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Abstract

Spatial economic change can be decomposed ireit®gdraphic constituents firm
formation, closure, relocation and growth. Thisgxdipcuses on the role of relocation
in the balancing equation of spatial economic dyicanT otal Change(zone i) = New
firms(i)-Closures(i)+ Growth(i)-Decline(i)+ InmovésOutmoves(i). Whereas the
other components are scale invariant (i.e. a fimth Iis a birth whether measured at
the local or the regional level) for firm relocatithe geographical scale is very
important. The larger the size of the region, thelter the number of border crossing
relocations. The question about the role of firngmadion in regional economic
change can therefore only be answered taking ttount the geographical scale. In
this paper we will answer this question for varigesgraphical scales. The data that
we use are from the longitudinal business regdtéine province of Gelderland, in
the east of the Netherlands, covering the peri@91#02.
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I ntroduction

Regional economic change is constituted by prosesisirm formation, closure,
growth and relocation, the so called ‘componentscainomic change’ (Birch 1979).
The number of studies on the relationship betwegional economic growth and
firm formation and closure are numerous (see Peflamet al. 2004). Also the growth
and decline of firms, expressed in number of eng#syhas received ample attention,
as both regional science and especially policy msakeed insight in the direct and
indirect employment effects on the region. Compaoetthese aspects of firm
dynamics mentioned above, in empirical studiectimponent of firm relocation is
underrepresented, mainly because of four reasinss, dfespite many academic
efforts, especially in the 1960s and 1970s, ther@iwidely accepted theory of firm
relocation (De Bok 2004). A recent literature ovew of Pellenbarg et al. (2004)
shows that many perspectives and theoretical appesacan be used to understand
firm relocation, but an overall grand theory iskiag. Second, empirical studies on
which future theory eventually could be built, oftece serious data problems. Until
now, in most countries a reliable observation systé origin and destination of
relocated firms is lacking, as this needs pundandl consistent registration at both the
origin and destination region. Moreover, trackirigvd relocated firms is time
consuming and costly. A complicating factor is ttere are problems of definition
of the firm move, since it is not always clear whaactly a move constitutes. Third,
compared to new firm formation and exit rates, frgtocation rates are low and
rather stable (Pellenbarg et al. 2004, Van Ste@5,20uisman & Van Wissen 2005a,
p. 27). And fourth, strongly related to the formaspect; it is often assumed that the
contribution of firm relocation to total spatial@mmic change is much smaller than
other components of firm dynamics, as many relooatare within a short distance
which strongly limits the contribution of firm redation to the regional economy.
This paper focuses on this fourth aspect. We attgateas firm relocation is about
firms crossing spatial distances, the economic anpafirm relocation actually
depends on the scale of the region under studythier words, the regional economic
effect of firm relocation varies with geographisahle. Our central research question
is: to what extent does the effect of firm relocaton the regional economy vary
between different geographical scales?

The effect of firm relocation on regional economi@nge is due to two factors: first,
the probability of firms to move over short, mediomlong distance; second, the size
of the moving firm. The total number of jobs invetin relocations is the product of
the probability in the population of moving, an@ tiverage size of the relocating
firms. Therefore, in order to link firm relocatiottstheir regional economic impact,
we have to study both the relocation process amddle of firm size in this process.
A distinction will be made between firm internaldsexternal factors. Key internal
factors are firm sector and size, and the key eatdactor is the present firm location
(i.e. the distinction between economic core —urlzard periphery. A second research
guestion is therefore: what is the impact of industpe and spatial location on the
decision to relocate and on the relocation distance

Not only the technical aspects of differences iatisyh detail make it worthwhile to
study the effect of firm relocation on regional Bomies of different geographical
size. In the searching process of firm relocatfenrelevance of spatial scales for
different location factors has to be assessedh®megional level, accessibility by
road or labour market characteristics can be cr{ictauw, 1996, p. 240, Pellenbarg
et al. 2004). On the local level, specific charasties of the site and the building
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often are decisive location factors; the importamicthese qualitative and localized
aspects is increasing over time (Van Steen 199B43). Also in the small area of the
Netherlands with only limited regional economicia#ion the locational tolerance
area is large which means that firms can perforfitably almost everywhere.
Therefore, in firm relocation processes qualitathfermation about alternative
locations is important and decision makers withie firms may include personal
preferences and use subjective criteria in théocegion strategies. This implies that
many entrepreneurs only choose from ‘known’ logaatiernatives within the region,
which reinforces the bias to short distance firgnaions. Entrepreneurs considering
firm relocation tend to choose from a limited numbgfeasible location alternatives
(De Bok 2004).

