the quality and 

quantity of such elements (i.e. how many natural resources? How are they maintained? 

How many historical heritage sites? Are they well maintained?). 

Regarding the innovative cross, the informal economy can provide important 

information for the identification of the relational factors. 

 

Within deprived communities, social relations are the essential factor in order to face 

the lack of goods/services and allow people to survive. 

It is possible to say that social relations and mutual aid among community members 

take the place of public policies when the latter are absent or inefficient. 

Informal economy is living proof of such an assumption.  It represents the grey area 

between illegal and formal economic activities. By relying upon trust and social 

relations, informal economy is the only resource for some people to alleviate their 

deprivation.  

The studies on the topic “informal economy” have produced different categorizations of 

it (Evans et al., 2006). In general, informal economy is mainly divided in unpaid 

informal work and paid informal work. By looking at the categorization made by 

Williams & Windebank (2002) and Gershuny (1979), it is possible to distinguish 

informal economy in mainly five categories: 

 

Paid informal work: 

• Independent Informal activity - activity carried out on an individual basis and the 

products are sold on without any intermediaries; 

• Dependent Informal activity - which takes place as part of formal activities but are 

not included in official records i.e. illegal work ‘off the books’ carried out by 

officially recognized enterprises.  
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• Semi-independent Informal activity - activities carried on outside formal 

enterprises, but whose output is directed to those enterprises (i.e. in the form of 

subcontracting, non-licensed or illegal work).  

 

Unpaid informal work: 

• Self-provisioning, Do it yourself (D.I.Y.) – work that is undertaken by 

household members for themselves and/or other household members; 

• Mutual aid – unpaid work by household members for members of other 

households;  

 

According to this classification, it is possible to produce another matrix three by three 

whose dimensions are (Tab. 7): 

• Degree of “formality”; 

• Community scale. 

 

The formal and illegal degrees of formality will be not shown in the matrix since the 

former would not provide useful information for the argument, while the latter is 

considered as the embodiment of that kind of social capital inhibiting local 

entrepreneurship and development, as seen in section 3.1. 

 

 
Table 7: The way informal economy occurs within a community.  

Based on Williams & Windebank (2002) and Gershuny (1979), developed by the author 
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While the ways that dependent and semi-independent informal works occur are easily 

understandable by the above-mentioned definition, the concept of independent informal 

work is worth a more in-depth review. The latter turns out to be a kind of 

entrepreneurial behavior in embryo or, as defined by Jordan & Travers (1998), a school 

of entrepreneurialism. Indeed, through domestic works, sometimes literally run at home 

or as house to house services – like hairdressing, teaching etc. -, households try to 

identify an opportunity - a community need not fulfilled - and pursue it in order to 

create new value for both itself and the community. The established social relations and 

geographic proximity are essential for the development of such a kind of informal 

works. 

Self-provisioning – D.I.Y. actions refer to unpaid work conducted by household 

members for themselves or for other members of their household that would otherwise 

have to be undertaken by paying a formal worker.  

Mutual aid may occur as one to one relations, in terms of informal credit with the local 

corner store, or also in terms of services, like childcare, or unpaid traineeship of young 

people to learn a job etc., or in collective terms, as social actions for the neighborhood - 

community garden management etc. Again, the personal relations play an essential role 

in this kind of informal activities. 

 

Certainly, the nature and type of informal works is peculiar to places and it is influenced 

by the extent and nature of formal and illegal economic activities, the characteristics of 

local labor market, the characteristics of population and the relations between local and 

regional economies. In sum, the ways and the extent how informal economy occurs 

within places varies from community to community (Evans et al., 2006).  

It is essential to highlight that such a briefly developed argument is not providing any 

kind of judgments about the fairness or the consequences of informal economic 

activities, because it is not the intent of such doctoral thesis. They just exist, it is a 

matter of fact; thus, as such, they should be taken into account in order to draw relevant 

information about communities, their unexploited potentials and the ways to regenerate 

them. 

In this short digression informal economy has been taken in consideration only to show 

how informal economic dynamics may occur just as outcome of social relations.  
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On the one hand, they reflect the informal ways that community actors develop to face 

the obstacles to fully participate in the formal economic system and, on the other hand, 

they also provide some hints on the potential focus of public policies. 

It may be said that informal economy suggests that the smaller the geographical scale 

becomes, the more individual relations matter and have to be take into account within a 

policy framework. In a way, the social relations practices, seen within informal 

economy, may be considered both as assets to exploit and needs to fulfill. 

According to this idea, the territorial capital matrix may turn into observational lens 

through which to analyze deprived communities and to figure out both their assets and 

their real needs. Therefore, by implementing differently the territorial capital matrix and 

substituting some factors with others more relevant for the case of deprived 

communities, the result will be (Tab. 8): 

 
Table 8: The territorial capital matrix of deprived neighborhoods. Based on Camagni, 2008. Developed by the author 
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This interpretation of territorial capital matrix in a new territorial capital matrix of 

deprived neighborhoods, provides some information that, actually, are quite similar to 

those provided by the Camagni’s one. Also in this case, the “innovative/informal cross” 

may translate potential assets into actual ones. For instance, it is thanks to paid informal 

work, based on direct relations, that individuals develop an “in-embryo” entrepreneurial 

skills; or it is through informal credit among individuals that people may fulfill some 

everyday needs or even run an informal business; or it is through the management of 

community gardens and collective actions that communities may improve their 

relational capital; or also the case of informal apprenticeship, which can bring to human 

capital improvement in order that young people might find themselves in possession of 

trade or skill to run their own business.  

 

However, this kind of economy still remains precarious since these relations, although 

potentially strong and close, are themselves precarious. Indeed, most of the time, people 

of deprived communities, have to move away from their neighborhoods for several  

reasons: because of job opportunities elsewhere, because evicted and then displaced in 

other places, or even for problems with justice etc. It follows that such relational assets 

are, firstly, potentially doomed to be lost and, secondly, not sufficient to overcome the 

widely recognized obstacles faced by communities in the rising of formal local 

entrepreneurship. 

As showed within SMEs research and practical experience, these obstacles are mainly 

(Curran & Blackburn 1994; Storey 1994; Berg et al. 2004):  

 

• Small savings and the declining purchase power of consumers in these 

localities, � 

• A lack of entrepreneurial skills, entrepreneurial experiences and role models 

of �successful entrepreneurs; � 

• A lack of appropriate working space and meeting points in the locality, an 

often �distant location from the city center and an unattractive ambiance of the 

area; � 

• A strong tendency of small business formation in business fields, where low 

entry thresholds and low opportunities for growth, but high competition go 

hand in hand, resulting in less sustainable business models (e.g. household 

services, �retail trade, catering); � 
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• A lack of social capital, both due to the absence of network organizations and 

the �individuals’ lack of resources—time and money—to engage themselves in 

networks. � 

 

The next chapter will show what it is meant for endogenous-based urban regeneration, 

by taking into account all the above-mentioned positive and negative factors 

characterizing deprived communities. 
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2.5 CONCLUSIONS 
 

This chapter has tried to bring out some key issues concerning endogenous 

development. 

On the one side, the chapter has described either the main socio-economic factors of 

endogenous development and the resounding relevance that such an approach has 

within the policy arena. In particular, starting with the relationship between social 

capital and local entrepreneurship, the chapter has reviewed the territorial capital 

concept and showed, through Camagni’s matrix, its constituting factors 

(tangible/intangible and mixed; private/public and mixed). The latter turned out to be 

the assets to leverage through public policies in order to foster endogenous development 

within a region or a metropolitan area. 

 

On the other side, the chapter has tried to draw the attention on the need to take into 

consideration, within the regional policy-making process also the potential 

discrepancies between the policy impacts at regional or neighborhood scale. 

Indeed, the chapter has highlighted that also the development from within an area may 

not correspond with the development of the same area considered in its entirety. 

For this reason, this doctoral dissertation has suggested the chance to develop an 

endogenous approach also at neighborhood scale, whose policies take in consideration 

different additional assets to leverage 

In particular, by reviewing informal economy dynamics occurring within certain 

neighborhood experiencing deprivation, the chapter showed that informal social 

relations might turn out to be a substitute even to some public policies in alleviating 

poverty, above when those policies don't’ guarantee an actual wealth distribution, in 

terms of goods and services. 

 

The chapter proposed a different territorial capital matrix, developed at neighborhood 

scale, whose constituting factors are those identified within the informal economy. 

The obtained result is a matrix which highlights its factors either as neighborhood’s 

assets, since it emphasizes how social relations may have an economic impact on their 

own, and as neighborhood’s needs, since the various ways in which the informal 

economy manifests itself indicate the real needs of the community. 
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The next chapter will show how these deprived neighborhoods’ assets/needs can be 

supported by neighborhood-based initiatives, conceptualizing an actual endogenous-

based urban regeneration framework of actions. 

The integration of these neighborhood-based initiatives within a regional perspective 

can give deprived neighborhoods the opportunity to benefit from endogenous 

development’s impacts. 
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CHAPTER 3 

ENDOGENOUS-BASED URBAN REGENERATION 
 

 

This chapter will try to provide a conceptualization of endogenous-based urban 

regeneration strategy. The aim of the chapter is twofold, since it has both proponent and 

analytical character.  

Indeed, on the one side, the chapter will provide a general framework of actions - 

endogenous-based urban regeneration initiatives - that can lead to an overall 

endogenous development. On the other side the chapter will analyze the policies and 

grassroots initiatives suggested (urban regeneration initiatives), in order to show  

1) How do they work,  

2) Their weaknesses and strengths,  

3) Their potential mutual reinforcing effect, if implemented together within a single 

strategy. 
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3.1 THE FRAMEWORK OF ACTIONS FOR ENDOGENOUS-BASED URBAN 

REGENERATION 
 

The argument developed so far within the chapter has been essential to better 

understand both the hidden potentials and the widely recognized limits of deprived 

communities in their process of upgrading from within rather than from without. 

Therefore, considering, on the one hand: 

 

• The entrepreneurship-inhibiting effect of deprived communities’ social capital; 

• The aforementioned obstacles that are usually experienced by deprived 

communities in the rising of local entrepreneurship; 

 

while, on the other hand: 

 

• The socio-economic potentials of social relations within deprived communities; 

• The extra local resources, not considered so far, that might have not been exploited 

efficiently (Universities and R&D centers, local SMEs already established, 

potential environmental resources, cultural heritage, profit and not for profit 

community-oriented organizations operating within the community, local supply 

chain, etc.), 

 

it is possible to state that for the conceptualization of endogenous-based urban 

regeneration strategies – namely an urban policy (or a set of) aimed at supporting and 

creating local entrepreneurship and involving the local stakeholders of deprived 

communities in order to create, first, the breeding ground for community empowerment 

and specialization and, second, to improve the overall urban conditions to deliver an 

inclusive, sustainable and efficient economic development (see previous chapter) – it 

turns out to be necessary: 

 

• to establish a “civic think tank”, constituted by local stakeholders (community 

organizations, public authorities, private associations, etc.) , aimed at identifying 

actual community needs, unexploited hard and soft potentials (i.e. physical 

resources, socioeconomic relations, tacit knowledge etc.) available technologies 
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and social innovation practices useful for urban regeneration (sharing economy 

practices and technologies like time banking, local currencies, crowdfunding, etc.); 

• to reinforce local control over land, in order to avoid displacement effects, due to 

economic development, through the establishment of specialized community 

organizations and the development of different ownership schemes; 

• to reinforce social capital through the spread of sharing economy practices, the 

promotion of collective actions (community gardens, local markets, local festivals) 

and the involvement of the community within decision-making processes; 

• to create/reinforce local socio-economic networks in order to boost local 

production’s efficiency and increase return of scale, through the establishment of a 

local currency. The latter aimed at reinforcing mutual trust and retaining 

consumptions and expenditures at local level; 

• to set up public policies (or, at least, informal agreements through sharing 

economy and social innovation practices) aimed at encouraging the development 

and improvement of a sustainable local value chain; 

• to make available local revolving funds to improve the connection between  social 

and economic dimension and to provide additional public services; 

• to set up tax policies aimed at hiring local people and to start a new business; 

• to set up a local agency aimed at managing exogenous funds (national and 

supranational grants, donations, social impact bonds, etc.) in order to make them 

really endogenous development-oriented (for the financing of local start-ups and 

SMEs, workforce training and development,  social innovation practices); 

• to establish local agencies providing economic mentoring and “flexible” workforce 

training programs, aimed at upgrading the local workforce’s skills and creating an 

entrepreneurial culture, through “learning by doing” practices; 

• to set up public policies to foster ownership, affordable housing, shared and 

affordable workspaces. 

 

In a way, these actions represent the implementation of the aforementioned policy focus 

of deprived communities’ territorial capital.  

Camagni, in his matrix, took into account a larger territorial scale (regional) with 

different factors, and, thus, his focus could have resulted in different policy actions. 

Instead, by looking at the “innovative/informal cross”, of deprived communities’ 
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territorial capital (local scale), developed by the author in the previous chapter, the 

policies to implement will be slightly different.  

In particular, by reformulating the territorial capital matrix, it is possible to have an 

actual framework of actions of endogenous-based urban regeneration strategy (Tab. 9): 

 
Table 9: The general framework of actions for endogenous-based urban regeneration.  

Based on Camagni (2008), developed by the author 
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The next subchapters will explain more in depth aforementioned initiatives and they 

will highlight their potentials in order to achieve the endogenous-based urban 

regeneration’s aims. However, such initiatives, in most of case, have been employed 

separately rather than in combination. As a set of complementary policies and actions, 

the author suggests that they might benefit of a potential mutual reinforcement effect, 

which may bring to different and more successful outcomes. 

The last subchapter will highlight the potential mutual reinforcement effect, by 

analyzing how the gaps of one initiative can be filled by the characteristics of the other 

one. 

The author, even not analyzing them in the next pages, consider essential the 

implementation of public policies aimed at providing tax reliefs/subsidies for new local 

businesses or for hiring local people.  
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3.2 WORKFORCE UPGRADING  
 

The European Commission (2003) defines entrepreneurship in this way: 

“Entrepreneurship is first and foremost a mindset (author’s italic). It covers an 

individual’s motivation and capacity, independently or within an organization, to 

identify an opportunity and to pursue it in order to produce new value or economic 

success. It takes creativity or innovation to enter and compete in an existing market, to 

change or even to create a new market. To turn a business idea into success requires the 

ability to blend creativity or innovation with sound management and to adapt a business 

to optimize its development during all phases of its life cycle”. It follows that the 

emergence of local entrepreneurship has to be also related to training and mentoring 

policies for workforce development rather than just fiscal benefits and financial 

resources. 

 

Training programs have been quite common within urban policies aimed at helping 

deprived communities to rebuilds themselves. However, the way these programs have 

been generally implemented (lectures with an instructor etc.) may result to be not really 

effective, due to a sort of spatial and age mismatch between learning activities and 

people living in deprived communities. 

As pointed out by the CEDEFOP (2011), the EU center of development and vocational 

training, two conditions should be taken into account within training programs set up in 

order to make them really effective: firstly, people that are more willing to participate in 

learning activities are those more qualified and, secondly, people also tend to do less 

life long learning and training activities as they grow older, irrespective of their 

qualifications level. The spatial and age mismatch is clear, since, firstly, deprived 

communities are characterized by low skilled people (spatial mismatch) and, as showed 

by the CEDEFOP (2011), the 60% of low qualified people in Europe are over 45 years 

old (age mismatch). 

For these reasons workplace learning and mentoring activities may turn out to be the 

right solutions to overcome the obstacles to support workforce development and the rise 

of local entrepreneurship. 
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3.2.1 Workplace learning 
 

The importance of workplace learning has been highlighted by a range of EU policy 

papers: the Commission’s 2001 Communication Making a European Area of lifelong 

learning a reality; the 2002 Council Resolution on lifelong learning (European 

Commission, 2001; Council of the European Union, 2002); and the 2010 

Communication A new impetus for European Cooperation in VET to support the EU 

2020 strategy (European Commission, 2010b). 

Challenging tasks, which involve decision-making, problem solving, judgment, peer 

learning and applying new knowledge, reflect the breadth and diversity of learning in 

the workplace. Reiterative work patterns not only inhibit learning but, in the long run, 

have a deskilling effect. However, enterprises may lack the expertise to transform their 

work organization into one that stimulates learning, and may require external support.  

The aforementioned “civic think thank” may gather universities and unions in order to 

make workplace learning happen. Such actors, by joining the civic think tank, may help 

employers and employees 1) to identify workers’ skill shortages and training needs, 2) 

to develop transferable skills in order to increase workers’ employability or readiness to 

progress. (CEDEFOP, 2011) 

 

 

3.2.2 Mentoring and the role of universities 
 

Mentoring activities may be essential for the rise and upgrade of local entrepreneurship. 

Indeed, one of the main causes of start-up businesses’ failure is “young entrepreneurs”’ 

lack of experience and competency in finding effective solutions within difficulties or in 

discovering profitable niches for their business (Baldwin et al., 1997; Festervand & 

Forrest, 1991; Gaskill et al., 1999). Mentoring activities are aimed at promoting 

hierarchical ascension and wage increase for the protégé, while developing a better 

overall understanding of the organizational culture (St-Jean & Audet, 2009). 

In an endogenous perspective, universities and research institutions might perform such 

a mentoring role. Such a connection can bring, actually, to mutual benefits for both the 

entrepreneurs and universities: the former may benefit of knowledge and innovation 

owned by the academia, the latter may have the opportunity to get closer to real world 
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cases studies, in order to develop further research, to gather a larger set of more 

meaningful data, etc.  

In Europe, there is an increasing awareness about the function that universities may 

perform beyond their main role of research and education institutions. This is not only 

because of the widely recognized mutual beneficial relationship, but also because public 

funding for higher education is coming under scrutiny of society as whole, above all in 

this period of economic difficulties. It results that universities have to demonstrate their 

value in contributing for social and economic development (Kempton et al., 2014). 

This widened role has been highlighted in the agenda adopted by the Commission in 

September 2011 for the modernization of Europe’s higher education systems (European 

Commission, 2011) and has been promoted by the OECD in its reviews of higher 

education in regional and city development which began in 2005. The aim of such an 

institutional debate is to mobilize higher education for economic, social and cultural 

development of cities and regions (OECD, 2007). 

 

By joining the “civic think tank” of deprived communities, universities may have an 

essential mentoring role for local entrepreneurship. By rigorously assessing the 

potentials of a place, in terms of competencies, unexploited resources and innovation, 

universities may 1) provide the local entrepreneurship with the knowledge to be 

successful and 2) may contribute to communities capacity building by engaging in new 

businesses formation, student enterprises, graduate placements. Furthermore, the 

mentoring role of universities can have its impact also in building the relations among 

local firms for the set of sustainable local supply chain and the creation of innovation at 

local level (Kempton et al., 2014). 
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3.3 SHARING ECONOMY INNOVATIVE PRACTICES 
 

Sharing economy is a phenomenon that has only recently begun to be widespread, but 

its proliferation is occurring at rapid pace due to the Internet.  

It is based on the idea to make the use of existing resources (material and immaterial) 

more efficient by replacing the ownership of goods with just the access to them. 

Belks (2013) talks about an actual shift from “You are what you own” to “You are what 

you can access”, while Rachel Botsman (2010) describes these new innovative 

technology-based practices, as unlocking the “idling capacity” of houses, cars, utilities, 

etc., by matching people’s haves with other’s people’s wants. 

Belks (2013) suggests that there are two commonalities in these sharing: 1) their use of 

temporary access non-ownership models of utilizing consumer goods and services and 

2) their reliance on the Internet, especially Web 2.0. 

However, as Pick & Dreher (2015) point out, too many practices have been considered 

within the sharing economy phenomenon while, in fact, they perfectly reflect the typical 

capitalist market place exchange under false pretenses.  Since the sharing economy 

phenomenon is considered in this doctoral thesis only for the extent it is useful within 

urban regeneration strategies, there will not be deepened the debate on what is and what 

is not sharing. However, the idea of sharing economy that is considered within this 

doctoral thesis is well-represented by the following ride sharing example: people 

driving from A to B can harness the “idling capacity” of their cars by filling their seats 

and splitting the cost of gas with travellers going to the same destination (Pick & 

Dreher, 2015). Furthermore it is considered as sharing also practices aimed at bartering 

goods or services. 

 

As already mentioned, sharing economy owes its still-in-embryo success to its reliance 

on the Internet and the catalyzing nature that the latter owns. In particular, such a 

combination of new “economic philosophy” and technology is implemented in terms of 

apps for mobile devices and web platforms, which make the services they offer 

geolocated and potentially aimed at connecting people for sharing practices in the real 

world. 

The services that such apps and platforms offer are several. They range from ride 

sharing, places to stay or workplace sharing, swap of goods and services (sometimes 

using virtual or parallel currencies rather than real ones, i.e. personal available time, 
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individual skills, virtual credits etc.). These platforms also foster the organization of 

collaborative actions at community level.  

It is interesting to highlight that most of the services that these platforms offer are 

literally the same have been reviewed for the informal economy. The positive side of 

such technologies (because of course they have also a negative side, which will be 

covered later) is that also people with little or no social relations at local level (think 

about people just moved in the neighborhood, etc.) may be allowed to get into the 

network. 

 

Still Pick & Dreher (2015), in their well-done explanatory article published on Kings 

Review Magazine, review some of the most important “true sharing” apps and web 

platforms implemented so far. They state that apps and platforms that are “fully 

collaborative” are characterized by a flexible and horizontal organizational structure. 

Such a non-hierarchical structure of these platforms creates greater opportunities for 

cooperation and exchange among the users/actors and fosters the emergence of diverse 

social relations (Pick & Dreher, 2015). 

One interesting example of such practices is “La’Zooz”, a platform for the development 

of a “collaborative transportation web” (La'Zooz Community, 2015).  