In order to assess the effect of firm relocatiort@regional economy, the relevance
of spatial levels has to be determined. We areested in both the effect on total
firm population and on regional employment. Witkpect to the former, empirical
studies about firm migration in the Netherlandsvsltioe small proportion of
relocated firms over longer distances and espg@adteep drop of registered firm
migrations with increasing spatial scales. Thisiast clearly shown in empirical
work of Van Steen (1998a; 2005). From his survepmgrDutch firms in 1994 he
concluded that of all firms that moved at leastegratmost 70% stayed within the
same municipality, 20% stayed within the provirmed only 12% of all firms did
cross province boundaries at least once. Only 886 ®located to another part of the
country (Van Steen 1998a, p. 35-36, p. 43). Inlaostudy, in which he followed a
sample of 2000 firms that existed in 1998 he tl@e¥®of all firms had moved at least
once during the 5-year period: an average annugingaate of 3.7%. Of these
relocated firms, 66% moved within the municipalit@% within the NUTS-3 area,
and 86% within the province. And three-quarterlbfians that actually left their
former province, moved to the adjacent provinceaddition, based on the most
recently published registration data of the ChambéCommerce, Kemper and
Pellenbarg (1997) found that in 1993 only 24% bfradved firms crossed boundaries
of another Chamber of Commerce district (in betwaemicipalities and province
levels). This share however was clearly increabigtgveen 1987 and 1993.

Studies on the impact of firm relocation on regieraployment levels are more
limited in number. 20% of the net job growth in pr@vince of Noord-Brabant in the
period 1994-1998 took place in firms that had mowédin the province in this
period, which indicates that moving jobs have d@baighan average job growth
(Wever and van de Velden, 1998). Another 12% wastdwexternal relocations.
Empirical evidence of the importance of firm reltbea on regional employment
levels at a high level of spatial detail has relgelméen given by Hoogstra (2005).
20% of employment change in small zones (of 2,&sglkm) can be attributed to
external firm relocation.

Theoretical background

The spatial dimension is implicit or explicit inethretical approaches to firm
relocation. Firm relocation is studied from manffetient perspectives. Pellenbarg et
al. (2002) distinguish neo-classical, behavioursdtitutional and evolutionary
approaches. In the neoclassical approach, the pbotéhespatial margins to
profitability is important (Hayter, 1999). It defines the spadhin which a firm is
able to operate profitably. Outside these contpurgduction costs are too high or
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revenues are too small to guarantee firm surviMagse spatial margins to
profitability are caused by objective charactecsbf the region (transportation
infrastructure) but also by agglomeration econontles availability of a specialized
labour force, networks, the size of the consumekataetc. From the spatial margins
to profitability thesis, it is unlikely that firmwill need to move because the spatial
margins have changed. Usually, these margins ayewide, and moreover they do
not change that fast, so that locatpen se is seldom a decisive factor for relocation.
On the other hand, if a relocation is necessaryst{indor other reasons), relocating
firms have a fairly large area within the spatiargins to profitability, which enables
a large search area if they have to move. Movirggscare also larger with increasing
distance, so that if a move is necessegigeris paribus, it will be over shorter
distances.

The behavioural approach is not so much conceriigdoljective criteria as
production costs, revenues, prices and profitgbitiuit with the decision process of
the entrepreneur. The decision-making processuallysdriven by incomplete
information, subjective interpretations, and ottiistortions of the ‘rational
optimizing man’ assumption of the neo-classicabsthin the behavioural approach
the motivations of entrepreneurs to relocate angrakto the analysis, and the main
relocation motives turn out to be lack of expangpace, higher status locations, and
more accessibility. Moreover, the role of infornsatichannels and the spatial bias in
these channels is important. The key moving fadiaklighted in this theory do not
necessitate a move over larger distances. If therfeeds to expand, it will look for a
new location in the close vicinity of the old loicat, but with more floor space, and
higher status. This short distance perspectiveimgarced through the spatial bias in
the available information about alternative premise

The institutional school focuses on the role ofrfal and informal networks on
behaviour. Firm linkages are not only forward aadkward linkages of goods and
commodities, but also the informal networks of epteneurs, customers, public
agencies, and so on. The role of information aadhieg is stressed in this approach,
which has a high spatial gradient. The local embdddss of the firm, and the steep
slope of the density curve of the relevant netwavkh increasing distance from the
original location, leads to short distance movesecessary.