As described within their White Paper: “The vision of La’Zooz is that this decentralized 

network will challenge the established systems by revolutionizing how the world thinks 

about people and things moving around. This represents the beginning of a genuine 

decentralized transportation network, which is managed, and run by its community. A 

large enough network of people all sharing their transportation will revamp the current 

system and transform this vision into reality. Imagine a Collaborative Transportation 

Web, on which anyone can easily, instantly and cheaply ‘surf’ from place to place. 

Developing smart transportation solutions and integrating them into a single platform 

will dramatically reduce traffic and costs of transportation, while creating abundance for 

its users, developers and promoters” (La'Zooz Community, 2015).  

The exchange currency is virtual, La’Zooz tokens, and it is used within the app to 

reward drivers and other transportation service providers, thereby avoiding free-riding 

behaviors.  

Furthermore, as one of the app’s developers allowed to be understood during a 

conference, the service that La’Zooz offers is intended not be limited just to ride-

sharing, but also, in the future, to other additional services useful for individuals’ needs 
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(Field, 2014), thereby allowing people not owning cars to still access to the sharing 

network. 

 

The La’Zooz case is just an example of how web-based collaborative practices can 

supply goods and services also within communities deprived of such kind of assets.  

As La’Zooz there are a lot of apps and platforms filling some needs of individuals and 

communities, both reach and poor. Ideally, by using a combination of several of these 

apps, one might share part of his/her own apartment for short periods earning some 

money, reaching the job with a ride, enjoying/offering some domestic services, eating at 

someone else’s place or cooking for someone else at his/her own place food, the latter 

potentially grown up in a community garden in the neighborhood. 

This hypothetical and idyllic scenario is, obviously, just theoretical and, actually, it is 

not arguing here that such kind of technologies can solve deprived community’ issues 

on their own. In particular, by looking more in depth some of these platforms, most of 

them may literally push to a free market scenario, which may bring to exploitation and 

further lack of rights for the underprivileged classes. 

Furthermore, relatively few empirical papers have studied the interplay of  “true” 

sharing economy with the established systems of production. There are, in fact, 

concerns that such phenomena are likely to disrupt established industries to such an 

extent that sharing and collaborative consumption would result in fewer purchases 

(Boesler, 2013), and thereby damage local economies. 

 

However, the power of such technologies is indisputable and there is no need of 

eminent academic references to state that cities and people’s life styles are changing 

because of apps such as AirB&B, Uber, Lyft or TaskRabbit. 

The identification of those technologies which match the specific community needs and 

the combination their use with the aforementioned endogenous-based urban 

regeneration actions may result into a self-reinforcing effect, which may benefit 

deprived communities and foster the local dimension. 

The idea would be that the civic think tank, firstly, recognizes and, secondly, promotes 

within the community such exogenous opportunities in order foster their endogenous 

factors – potential, unexploited or not fully exploited. 

Finally, future research could focus on whether the desirable outcomes of sharing 

economies actually occur or not. Specifically, one could examine the supposed overall 
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reduction of waste among the ‘haves’ and the increase in consumption and market 

access for the ‘have nots’ which, if they occur would represent an important step 

towards sustainability and socioeconomic equity. 
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3.4 COMMUNITY LAND TRUST 
 

Community Land Trust (CLT) is a not-for-profit organization with membership open to 

any resident of the geographical region or bioregion where it is located. The purpose of 

a CLT is to create a democratic institution to hold land and to retain the use-value of the 

land for the benefit of the community. The effect of a CLT is to provide affordable 

access to land for housing, farming, small businesses, and civic projects. This effect can 

be achieved when a significant portion of the land in an area is held by a CLT (Swann 

& Witt, 1992). 

 

The establishment of a CLT at the initial stage of endogenous-based urban regeneration 

initiatives is literally a “countermeasure” in order to protect the underprivileged classes 

from one of the consequences of development: increase of housing prices. More 

specifically, increase of land prices. The idea is to help communities build assets 

through homeownership, helping to reduce displacement when gentrification occurs 

(Democracy Collaborative, 2014). 

 

CLT was born in USA in the ‘70s – ‘80s, after a long evolutionary process of 

conceptualization and implementation: it started in the first half of the 19th century, with 

the ideas of John Stuart Mill, developed by Henry George and Ebenezer Howard. Then 

it grew up in informal and experimental ways during the 20th century, thanks to the 

work and experiences of Borsodi, Matthei, Swann and Swift. At the end of the ‘80s, 

CLTs were spreading all over the country and in 1992, CLT was officially recognized 

within the Federal Law “National Affordable Housing Act” (see Davis, 2010).  

 

The rationale underlying the birth of CLT can be found in the work of the English 

political theorist John Stuart Mill and his economic theory of “social increment”. In this 

theory, developed in 1848, Mill argued that most of the appreciating value of land is 

created not by the investment or labor of individual landowners, but by the growth and 

development of the surrounding society (Mill, 1848 [1909] in Davis, 2010).  

In this perspective, landlords feed off the productivity of others, raising rents or the 

selling prices just because of the surrounding community’s improvements due to 

economic progress, new technologies, higher wages, higher profits (Davis, 2010). 
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The argument developed by Mill was internationally recognized within the United 

Nations’ Vancouver Declaration where, in order to encourage the use of land value 

recapture policies, it was said: “The unearned increment resulting from the rise in land 

values resulting from change in use of land, from public investment or decision, or due 

to the general growth of the community must be subject to appropriate recapture by 

public bodies (the community)” (United Nations, 1976). 

Therefore, within an endogenous-based urban regeneration perspective, the 

establishment of CLT is an essential stage in order not to fall in a paradoxical situation 

that those actually needing to benefit from development are the first ruled out. 

 

 

3.4.1 Ownership scheme and organizational structure 
 

The CLT’s ownership scheme aims at achieving permanent affordable access to land for 

housing, farming, small businesses, and civic projects. “The Community Land Trust 

Reader” (Davis, 2010), reviews the ways CLT structures ownership: 

 

• the CLT (nonprofit organization) acquires, by donation or purchase, multiple 

parcels of land in specific geographic area, removing them permanently by the 

market. Since these properties will be never resold, it entails that there will not be 

capitalization and speculation of these lands, ensuring affordable access to land for 

those who need it; 

• the CLT, asking inputs from the surrounding community, develops the land use 

plan for the acquired lands in order to foster a healthy local ecosystems and an 

appropriate social use of the land; the CLT, then, leases the sites for the designed 

purposes (affordable farming, affordable housing, extracting resources for local 

firms, affordable retailing and office space, etc.). 

• the existing buildings - or those that will be built – will be sold off to homeowners, 

cooperatives, nonprofits, or other corporations or individuals. The price of the 

building is related to the construction costs, excluding the land’s market value 

from the transfer. In sum, people become owners of the building and not of the 

land; 
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• the CLT arranges a ground lease in order to integrate in equitable way its interests 

(namely community interests) and the interests of the building’s owner. The lease 

lasts ninety-nine years and it is inheritable and renewable on the original terms. 

The leaseholder owns the buildings, agricultural improvements etc. on the land, 

but not the land itself;  

• the CLT may be also buildings’ owner in order to further ensure affordable 

renting; 

• the main duty of the CLT is to ensure the permanent affordability of housing, 

achieved through the CLT’s management and enforcement of resale controls 

embedded in the ground lease; 

• CLT was is charged with responsibility for helping its leaseholders to maintain 

their homes 

• the CLT is committed to 1) give priority access to low income people, too poor to 

acquire home on their own, 2) encourage ownership by those who are willing to 

live on the land and to use the land, not accumulating more than they need. 

 

The following scheme (Fig. 11), developed by the Democracy Collaborative group, 

synthetically explains how CLT works. 
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Figure 11: CLT ownership scheme. Adapted from community-wealth.org,  

Retrieved on April 29, 2015 from http://community-wealth.org/strategies/panel/clts/index.html – 
 Copyright: Democracy Collaborative, 2014 - Designed by Benzamin Yi 

 

The CLT’s structure is inclusive and it is characterized by a two-part membership and 

three part governing board; in particular, CLT is organized in the following structure 

(Davis, 2010): 

 

• As already mentioned, the landowner is nonprofit corporation with the 

membership open to anyone within the CLT’s service area. The latter may be 

small a single neighborhood, large as an entire city or multi-county; 

• The members of the CLT elect a majority of the nonprofit corporation’s governing 

board; 

• The governing board is tripartite in order to balance different interests; one third of 

the directors represents people living on the CLT’s land (leaseholders), one third 

represents residents of the CLT’s surrounding service area, and one third 

represents the public interest. 
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The following scheme, still developed by Democracy Collaborative Group makes the 

CLT’s governance organization (Fig. 12). 

 

 
Figure 12: CLT organization structure. Adapted from Democracy Collaborative,  

Retrieved April 29, 2015 from http://community-wealth.org/strategies/panel/clts/index.html   
Copyright: Democracy Collaborative, 2014 - Designed by Benzamin Yi 

 

The affordable access to homeownership and the efficient stewardship role of CLTs is 

demonstrated by the study of Thaden (2011). Many CLTs oversee loan acquisition, play 

a mentor role for their homeowners during both the pre-purchase and post-purchase 

periods, play an intermediary role with mortgage lenders and support homeowners at 

risk of foreclosure (Thaden, 2011). The positive results of CLT’s stewardship are 

showed in terms of rate of mortgage delinquency and foreclosure proceedings. Indeed, 

by considering a sample of low income homeowners within the CLT and homeowners 

across all incomes levels outside the CLT, the former were less likely to be mortgage 

delinquents (1.30%) or involved in a foreclosure proceeding (0.46%) than the  latter 

(8.57% and 4.63%) (Thaden, 2011). 

 

 

3.4.2 CLT, Commercial Development and Urban Farming 

 

CLT is mostly recognized for its role in fostering affordable access to homeownership 

for low-income people. However, as briefly mentioned above, CLTs around the USA 
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have increasingly widened the scopes of their actions, by including additional non-

residential programs focused on urban agriculture and commercial development. 

Several studies have showed the health, social, economical and environmental benefits 

of urban agriculture (Bellows, et al. 2004; Irvine, et al. 1999; Kaufman & Bailkey, 

2000; Carlsson, 2008, Hynes, 1996, Lawson, 2005) and CLTs have played the 

following roles in encouraging it (Rosenber & Yuen, 2012): 

 

• Securing access to land through a variety of land tenure arrangements including 

fee simple ownership, ground leases, deed restrictions and easements; 

• Providing agricultural support (technical assistance, program management) 

• Engaging directly in agricultural production; 

• Indirect support by providing residential properties where the residents grow food 

in backyard gardens. 

 

In commercial development, CLTs have taken on the following roles (Rosenberg & 

Yuen, 2012): 

 

• Engaging in land acquisition, project development and property management 

(constructing and renewing commercial buildings or vacant lots to lease both to 

nonprofit and for profit tenants) 

• Spearheading community engagement and advocacy efforts; 

• Creating new commercial enterprises (typically closely related to existing CLT 

affordable housing work). 

 

The additional “services” they provide matches the original idea of CLT, aimed to 

fostering local self-reliance through the improvement of the physical, economic and 

political life of its place-based community (Davis, 2010). 
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3.5 LOCAL CURRENCY IMPLEMENTATION 
 

Actors at the subnational level are increasingly recognizing the role that local currencies 

can have in order to overcome economic deprivation of certain localities and offer a 

chance for the latter to develop self-reliance and local economic control (Sefyang, 

2000). 

Such local currencies, parallel or complementary to the official ones, can be either 

issued as paper notes, like the Ithaca Hours, or accounted as bookkeeping credits/debts 

entries by a local management authority (generally a no-profit organization), as in the 

case of LETS (Local Exchange Trading system) in the UK.  

The use of local currencies is quite simple: firstly, people that want to be part of the 

local currency network have to join it, through the payment of a small membership fee 

or other methods, in order to either receive a certain amount of such a currency or be 

allowed to use the service (credit/debts accounting) within the network; secondly, once 

part of the network, people can do trade transactions of goods an services among the 

members, by paying- or being paid – with a mix of cash and local currency. 

Figure 13 shows a typical example of local currency circulation at both regional and/or 

local scale. 

 

Figure 13: Example of Local Currency circulation. Adapted from Naqvi & Southgate (2013) 
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The idea of local currencies was advocated already in the 17th century, by a Quaker, 

John Bellers, which proposed the use of parallel monetary systems for the indigents 

people (Pacione, 1999).  

The reason to establish and inject a local currency within places experiencing economic 

deprivation is quite simple: these places have no money. 

Academic supporters of this “simple” concept argue that the paradox of ‘poverty in the 

midst of plenty’ - bringing to unsatisfied needs, unemployment and spare production 

capacity - is completely attributable to the shortage of money to facilitate exchange 

(Tibbett, 1997). 

Someone may find this assumption a commonplace: of course a place without money is 

a place with economic problems! However, the argument is far to be so simple as it 

seems to be and, actually, the reasons for the implementation of a local currency within 

places experiencing economic deprivation have to be found in the question: why some 

places experience money shortage? 

 

Within the academic literature, it is possible to recognize, mostly, two connected 

answers to respond this question and, therefore, to advocate this monetary strategy for 

areas experiencing economic deprivation: 1) a general one, developed within the 

economic debate, which regards the role of money in a market society, and 2) the other 

one, mostly developed from an economic geography perspective, regarding the shortage 

of money within certain places in the era of globalization. 

Such reasons will be examined within this section: 

 

1) to show the characteristics that local currencies should own to spur local 

economic development; 

2) to develop a big picture of the problem and a better understanding of why and 

how local currencies implementation can turn out to be a useful action within 

endogenous-based urban regeneration strategies. 

 

 

3.5.1 Local Currency as real means of exchange 
 

The first reason of money shortage lies on its dual nature: both as means of exchange 

and as store of wealth. The study of the in-built tension of money’s main functions 



ENDOGENOUS-BASED URBAN REGENERATION 

 107 

(Tibbett, 1997) has been developed by eminent economists and scholars since the first 

half of the last century (see Gesell, 1929; Keynes, 1936, 1937; Tobin, 1958; Patinkin, 

1965; Davidson, 1972; Schumacher, 1973; Graziani, 1996).  

As means of payment, money is just held in order to dispose of it, by buying goods and 

paying for services. Therefore, holding money is just a temporary condition and it will 

be discarded to fulfill the holder’s needs (Sawyer, 2003). As such, money is considered 

nothing more than a token to exchange with no intrinsic value and, in this perspective, it 

encourages its free and efficient circulation (Tibbett, 1997). 

However, money has to be considered also for its function as a store of wealth because: 

1) it has the unique characteristic to preserve its value, unless it is not experiencing a 

period of hyperinflation; 2) it produces wealth due to the accumulation of interest. 

By preserving its value over a certain period, money can be stored for precautionary 

reasons, i.e. uncertainty of either market efficiency or future personal income etc. By 

producing wealth through banking system, holding money may have a speculative 

nature. 

Keynes (1936) posited the transaction, the precautionary and the speculative reasons for 

holding money: the first two can be seen to be related to money’s function as means of 

payment, while the third one is related to its function as store of wealth (Sawyer, 2003). 

In particular Keynes (1936) compared money to bonds as a way of holding wealth: 

 

  “In this connection we can usefully employ the ancient distinction between the use 

of money for the transaction of current business and its use as a store of wealth. As 

regards the first of these two uses, it is obvious that up to a point it is worthwhile to 

sacrifice a certain amount of interest for the convenience of liquidity. But, given 

that the rate of interest is never negative, why should anyone prefer to hold his 

wealth in a form which yields little or no interest to holding it in a form which 

yields interest (assuming, of course, at this stage, that the risk of default is the same 

in respect of a bank balance as of a bond)?” 

 

Within academic economic debate, the store of wealth function is considered to be the 

main cause of money shortage, since it is an impediment to its circulation and the 

efficient exchange of goods in the market place. With the prevalence of this function 

over the other one (means of exchange), money turns out to be a highly desirable 
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commodity per se rather than a means to fulfill needs. As Patinkin (1965) argued: “our 

concern is with the utility of holding money, not with that of spending it”.  

Such a behavior has negative consequences for the economy. The store of wealth 

function, in fact, is considered to be the major cause of unemployment: “[…] men 

cannot be employed when the object of desire (i.e. money) cannot be produced and the 

demand of it cannot be readily chocked off” (Keynes, 1936).  Fontana (2000) examines 

in depth the argument developed by Keynes, writing: 

 

 “The existence of a liquid store of wealth with those characteristics means that the 

critical link between supply of, and demand for, resources, as expressed by Say's 

law, is broken. As Keynes saw it, that liquid store of wealth stands as a barrier to full 

employment. Unemployment results because ‘the owners of wealth demand what 

cannot be produced (money) and do not demand what can be produced (other forms 

of wealth)’ (Dillard,1955)” 

 

In sum, unemployment is caused from the existence of financial assets, which do not 

require resources (included labor) to be produced (Sawyer, 2003). 

In order to make money functioning efficiently and discourage its hoarding, Gesell 

(1929) argued that money must ‘rust’ like other commodities. For this reason, he 

advocated the use of a parallel currency – called “stamp scrip” - which increasingly lost 

its value after a certain period of time, unless the holder paid a small fee to retain the 

currency’s face value. With this scheme, people would have been encouraged to spend 

it rather than hoard it.  

Gesell’s ideas were put in practice in 1932 in the Austrian town of Worgl to face public 

money shortage due to high levels of unemployment. The local currency was used by 

the public sector to pay wages and by the community to pay local taxes, bringing to the 

use of the local currency also for the exchange of goods and services among people.  

Since the Worgl scrip was supported by a national currency loan left on deposit in the 

local savings bank, local traders could accept the local currency with no risk and, 

furthermore, the scrip holders could exchange the local currency at anytime, for the 

98%of its face value in national currency. These conditions, combined with the scrip’s 

depreciation factor, had striking stimulating impacts for the local economy, in terms of 

jobs, payments of tax arrears and public works (Pacione, 1999).  
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Based upon Gesell's ideas, stamp scrip schemes were introduced in 1933 also in some 

states in U.S.A., during the Great Depression, supported by the economist Irving Fisher 

(Tibbett, 1997). Despite their great achievements, both the Austrian and the American 

experiments experienced the same fate: they were banned by their national governments 

because the central powers were scared to lose the control over the monetary system 

and the inflation (Pacione, 1999). 

 

This sub-section has showed the general issue of money circulation and economic 

decline. In particular, the sub-section has showed the characteristics that local 

currencies should own to be really functioning in order to 1) overcome the duality of 

money as means of exchange and money as store of value and 2) stimulate economy by 

guaranteeing money circulation. 

The next sub-section will review another reason to advocate local currency 

implementation within certain localities. As already mentioned, the argument has been 

developed within an economic geography debate and it claims the potential role that 

local currency can have for the relocalization of economic and social relations within 

global society. 

 

 

3.5.2 Local Currency as response to globalization 
 

The second reason to advocate the use of local currencies within deprived communities 

is related to the fierce dialect between global and local dimensions in advanced 

capitalist and hypermobile society. In particular, while in the previous section the 

promotion of local currency was related to the asymmetries of “how money works”, in 

this section, the reason to implement local currencies is related to “how money moves” 

in a globalized world. 

 

In chapter 2 of this doctoral thesis, talking about the relation among globalization, urban 

competitiveness and urban entrepreneurship, the author argued that: 

 

   “In this context, cities must turn out to be able to capitalize their competitive 

advantages in order to ‘seize’ such opportunities available in the global dimension and 

foster their economic development. The consequence is simple and, actually, widely 
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recognized within the literature: cities have to compete with one another for the 

attraction of resources from everywhere in order to overcome economic stagnancy, to 

create more economic opportunities, to reinforce the growth process”. 

 

However, the flows of capital in certain places is by no means automatic, even when 

these localities “sacrifice” themselves for the sake of economic growth and offer the 

best investment conditions for outsiders (foreign investors, central banks etc.) at the 

expenses of their communities. The reason lies on “money’s propensity” to move to 

areas that guarantee to investors higher return of investment. 

According to Martin (1997), such a propensity leads to: “spatial centralization of 

financial system [and] to uneven development between the center and the periphery of 

the space economy, and to regional dependency. There will be a net flow of funds from 

the periphery to the core”. 

As argued also by Pacione (1999): “Uneven development, which is an inherent 

characteristic of the globalization of capitalism, stems from the propensity of capital to 

flow to locations which offer the greatest potential return”.  Unfortunately (or 

fortunately?), most of the time, these places are those already experiencing economic 

growth. 

Such a dynamic, thus, exacerbates spatial fragmentation in its social, economic and 

physical dimensions, even at urban scale. Investments combined to provision of 

services and infrastructures would be allocated in regions/cities/neighborhoods with 

high potential return of investments, leaving others – those actually needing of urban 

regeneration - ruled-out. In such a scenario, the shortage of money within these 

localities makes difficult (sometimes impossible) economic recovery, dooming these 

communities to be marginalized members of a fourth world (Tibbett, 1997). 

The implementation of local currencies within deprived communities turns out to be an 

important tool within endogenous-based urban regeneration actions. Indeed, such a 

strategy also aims at empowering community, rising of local entrepreneurship, 

strengthening of social relations, leveraging of local unexploited assets and developing 

local self-reliance. 

 

The rationale is simple: since local currencies can be spent just within a local network 

of users, 1) it pushes people to purchase within such a network; 2) it generates local 

employment by overcoming the mismatch between the shortage of money and the 
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excess of work required to be done in any local economy; 3) it stems the leakage of 

money out of the local economy (Pacione, 1999). 

Furthermore, another implicit advantage to support local currency lies in its ability to 

reduce low-income people’s dependency on public welfare programs to face 

deprivation, thereby reducing government expenditures (Pacione, 1999).  

 

The “side effects” of such a strategy are interesting as well. Paul Glover (1995), the 

founder of Ithaca Hours currency, noticed that this new locally oriented consumption 

behavior encourages the members of the networks to make products or perform services 

that they might not have otherwise made or performed (Glover, 1995 in Helleiner, 

2000).  