In the evolutionary approach economic change legfimportance, as well as its
opposite: resistance to change or inertia. Actorshat able to choose the optimal
alternative defined in the neo-classical sensealmsthey have a history of
behaviour, which limits their future options (logk- This may be because of sunk
costs, but also other causes, such as informatésamd perceptions. Path
dependency and spatial lock-in are especially itgmbrwhen studying firm
relocation, since the previous location(s) of tine fexert a strong influence on the
decision to relocate, and where to relocate. Atmainbcation of the firm will limit the
options for relocation choices, and the new locatsousually within the
neighbourhood of the initial location.

In conclusion, all theoretical approaches favowrsbaver longer distances as part of
the entrepreneurial decision process. The fact#d this spatial gradient are
different however. For our purposes, it is not imi@ot to choose one over the other
approach, since the outcome of these theories poihe same direction in terms of
the spatial distances of firm moves.

Firm migrations have a two-layered effect on ttgiaeal economy: changes in the
total regional firm dynamics (where dynamics isiled in terms of startups, closures,
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incumbent growth, and spatial relocations) anddpiamics. Whereas in 2001/2002
firm relocation accounted for 26% of total firm @mics, its impact on job dynamics
was much higher: 48% (based on data of the Chanob&emmerce, Pellenbarg
2005). This means that on average relocating faragelatively large. Firms
migrating over larger distance were only slighdlyger than firms that relocated
within the region of origin.

Against the background of these theoretical coutidims, we will now focus on two
firm internal and one external factor that influeribe relocation process: firm size,
economic sector, and the spatial environment.

Firmsize

Firm size has a complex relationship to firm mapilSmall firms usually have low
sunk costs, which in theory would make them moréitapbut many of these micro
firms are low profile self-employment businesses thiant to stay small. Large firms
have relatively high sunk costs (premises, emplsykesiness relations and
networks), which keeps them from moving. And ifithneove, these firms try to keep
moving distances short. It can be assumed thatrbatto firms and large firms have
lower relocation rates than small and medium sfirets. When focusing on inter-
municipal moves (firm migration) a slightly differepicture emerges. Large firms
need larger business premises. Large businesssiesver are less densely
distributed among regions, which means that lairgesfoften can only find suitable
location alternatives at relatively large distancksaddition, the search costs are
higher for small firms, whereas larger firms wiender networks have more
information about feasible location alternatives.tAe behavioural environments of
small firms are geographically limited, they tend¢locate at shorter distance, often
close to the former location or even to the ownboshe place (Hayter 1997, p.149).

Sectoral differences

Firm migration also differs between economic sec{@ellenbarg 2005, p. 107; see
figure 1) Firms active in agriculture, retail anehgral services, and hotels and
restaurants tend to stick to their location, wheiff@ans in business services,
construction, transport and whole-sale activitievenrelatively often (Van Steen
2005 p. 55). This sector effect can have at leesteixplanations. The firstis a firm
size effect, as the average firm size differs mtae manufacturing and wholesale
businesses are relatively large, in contrast @tikaly small (business) service firms.
As stated above, high sunk costs in larger firniklimit relocation while small
business firms are relatively mobile. This differenn firm size however is not
reflected in the need for expansion space, whi@s awt differ between industries,
according to Van Steen (1998, p. 143). He found 7&o of all relocated firms
mentioned the need to expand as most importantmeeesgardless of industry type.
However, there is some empirical evidence that @egto other sectors especially
firms in the service sector find it hard to acconadiete growth in the number of
employees within the current business location (8teen & Van der Velde 1993). A
possible explanation for this sectoral differereéhie difficulty to expand in office
buildings in the early 1990s.

A second explanation for varying relocation rate®ag sectors can be found in the
distinction between producing and final demandasdfArmstrong & Taylor 2000,
p. 47) and the relative importance of the markeation for firm relocation. Firms
serving local or regional customers, especiallyscomer services or final demand,
tend to stick to their region. Exporting firms waHarge customer market are more
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mobile (Keeble 1978; empirical evidence by Broueeal. 2004, p. 343). It follows
that compared to firms serving wider markets, #leaation rate of these population
based firms will be lower, and if these firms motrey will tend to stay within reach
of their customer markets. Typical production sectre manufacturing, wholesale
and construction, and to some extent businesscesrgerving producing sector firms.
Typical sectors that serve final demand and as)aemence are relatively locally
bound, are retail, wholesale and hotels/restaurants