Such a consumption behavior turns out to be an indirect way to foster the growth of a 

local entrepreneurial ecosystem, thus reinforcing – and being reinforced by – the other 

endogenous-based urban regeneration actions aimed at the rising of local 

entrepreneurship.  

Another social externality is that, since it becomes also economically convenient to buy 

local, local currencies bring individuals and businesses to support each other, rather 

than buying from outside the community (Pacione, 1999). 

As argued by Solomon (1996), the use of local currency initiatives is not just a 

technique to retain spending power within the locality, but it is also a means of 

educating consumers about the importance of local purchasing for the strength of local 

economy (Solomon, 1996, in Pacione, 1999). 

As in the case of sharing economy practices, the implementation of local currencies 

makes more efficient the informal practices that already occur within the communities 

and allows the access also to members with fewer social relations. 

 

Pacione (1999) argues that the geographical constraint of local currencies has a positive 

impact on local economy since, within a local trading system, any spending power input 

by an individual is likely to return to him/her in the form of increased demand for their 

services.  Such an argument is completely supported by Civic Economics, an U.S. based 

independent firm of economic analysis and strategic planning, whose studies show that 

local businesses recirculate a greater share of every dollar in the local economy when 

compared to national chains (see Civic Economics, Indie Impacts 2004, 2007, 2008, 

2009, 2012). 
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3.5.3 Challenges 
 

Although there is an accumulated body of evidence that supports the implementation of 

local currencies within communities experiencing economic decline, there are also some 

arguments questioning about the effectiveness of such a strategy. 

Peacock (2006), analyzing the impacts of LETS in UK, highlights the main problems 

that local currencies experience in the achievement of the supposed socioeconomic 

goals. Such problems are, mostly, related to community empowerment and low-income 

people engagement issues.  

For instance, one problem Peacock (2006) noticed is related to involvement of low-

income people within the local currency network. Indeed, the less wealthy and less 

educated tend to have access to fewer (nonfamilial) contacts than people richer or better 

educated. In particular, since local currencies’ enrollment tends to be a word of mouth 

affair, such a dynamic may have an exclusionary effect for those who really need to 

access to the network. 

In such a scenario, the participants to local currency networks tend to be just the more 

affluent strata of society and, since these people are generally not dependent on the local 

currency to fulfill their material needs, two negative consequences may occur: 

 

• The participants of the network could be not eager to expand or intensify the local 

currency scheme; 

• By virtue of the interests of the population constituting the network, local 

currencies could not able to match the needs of the less fortunate and realize their 

potential to offer an alternative. 

 

A second problem that Peacock (2006) observed in his studies is that local currencies 

tend to circulate within small communal enclaves in which relations of trust and 

intimacy prevails. Such a condition means that also the range of services and goods 

offered is small, risking not to satisfy all the needs of people within the community. 

 

However, these uncertainties raised by the academic and the nonprofit community can 

be overcome through the implementation of local currency combined with the proposed 

endogenous-based urban regeneration initiatives. 
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Firstly, regarding the problem of local currency circulation among low-income people, 

it can be addressed by the establishment of the aforementioned civic think tank, aimed 

at increasing the local currency’s community outreach (collective actions, local markets, 

community surveys and general community development actions). 

Secondly, since the whole urban regeneration strategy does not rely just on local 

currency implementation, the integration of the latter with the other endogenous-based 

actions -aimed at 1) upgrading the workforce, 2) disseminating of sharing economy 

practices, 3) accessing to credit (whose argument will be covered in the next sub 

chapter), 4) creating a favorable fiscal environment for firms hiring local people and to 

start new local businesses, 5) managing exogenous funds in order to fulfill local needs, 

6) establishing a community revolving fund, also to exchange local currency in national 

currency - should make people able to better their living conditions and fulfill their 

material and immaterial needs. 

Within this scenario, the local currency turns out to be just another tool to stimulate 

economy and retain “customers” to their community. 
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3.6 CREDIT ACCESS 
 

Credit is an essential financial tool to foster production, investments and consumptions 

within places. It allows individuals, entrepreneurs, firms and even countries to enable 

access to goods/services or expenditures that oversize their budget. However, while on 

the one side credit access is essential to foster production/consumption of places 

experiencing economic deprivation, on the other side low-income people and low-

wealth entrepreneurs (and also low wealth countries, see the case of Greece in 2015), 

are less likely to be granted loans from commercial banks to fulfill basic needs, to start 

or grow a business.  

The reason is that banks, being profit-seeking enterprises in the business of selling 

“credit”, look at creditworthiness of borrowers, in terms of their credit history, the 

assets they own, the level of sustainability of the local demand for the new products that 

a borrower wants to produce and also local tastes and preferences. Such a condition 

causes that in poor communities, where demand, consumptions are low and individual 

private assets are few, there is little if any credit creation. It makes more commercial 

sense for banks to “bet” on more wealthy individuals/entrepreneurs or in places where 

the returns are greater (Dyer, 2014), or, additionally, on non-real economy operations 

within the financial market galaxy. 

As highlighted by Casey (2014), lack of adequate financing can affect negatively both 

urban economic development and individual opportunity: it influences the survival of 

businesses (Fairlie & Robb, 2008 in Casey, 2014) since, on the one side, the firm 

owners who survive and succeed are those that can draw upon external sources of 

capital (Parker & Bleighitar, 2006 in Casey, 2014) while, on the other side, the reliance 

on just personal financial resources make more difficult and challenging small 

businesses development and their survival of economic adversity (Coleman & Robb, 

2009 in Casey, 2014). 

Consequently, if the rise of local entrepreneurship has to be the first stage of an overall 

endogenous development of deprived communities (both at regional and neighborhood 

scale), it is necessary to consider the establishment of other truly local-based financial 

institutions, different from traditional commercial banks, as essential initiative within an 

endogenous perspective. Such institutions have the essential role to guarantee credit, the 

lifeblood of entrepreneurs (Dyer, 2014). 
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Within the history it is possible to find several examples of financial institutions truly 

serving the territory they belong - no matter if rich or poor – and granting credit access 

also to low-income people (Greenham, 2015): 

 

• Co-operative banks (mostly in Europe and Japan); 

• Credit Unions (everywhere);  

• Public Savings Banks (i.e. Germany, Austria, Norway, North Dakota); 

• Private Community Banks (USA); 

• Community Development Financial Institutions (USA and UK). 

 

Within this subchapter, the author will focus on the role of the U.S. Community 

Development financial Institutions (CDFIs) and the ways they deliver financial services 

to deprived communities. The choice to focus such a particular example is related to the 

CDFIs’ declared social mission both in fostering access to credit and supporting 

community development of distressed areas. 

 

 

3.6.1 Community Development Financial Institutions (CDFIs) 
 

Community Development Financial Institutions are private independent organizations, 

often operating on a nonprofit basis, which deliver responsible and affordable lending to 

help meet credit access of low-income, low wealth people and communities, where, 

often these constituencies are not served by mainstream financial institutions. In 

particular, the trade association for this industry, defines CDFIs as “…independent 

organizations which provide financial services with two aims: to generate social and 

financial returns. They supply capital and business support to individuals and 

organizations whose purpose is to create wealth in disadvantaged communities or 

underserved markets” (CDFA, n.d.). 

 

CDFIs take different forms, based on the services they offer, and the industry classifies 

them into four groups:  
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• Community Development Banks (CDBs), which take deposits and lend to and 

invest in individuals and organizations; 

• Credit Unions (CDCUs), which take deposits and provide financial services; 

• Nonprofit or for-profit Community Loan Funds (CDLFs), which accumulate and 

lend funds; 

• Community Development Venture Capital funds (CDVCs), which make debt 

and equity investments in growing businesses. 

 

CDFIs provide financial and nonfinancial services, strictly community-oriented, which 

can match the public sector’s goals of alleviating poverty. The activities of CDFIs fall 

into five categories: 

 

• Microenterprise development; 

• Small and medium-sized business development; 

• Affordable Housing development and financing; 

• Community services and facilities; 

• Consumer financial and non-financial services. 

 

As follows, the author will review the services that CDFIs offer to communities and the 

data about their performances in delivering such services. This study is based on the 

2008 FY report (the last official report issued) published by the CDFI Data Project 

(CDP)— an industry collaborative, composed by several national organizations and 

institutes, which produces data about community development financial institutions 

(CDFIs). The FY 2008 CDP data set represents only 495 of the approximately 1,295 

CDFIs operating in the United States (CDP, 2008).  

 

Microenterprise and small/medium sized business development 

Microenterprises are recognized as businesses that have five or fewer employees while 

small and medium businesses are, in general, those with more than 5 up to 250 

employees. The former can be financed with $35,000 maximum loans for the start up or 

expansion of business, working capital or equipment purchase, the latter can have the 

access to larger amount of money for additional purposes, like commercial real estate 

development or improvement. Clients are typically low- or moderate-income 

individuals with lack of capital or technical and management experience but with skills 
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or ideas that they want turn into a business. In addition to grant loans, CDFIs assist 

these enterprises, both at very early stage or advanced stage of their business 

development, by providing entrepreneurial training, business coaching and networking 

opportunities. 84 CDFIs of CDP’s sample performed microenterprise and small and 

medium- sized businesses financing in FY 2008, creating and maintaining more than 

35,624 jobs (CDP, 2008). 

 

Housing 

CDFIs finance affordable housing in two ways: financing the housing developers or 

direct mortgage lending to low-income people. 

Regarding affordable housing development, CDFIs make loans to developers for 

predevelopment, acquisition, construction, renovation, working capital and mortgages. 

These loans support the development of housing with social missions: affordable rental 

housing (monthly payments that are less than 30% of a household monthly income), 

transitional housing (temporary residences, up to 24 months, for homeless people), 

residential housing, service enriched housing (basic rental housing in which social 

services are available onsite or by referral).  

88 CDFIs of the CDP’s sample reported facilitating the construction or renovation of 

60,205 units of affordable housing (CDP, 2008). 

 

CDFIs also grant loans to low-income people who cannot qualify for a mortgage from 

traditional commercial banks. CDFIs also provide counseling to low-income families 

during the process of home buying. Since these families are mostly first time 

homebuyers, CDFIs help them to avoid predatory loans, which can strip home equity. 

CDFIs also provide supplementary financial products, such as second mortgages, loans 

for down payment and home improvement loans. 

The CDP’s sample reported 152 CDFIs providing 16,405 mortgages in the FY 2008 

(CDP, 2008). 

 

Community services and facilities 

CDFIs foster community services through financing and providing assistance to 

organizations, mostly nonprofit, operating within low-income communities. Such 

organizations are: human and social service agencies, advocacy organizations, cultural 
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facilities, religious organizations, health care providers, child care centers, and 

education providers. 

CDFIs help these organizations in developing strategies to become viable borrowers for 

mainstream lending institutions, to identify and manage developers for their projects, to 

address asset-management issues and generally to acquire more a businesslike behavior 

in managing community projects. 

The CDP’s sample reported 77 CDFIs provided the aforementioned services by 

granting $609 million of loans in the FY 2008 (CDP, 2008). 

 

Consumer financial and non-financial services 

Within low-income neighborhoods, since most of time traditional banks do not provide 

financial services for low-income consumers, people are used to rely upon non-

mainstream lenders that offer financial support at predatory rates. The reason is due to 

“hard” barriers, like the lack of I.D. or financial illiteracy, or “soft” barriers, like the 

wariness of banks (Curtis, 2006). 

CDFIs support individuals also in this field. They finance low-income people for health, 

education, emergency, debt-consolidation, transportation, and other consumer purposes. 

CDFIs also provide nonfinancial consumer services, such as financial literacy training 

or programs that encourage savings.  

Consumer financing is characterized by a high number of transactions and relatively 

small dollar amounts of loans.  

The CDP’s sample reported that 303 CDFIs provided consumer financial and non-

financial services with an outstanding of $1.billions in the FY 2008 (CDP, 2008). 

 

 

3.6.2 CDFIs’ capital sources and its relationship with conventional credit         
institutions 

 

It is important to highlight how CDFIs raise capital to build and grow their own budget 

in order to serve their communities.  

There are several financial sources CDFIs rely upon and most of them are the result of 

CDFIs’ borrowing activities (Fig. 14): 

• Donors (private foundations, religious institutions, etc.) 

• Customers’ deposits; 
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• Accrued Interests on loans granted; 

• Public funds and public grants; 

• Private banks; 

• Other (insurance companies, equity investments, etc.) 

 

Figure 14: CDFI’s Money Circulation. Developed by the author 

For this reason CDFIs’ interest rate of lending activities tend to be a bit higher than 

those of commercial lenders, but repayments are smaller and more frequent and their 

terms are quite flexible. 

In order to make their financial asset growing, the availability of external capitals is 

essential for CDFIs. For this reason, the federal government supported CDFIs with three 

federal initiatives, enacted at the end of ‘70s, during the ‘90s and in 2000. 

The first initiative was the enactment of Community Reinvestment Act (CRA) in 1977, 

which mandates that banks address the credit needs of their entire service area and 

prohibits them from discriminating against any portion of their markets. However, since 

the law was not really effective, in the 1995 the CRA was revised, making the law more 

efficient. The enforcement of CRA contributed to a relevant growth of banks’ lending 



CHAPTER 3 

 120 

activities in these communities through CDFIs intermediation (Benjamin, Rubin, & 

Zielenbach, 2000). 

 

The second initiative was the establishment of the public CDFI Fund in 1994. The Fund 

increases the availability of affordable capital for CDFIs operating in historically 

underserved markets. The Fund provides capital both directly and indirectly through 

regulated banks and thrifts. Only the CDFIs certified by the CDFI Fund can access to it. 

CDFI certification is formal acknowledgement from the CDFI Fund that a financial 

institution meets certain community development finance criteria. To become certified, 

a financial institution must apply to the CDFI Fund and meet the following criteria 

(FDIC, n.d.): 

 

• Have a primary mission of community development; 

• Be a financing entity; 

• Serve one or more target markets; 

• Provide development services to borrowers in conjunction with financing 

activities; 

• Maintain accountability to a target market; and 

• Be a nongovernmental entity. 

 

Certification by the CDFI Fund is not an indication of a CDFI’s financial performance 

or soundness, or a measure of its effectiveness in achieving its mission. Many 

community development lenders provide financial and technical assistance services but 

do not meet the CDFI Fund’s criteria or have chosen not to pursue certification. 

As of March 31, 2014, there were 831 certified CDFIs: 84 community development 

banks, 51 depository institution holding companies, 190 credit unions, 493 loan funds, 

and 13 venture capital funds (FDIC, n.d.). 

 

The third initiative was the establishment of the New Market Tax Credit Program 

(NMTC Program) as part of Renewal Community Tax Reliefs ACT of 2000. 

Through the NMTC Program, the CDFI Fund allocates tax credit authority to 

Community Development Entities (CDEs) through a competitive application process. 

CDEs are financial intermediaries – most of them are obviously CDFIs - through which 

private capital flows from an investor to a qualified business located in a low-income 
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community. CDEs use their authority to offer tax credits to investors in exchange for 

equity in the CDE. Using the capital from these equity investments, CDEs can make 

loans and investments to businesses operating in low-income communities on better 

rates and terms and more flexible features than the market.  

In exchange for investing in CDEs, investors claim a tax credit worth 39 percent of their 

original CDE equity stake, which is claimed over a seven-year period (CDFI Fund, 

n.d.). 

 

CDFIs essentially leverage private capital for low-income people that otherwise would 

never flow in deprived communities. On the one side CDFIs can be seen as financial 

“heroes” working to fulfill the needs of communities not served by “evil” mainstream 

financial institutions, on the other side, CDFIs work closely to these “evil” institutions 

in order to leverage their money, by means of formal and informal systems of client 

referral and partnership lending. Many CDFIs view themselves as financial 

entrepreneurs with role to demonstrate to more mainstream institutions that investing in 

high-risk market can be done, benefitting both the customers and the lenders. 

 

 

3.6.3 CDFI’s impacts and challenges 

 

The large literature shows the outstanding socioeconomic achievements of CDFIs, in 

terms of billions of dollars of capital leveraged for social aims and billions of dollars of 

assets accumulated (see CFD, 2008; OFN & BBC Research And Consulting, 2015).  

Furthermore, CDFIs are living proof that financing unconventional customers is 

possible, with a low level of losses. In particular CDFIs have proved that: 

 

• Financing women, minorities and low-income people in general is not only 

possible but also even profitable; 

• Managing risk in non-financial and non-traditional ways (that is by engaging in 

intensive technical assistance) can end in profits rather than losses; 

• Community-oriented groups are able to manage capital responsibly and improve 

low-income communities’ conditions. 
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Furthermore, by establishing community representation within their board of directors, 

CDFIs ensure that the financial resources they pool and the gains from lending activities 

are still reinvested within the community. Thus, CDFIs plays, literally the role, of a 

revolving fund for the community they serve. Such a condition has the additional 

potential to push people to purchase local, since the loan repayments of ones is essential 

for future funding opportunities of the others or of the entire community (Fig. 15). 

 

Figure 15: Revolving Fund Scheme. Developed by the author 
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However, the establishment of a CDFI does not solve all the problems of a deprived 

community. Even demonstrating itself as an effective financial scheme in addressing 

poverty issues, CDFIs are, after all, small in scale and therefore they have limited 

impacts. 

The limits of their impacts are due, mostly, to two reasons: one related to their budget 

limits and the other one related to the overall business environment of distressed 

communities. 

 

Regarding the budget limits, the CDFIs Industry Analysis Report states that: “[…] these 

organizations generally have been unable to scale up their operations—that is, to make a 

meaningful and sustainable impact by serving a larger percentage of those �in need” 

(Swack, Northrup, & Hangen, 2012). The report argues that not only the budgets are 

limited but also that, most of time, CDFIs cannot exploit all the assets they accumulate 

because of the expenditures they face and the need of deposits due to short term-debt 

that they have to payback. In particular the report states: “[…] the lack of long-term 

debt financing forces CDFIs to hoard cash, pushing down leverage and giving the 

appearance that many underleveraged CDFIs are not lending as much as they could, 

thus neglecting demand among its targeted consumers. It is not a reluctance to borrow 

that pushes leverage down, it is the lack of long-term debt and equity or near-equity 

funding that is undermining the capital structure of many CDFIs” (Swack, Northrup, & 

Hangen, 2012). The lack of long-term debt entails that many CDFIs have to ignore 

long-term loans demand or fit them into the available product mix, which typically is a 

shorter-term product (Swack, Northrup, & Hangen, 2012). 

 

The second issue that makes CDFIs’ efforts having little impacts regards the overall 

degree of community’s deprivation, which makes CDFIs unable to operate. 

As highlighted by Benjamin et al. (2000), CDFIs are principally financial institutions 

and a neighborhood needs several actors operating in order to change. Even combining 

lending activities with education and counseling, CDFIs, essentially, help to finance 

projects and not to build them. They are not able to fully change the market they serve 

in significant way and they cannot fight on their own broader economic and political 

forces affecting deprived communities (Benjamin, Rubin, & Zielenbach, 2000). 
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Essentially, the problems identified above suggest that CDFIs alone cannot make the 

changes that distressed neighborhoods need because of the lack of money and the 

spatial mismatch between available funds and local workforce skill level. 

To be of greater impact, CDFIs need 1) larger financial assets and 2) community 

development partners to prepare low-income neighborhood to effectively exploit the 

money that CDFIs procure. 

 

On these terms, the endogenous-based urban regeneration framework of actions 

proposed by the author within this doctoral thesis can fill the CDFIs’ gaps 

aforementioned.  

In the next sub chapter the author will show how the initiatives proposed so far, within 

the whole chapter, may have the potential 1) to be mutually reinforcing one another, 2) 

to fill any gaps the other might have, 3) to integrate the regional and local/neighborhood 

scale within the development process. 
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3.7 CONCLUSIONS: THE POTENTIALS OF THE INTEGRATION OF 

ENDOGENOUS-BASED URBAN REGENERATION INITIATIVES. 
 

It is time to change the approach and methods used for fostering economic development 

in deprived neighborhood through urban regeneration. The previous chapters discussed 

backlashes and pitfalls of traditional tools for economic development. Actual 

constraints in the existing contexts, due to scarcity or lack of different resources, were 

also discussed. As such, it may be then concluded that all the traditional tools for 

addressing urban decay do have intrinsic gaps and limits, plus, their implementation 

often lead to undesirable outcomes.  

 

However, it is hereby demonstrated that a combination of actions appropriately mixed 

with a systemic approach (endogenous-based urban regeneration) does allow: 

• Filling the majority existing gaps in the context and /or 

• Addressing the majority of potential negative externalities of each individual 

action the majority 

 

through an interconnected and mutually reinforcing internal systemic dynamic. 

 

Based, based on the previous reviews, it is possible to sum up within a table (Tab. 10) 

what the strengths and weaknesses/risks/negative externalities are of the endogenous-

based urban regeneration initiatives suggested within this doctoral thesis. 
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 Strengths Weaknesses 

Workforce Upgrading - Specialization 
- People Empowerment 
- Enablement of people 
unexploited potentials 

Out-migration of the trained 
workforce to more 
economically vibrant places 

Sharing Economy Practices - Reinforcement of 
socioeconomic networks; 
-  Reinforcement of mutual aid 
among users in fulfilling basic 
needs 

- Digital Divide 
- Difficulty in achieving a 
critical mass of users 

Local Currency - Reinforcement of Local 
economic relations; 
- Development (or 
reinforcement) of local supply 
chain; 
- Retainment of spending 
power within the community; 
- Consumers education about 
the importance of purchasing 
local; 

- Difficulty of achieving a 
critical mass of users 

Community Land Trust 
(CLT) 

- Promotion of affordable 
homeownership; 
- Availability of affordable 
housing and affordable 
working spaces; 
- Community control over local 
land 

- Need of Large Financial 
assets 

Community Development 
Financial Institutions 
(CDFIs) 

- Access to credit for low-
income people; and low-
wealth entrepreneurs; 
- Support to local businesses 
to start and grow; 
- Reinvestment of lending 
activities’ gains within the 
community 

- Need of Large Financial 
Assets; 
- Need of long term debt 
financing; 
- Need of a business 
environment able to efficiently 
use the financial availability 
that CDFIs provide 

Table 10: Strengths and Weaknesses of Endogenous-based Urban Regeneration initiatives. Developed by the author 

 

As already stated, the initiatives shown within this chapter are meant to be implemented 

all together within a single area-based strategy, in order to efficiently exploit the 

potential synergies and mutual reinforcement effects among these initiatives (public 

policies or just private/grassroots initiatives). 

As follows, the author will show how such initiatives can benefit from their integration 

and deliver multidimensional positive outcomes, avoiding the asymmetries, the impact 

leaks that may occur and overcoming the weaknesses that these initiatives can have. 
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1) Rising of local entrepreneurship. 

The previous sub-chapter showed that one of the weaknesses of CDFIs in having an 

actual impact on the local community that they “just” lend money for projects and they 

cannot also build the projects. Actually, by integrating a) the access to credit, through 

CDFIs establishment, b) the workforce upgrading programs (both in terms of workforce 

training and entrepreneurial mentoring), c) the provision of tax reliefs/subsidies for new 

local businesses and for hiring local people and d) the outreach and intermediation 

activities of local community organizations, the aforementioned weakness can be 

overcome. 

On the one side, the lending activities of CDFIs will have “ready” recipients to exploit 

financial opportunities, on the other side, such financial opportunities provided by 

CDFIs will limit the typical out-migration phenomenon of those people that, once 

attended training programs, still do not have actual opportunities and resources to start 

working.  

Another reason for the rise of local entrepreneurship related to the presence of a 

Community Land Trust that allows low-wealth entrepreneurs or early stage 

entrepreneurs to rent working spaces at affordable prices. 

Additionally, the presence of community organizations and local/regional academic 

institutions may help the local entrepreneurship to better exploit innovation and sharing 

economy practices in order to grow, to create local production networks and to keep 

alive local traditional productions. 

  

2) Fulfillment of real community needs. 

CDFIs are like a funnel: they pool different scattered financial resources and channel 

them for socioeconomic purposes of those who are left behind. In particular, they can 

manage external public (regional, national, supranational) and private money (donors, 

banks, private investors) in order to support CLTs (fostering affordable 

homeownership) and local micro and SMEs (spurring economic development and job 

creation). 

 Such a condition is also guaranteed by the fact that CDFIs establish community 

representation on their board of directors or advisory boards. The community 

representation within a board of directors ensures that CDFIs performs as a revolving 

fund, recycling the repayments and the accrued interests by relending the capital still in 
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the communities they serve (facilities like community centers etc., urban gardens 

improvements, playgrounds etc.). 

Finally, the increased power provided to the community, through the civic think tank 

and the new established local agencies/community organizations, may lower the level of 

opportunistic, free-riding behavior phenomena. 

 

3) Reinforcement of both social and economic relations among the local actors and 

retainment of spending power within the community. 

There are at least two reasons for such an outcome: 

 

• Firstly the collective dimension is fostered by collective actions (local markets, 

local festivals, policy advocacy etc.) and the stewardship of community 

properties (i.e. community gardens, shared working spaces etc.) owned by the 

Community Land Trust;  

• Secondly, as already mentioned, by operating as a revolving fund, CDFIs 

lending activities to local businesses push local consumers to spend within the 

local economic network. Such a condition allows local businesses (borrowers) to 

re-pay their debts and CDFIs to re-lend money to other local actors (businesses, 

community organizations, etc.). 

 

4) Development without displacement. 

As we have seen in the previous chapters, and as it is widely recognized within the 

literature, the economic development of an area may turn into an increase of housing 

prices, gentrification and, eventually, displacement, of both people and local businesses. 

The establishment of both a CDFI and a CLT within the neighborhood may help to 

avoid such displacement dynamics. A local CDFI may provide money to a CLT in order 

to foster affordable homeownership and renting. Furthermore, CLT, acting as a 

developer, can channel CDFIs money for the physical improvements of the 

neighborhood and the restoration of decayed building in order to provide more 

affordable housing and affordable working spaces. 

 

5) Increase of public investments within the community 

Deprived communities represent an economic issue for public authorities. 
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Social problems within these neighborhoods (crime, drugs addiction, homelessness, 

unemployment) result in high expenditures for the public sector (more police and 

prisons, more healthcare services, more unemployment benefits) and less tax revenues. 

The endogenous-based urban regeneration strategy may stop this downward spiral and 

trigger a virtuous cycle for the public sector. 

More businesses within the community means more local jobs, that means more 

consumers and consumptions, which means more local tax revenues to spend in local 

facilities, services and infrastructures. Additionally, more jobs may limit criminal 

affiliation, homelessness and unemployment benefits, which means less public 

expenditures. 

 

6) Larger capital availability for local business growth and creation. 

The second major issue identified in the review of the CDFIs’ activities is, essentially, 

their small impact, due to the relatively small budgets they manage. 

However, the potential synergy between the establishment of CDFIs and a local 

currency can make possible overcoming these budget limits and, therefore, CDFIs can 

provide more financial resources for deprived communities. 

Indeed, if CDFIs do not limit themselves by “simply” providing capital for those who 

need it but also play the role of local currency issuer, it may benefit from the deposits of 

money of consumers which exchange money for local currency (Fig. 16). 

 

 

Figure 16: Connection between Local Currency Issuer and CDFI.  
Developed by the author and adapted from Naqvi & Southgate (2013) 
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By playing the role of local currency issuer, CDFIs have larger financial availability to 

invest within the community they serve. Such a condition may result in a self-

reinforcing circular scheme which benefits the community as whole (Fig. 17). 

 
Figure 17: Enlargement of CDFIs’ Capital availability circular scheme. Developed by the author 

7) Boost of micro & SMEs creation and retainment of spending power within the 

community 

By increasing the number of consumers exchanging national currency for local currency 

there is an increase of unmet local demand to spend local currency, of course, locally.  
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Indeed, since local parallel currencies are inconvertible outside the local network of 

participants, a holder of this form of money must search out local goods or services in 

order to spend it, encouraging, therefore, the development of local resources and 

opportunities; such a condition is an opportunity for entrepreneurs for establish new 

businesses accepting local currency (Fig. 18). 

 

Figure 18: Creation of Business Opportunities. Developed by the author 

The increase of number of consumers means also a diversification of local demand of 

products to buy with local currency. It brings to more jobs and diversification of the 

local economy (Fig. 19). 
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Figure 19: Diversification of Local Economy. Developed by the author 
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The creation of more local businesses accepting local currency brings to the retainment 

of local spending power within the local economy (Fig. 20). 

 
Figure 20: Retainment of local spending power. Developed by the author 

8) Potential regional self-reliance 

One issue related to this model occurs when local businesses (local retailers) buy 

products to re-sell within the community. Indeed, if the regional suppliers do not accept 

local currency or do not produce the products that the local community needs, local 

retailers have either to pay regional suppliers and/or non-regional suppliers in national 

currency. This condition implicates either a loss of purchasing power for the local 

retailers in buying products to re-sell and/or an increase in prices of the products within 

the community.  
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To avoid such a scenario, it is possible to theorize an enlargement of the model that the 

author suggested so far. 

Indeed, the same scheme developed so far can be applied at regional scale by 1) 

establishing a central regional CDFI/regional local currency issuer, with several local 

branches in the deprived communities. 

In such a new scenario, the dynamics at local/neighborhood level remain the same. The 

difference is that the model may result economically sustainable from the regional 

supply chain perspective (Fig. 21). 
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Figure 21: Potential regional multilevel governance scheme. Developed by the author 

Also in this case, still considering the essential role of local workforce programs and 

local tax benefits/subsidies for local businesses, more regional consumers exchanging 

national currency for local currency means more capital available for the regional CDFI 
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to invest within the deprived neighborhoods of the region. More micro & SMEs at local 

level means, once again, the rise of a regional unmet demand to spend local currency to 

buy products to re-sell within deprived neighborhoods. Such a condition, again, means 

more entrepreneurial opportunities for regional suppliers to establish new firms, which 

can bring to diversification and specialization to the regional economy. 

The more the regional economy is diversified, the less the region will rely on external 

suppliers, therefore retaining the spending power within the region. The more the 

regional economy is specialized, the more it will export its products, therefore 

increasing the flow of national currency within the region. 

 

However, such a scheme represents the scaling up of the local model, which does not 

take into account several factors in order to be feasible (natural resources availability, 

energy supply, climate change and migrations, etc.). Yet, such a model makes room for 

future research in the field of regional economy and, in particular, of regional self-

reliance. 

 

 

3.7.1 Transferability of the Model 
 

The initiatives constituting the general framework of actions of endogenous-based 

urban regeneration have been, mostly, developed within the U.S. context (see 

Community Land Trust and Community Development Financial Institutions) and, in 

similar way, in the U.K. one.  

However, the model proposed by the author, has the potential to be entirely transferable 

within the EU context, in particular in Italy, for the following reasons: 

 

1) The presence of several local currencies In Italy and in EU in general.  

Despite the large number of local currencies informally established within the EU 

countries, European Commission itself recognizes the need to support currency 

innovation, as demonstrated, in the past, by the support of LETS initiatives in UK as 

integral part of EU’s regional policy and by the URBAN Initiatives for regenerating 

deprived urban areas (Sefyang, 2000).  

Nowadays the EC keeps supporting currency innovation and local currency 

implementation as demonstrated by the CCIA project (Community Currency in Action, 
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see http://communitycurrenciesinaction.eu), a transnational partnership (2011 – 2015), 

partially funded by the EU Interreg project, which helped to lay the ground work for 

cross-sectorial currency innovation designed for the common good. In particular, by 

providing support structures in order to develop initiatives across North West Europe, 

CCIA promoted community currency as a credible vehicle for achieving positive social, 

environmental and local economic outcomes (CCIA, n.d.). 

Another case of an EU funding stream that supports currency innovation is the 

DigiPay4Growth project (see http://www.digipay4growth.eu), which applies an 

innovative Digital Payment System, Cyclos, to channel inflows of purchasing power 

from various sources towards SME’s in the regional/local economy. 

 

2) The emerging Community Land Trust movement in Europe, in particular in Belgium, 

France and Italy.  

In Belgium, the CLT established in Brussels is officially recognized by the government 

and it is expected to create at least 30 affordable housing units per year until 2018.  

In Wallonia, a Belgian region, approximately 20 neighborhood associations are 

promoting the establishment of CLT by connecting to the National CLT network of UK. 

In France, the French parliament is discussing how to support CLT throughout the 

country (National CLT Network, 2014). 

In Italy the CLT movement is emerging literally in the last few years, with some 

grassroots initiatives (Iaione, 2016) but it still lacks a debate within the Italian policy 

arena. 

 

3) The presence of Banca Etica (Ethical Bank) within the Italian Context which can 

perform the role played by CDFIs within the U.S. and U.K. context. 

Banca Etica was established in 1999 after the experience of the MAG (Mutue per 

l’Autogestione) cooperative initiatives, whose aim was twofold: a) to create a finance 

pooling system b) in order to undertake projects with social goals. 

The idea behind Banca Etica is to create a place where savers, driven by the common 

desire of a more transparent and responsible management of financial resources, may 

meet socio-economic initiatives, inspired by the values of a sustainable social and 

human development. 
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Banca Etica manages savings raised from citizens, organizations, companies and 

institutions in general. It invests such raised funds in initiatives pursuing both social and 

economic objectives, operating in full respect of human dignity and the environment. 

In such context Banca Etica educates both savers and borrowers by enhancing the 

awareness of the formers about their saving's destination, and encouraging the latter to 

develop their management and entrepreneurial abilities. 

Banca Etica does not reject the basic rules of finance, but it rather seeks to reform its 

main values (Banca Etica, n.d.). 

 

The principles which inspired Banca Etica incorporation, and which today distinguish 

and characterize its everyday work, are stated in article 5 of its Charter (1998) : 

“The Company adopts the following principles of ethical finance: 

 

• Ethically oriented finance is aware of non-economic consequences of economic 

actions; 

• Access to finance, in all its forms, is a human right; 

• Efficiency and soberness are components of ethical responsibility; 

• Profit produced by the ownership and exchange of money must come from 

activities oriented towards common well-being and shall have to be equally 

distributed among all subjects which contribute to its realization; 

• Maximum transparency of all operations is one of the main conditions of all 

ethical finance activities; 

• The active involvement of shareholders and savers in the company's decision 

making process must be encouraged;  

• Each organization that accepts and adheres to the principles of ethical finance 

undertakes to inspire its entire activity to such principles” (Banca Etica, 1998). 

 

The Banca Etica’s mission and characteristics fit perfectly those of the U.S. CDFIs. 

Such a condition means that Banca Etica can perform in the Italian context the role 

played by the CDFIs in U.S.. Thus, Banca Etica can be a perfect partner in an 

endogenous-based urban regeneration model applied in Italy. 

 

4) The EU policy context. 



ENDOGENOUS-BASED URBAN REGENERATION 

 139 

The European Commission (Directorate General of Regional Policy), in cooperation 

with the European Investment Bank with other financial institutions, developed in 2007 

(for the programming period 2007 – 2013 and 2014 – 2020) four joint initiatives in 

order to make the European Cohesion policy more efficient and sustainable. Two 

initiatives refer to the promotion of financial engineering instrument (JEREMIE and 

JESSICA) and the other two (JASPERS and JASMINE) operate as technical assistance 

facilities. In particular the first two can play the role of the CDFI Fund in U.S. (EU 

Commission, n.d.). 

 

JEREMIE (Joint European Resources for Micro to Medium Enterprises) is an initiative 

aimed at improving access to finance, through financial engineering, for micro & 

SMEs. 

EU regions can use part of their Structural Funds to invest in revolving instruments such 

as venture capital, loan guarantee funds in order to support: 

 

• Creation of new businesses or expansion of existing ones; 

• Access to investment capital by enterprises (particularly SMEs) to modernize 

and diversify their activities, develop new products, secure and expand market 

access; 

• Business oriented research and development, technology transfer, innovation 

and entrepreneurship; 

• Technological modernization of productive structures to help reach low carbon 

economy targets; 

• Productive investments creating and safeguarding sustainable jobs. 

 

The repayments of the loans are still reinvested in the enterprises of the region again 

and again, recycling public funds, leveraging private capital and increasing the 

sustainability and the impact of the public resources lent to micro & SMEs (EU 

Commission, n.d.). 

 

JESSICA (Joint European Support for Sustainable Investment in City Areas) operates 

similarly to JEREMIE but with different aims. In this case, the Structural Funds that the 

European regions choose to allocate in revolving funds help to recycle financial 
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resources in order to accelerate investments in sustainable urban development and urban 

regeneration of the European urban areas (EU Commission, n.d.). 

In particular, the Structural Funds allocated in the revolving fund can be spent in the 

following areas: 

 

• Urban infrastructure - including transport, water/waste water, energy; 

• Heritage or cultural sites - for tourism or other sustainable uses; 

• Redevelopment of brownfield sites - including site clearance and 

decontamination; 

• Creation of new commercial floor space for SMEs, IT and/or R&D sectors; 

• University buildings - medical, biotech and other specialized facilities; 

• Energy efficiency improvements. 

 

In both the cases, regional managing authorities can decide to establish a holding fund 

in order to delegate some of the tasks required to implement JEREMIE and JESSICA to 

expert professionals. These holding funds become accessible for the aims of JESSICA 

and JEREMIE through the partnership with banks. In particular, in the Campania and 

Sicily regions, the partnership to leverage JEREMIE funds has been established with 

Banca Etica.  

The conjunction of supraregional funds, with specific aims, and the mission of Banca 

Etica can be assimilated to the case of the CDFIs with CDFIs Fund in U.S.. 

Of course this condition should be analyzed in future research in order to understand the 

actual functioning of the aforementioned Italian cases and the impacts that such an 

“alliance” is having on the territories. 

 

 

3.7.2 Limitations and future opportunities for research 

 

Within this research, the author has tried to take into account several issues affecting 

deprived communities and to provide a coherent integrated framework for urban 

regeneration initiatives. 

However, it is possible to recognize within the research the following limitations: 
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• Lack of a real world application/case study in order to establish the overall 

feasibility of the model; 

• Lack of spatial dimension of the area targeted by the strategy proposed by the 

author; 

• Lack of data in order to establish the extent of local currency circulation where it 

has been adopted and its economic impacts; 

• Lack of legislative analysis in order to establish the legal limits of local 

currency; 

• Necessity to establish whether the model is economically efficient. In particular, 

since not all the expenses that people and businesses face can be paid with a mix 

of national currency and local currency (taxes, utilities, wages, rent, suppliers, 

repayment of loans, etc.), it may be not convenient for the local community to 

employ an additional currency. 

More expenses paid with local currency, more the model suggested by the author may 

be efficient. Less the community may pay in local currency, higher is the risk that there 

is a leakage of national currency from the community to outside, which could further 

impoverish the community. 

The author suggests that the public sector should provide an orientation of 

consumptions in local currency (Garbage recycle payments, local energy supply 

payments, etc.); 

• Lack of data in order to establish whether CDFIs’ capital availability has the 

power in order to achieve the changes that deprived neighborhoods need; 

• Lack of data in order to figure out the Community Land Trust financial needs to 

deliver the services they aim to; 

• Lack of data in order to establish the impact that sharing economy practices can 

have on socio economic network formation and reinforcement. 

 

Interesting questions, out of the purpose of this research, arise from these limitations: 

Governance: Who should be the designer/ manager of the mixed-actions package? 

Should the public sector retain leading role? Should it be delivered by a privately-

oriented body?  

Quantitative model: Is it possible to come up with a quantitative appreciation of the 

critical masses and of the mutual impacts within the conceptual framework designed by 

this research? Does the systemic approach provide policy makers with a rationale to fill 
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gaps in the local context preventing from putting one action forward, by activating 

positive externalities from another action and how far? 

 

3.7.3 Contribution to knowledge 

 

Despite the limitations highlighted in the previous section, this research has provided 

new knowledge in at least three ways: 1) by recasting the urban regeneration theoretical 

framework, 2) by suggesting an integrated set of initiatives that can make urban 

regeneration’s outcomes both efficient and equitable, 3) by exploring the intertwined 

impacts of the suggested initiatives, 4) by highlighting the potential transferability of 

the model within the Italian context. 

 

1) Regarding the first aspect, by interpreting the concept of urban regeneration within 

the economic development argument, the author has provided two new concepts: 

exogenous-led urban regeneration and endogenous-based urban regeneration.  

These two concepts differ from the apparently similar ideas of bottom-up and top-down 

approaches. Even though they can match, the concepts of bottom-up/ top–down 

approaches give prominence to the decisional structures within the urban regeneration 

initiatives, while exogenous-led and endogenous-based urban regeneration highlight the 

resources to leverage in order to address urban problems. 

To give an example, within the bottom-up approach perspective, communities might 

decide to rely entirely to outside resources for the improvement of their conditions or, 

from a different perspective, the central government might develop neighborhood 

initiatives similar to those suggested by the author. 

Thus, an important contribution of this research is the provision of two concepts that 

explicitly depict the scenarios that urban regeneration initiatives can bring to. 

Still within the recasting stage of the urban regeneration’s theoretical framework, the 

author has provided additional contribution to knowledge by re-interpreting Camagni’s 

territorial capital matrix (regional scale) from a different perspective. In particular, the 

author has developed Camagni’s matrix at neighborhood scale, showing the potential to 

use such a matrix as observational lens in order to highlight both assets and needs of 

deprived neighborhoods. 
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2) The development of the “territorial matrix of deprived neighborhoods” has been the 

essential stage for the main contribution of this doctoral thesis: the conceptualization of 

the general framework of actions of endogenous-based urban regeneration.  

Indeed, the identification of the informal economy practices occurring within deprived 

communities has been useful in order to highlight the importance of social relations 

within these places and the potential that the initiatives, based on relations, can have. 

Therefore, besides the workforce development programs, all the initiatives suggested by 

the author within the endogenous-based urban regeneration perspective, even though 

operating in different fields, have as essential component of being based on community 

mutual trust (community land trust, community development financial institutions, local 

currencies and sharing economy practices). 

The integration of these initiatives within a single urban regeneration strategy and the 

potentials efficient and equitable outcomes of the model are the main contributions of 

this doctoral thesis to knowledge.  

Additionally, by integrating different initiatives, the author has showed the potential 

mutual reinforcement effects that such initiatives can develop by operating together.  

Such a condition suggests a new perspective to look at these initiatives and their 

additional potentials. 

 

3) This research pushes the body of knowledge forward, because, since now urban 

regeneration initiatives have been only investigated separately.  

As an example, the Schumacher Center for a new Economics 

(http://www.centerforneweconomics.org) and the Democracy collaborative 

(http://democracycollaborative.org) provide policy makers some suggestions about the 

potentials of some urban development tools (such as Community Development financial 

Institutions, Community Land Trust, local currency) without discussing their 

intertwined impacts. It is hereby proposed that an integrated approach can be supportive 

of a more effective urban economic approach, not only in the case study selected for the 

discussion (the US context), but also for the larger policy makers and planners 

community. 

 

4) Finally, the author has given a further contribution to knowledge by showing the 

potential transferability of the model within the Italian/European context.  
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In particular, this thesis fits with the last EU orientations aimed at leveraging private 

capital through the involvement of innovative financial instruments. 

 

This doctoral thesis is a theoretical contribution to knowledge. It has provided 

additional questions to the urban regeneration field rather than new answers.  

However, the raised questions pave the way for a new debate within the urban 

regeneration argument and highlight new knowledge paths to investigate, which can 

lead to promising results. 
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