number of firms number of jobs
T T T T T
Adminstrative moves - | | General services | | |
| | | | |
General services [:. | | Consumer services | | |
| | | | |
|
Business facilitary services _ |
Business consultant services | | |
| ] Financial services E. | | |
Financial services l:l | | | |
B renpor [T
Transport . | | | ] | |
| | Hotels & restaurants [I | | | |
Hotels & restaurants l:l | | | | | |
:. ! ! Retail | | |
Retail | | | | |
! Wholesale
Wholesale |
[ | |
Construction - | | Construction :— |
| |
vanuiacuing | C ventecurns |
| | | | | |
Agriculture l:l | | Agriculture [I | | | |
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Figure 1:Firm relocation by sector and distance in 2001-2002. Source: Pellenbarg (
2005)

Regional differences

With respect to spatial variations, two oppositpdtieses about firm migration in
urban or economic core regions versus peripheealsacan be formulated.

First, linked to the initial incubator hypothesisopver and Vernon 1962) it can be
argued that an urban production milieu may be beiaéfo new or young firms as
small scale production in city centres is lesslgdbtn in the periphery. According to
Leone & Struyk (1974) this urban or economic cateaatage turns into a
disadvantage when production activities are expaufcemplex incubator
hypothesis). These expansion needs will eventdaiye firms outside the city. Van
Steen & Van der Velde (1993) showed that one othrefe firms is unable to
accommodate a 10% increase of the number of engdoyéhin the current building.
While half of these firms expect to be unable tpasd their building in order to
accommodate growth, this percentage is much ldogdirms located in inner cities
and neighbourhoods (p. 21). In these (urban) ameagjuarter of all growing firms
would face serious expansion problems and will avaty consider relocation. Lack
of space in the urban or economic core regionseigitiving force behind firm
migration, perhaps also towards the city fringewn beyond.

An opposite hypothesis however is that the largpamibusiness premises market
offers many location alternatives. Firms have alamideasible location alternatives
within their own region, which lowers search caatsl —if an intra-regional location
has been found- ultimately also decreases sunk ¢ustworks, employees). This
implies that for relocating firms outside the ecamocore it will be easier to find a
suitable (and large) site or building, but moreenfat a larger distance.
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As the need for space to expand the business isfadhe most important reasons to
relocate, we assume that firms within the econdame urban) core move more often
than firms in rural areas , but will still remaintkin their urban region because of the
larger urban supply of feasible location alterregivAn empirical basis for both
assumptions are the recent findings of Van Ste@d5Rfrom a study of 2000 firms
followed over the period 1998-2003. Furthermore expect that the impact of firm
migration on the total number of firms within thegion is higher in urban areas than
in other regions. The employment effect of firm ratpn may be even larger, as we
assume that mainly larger firms will move from tiean areas to the periphery.

Data and regional setting
Data

The data used in this paper were obtained fromP¥& (provincial employment

inquiry) register of business establishments in pwevince of Gelderland (the

Netherlands), which was kindly provided to us bg firovince of Gelderland. The
PWE is a regional subdivision of one of the natiomasiness registers, the LISA
(National Information System Labour Markets). LIS¥as originally set up as an
administrative register for the implementation ofial security laws. Currently it is a
main source for socio-economic and spatial-econamnialysis in the Netherlands.
The PWE register holds information on all businesgablishments in Gelderland,
where paid work is being performed. Besides firmalgsshments the PWE register
also holds information on governmental establishsieeducational establishments,
public health services and establishments forgreéessions.

The basic unit in the PWE register is an establettmwhich is defined as “a location

of a firm, institute, or free profession (i.e. afactory, workplace, shop or other

working accommodation, or a complex of these) imcWwior from where an economic

activity or independent profession is performedohg or more employed persons (at
least one person for 12 hours per week)”. For esearch we mainly used data from
the period 1999 to 2002. For the current analysialdishments were grouped into 4
main economic sectors: manufacturing, constructwmglesale, retail, and business
services.

Regional economic setting

Within the Dutch economy the large province of @eland is of increasing
importance. As part of the large intermediate apeayeen the central Randstad
region and more peripheral provinces, Gelderlamgeseas interesting alternative to
economic activities from within and outside the iNgtands. However, the regional
differences are quite large. The four NUTS-3 regionGelderland are the Veluwe,
Arnhem-Nijmegen, South-West Gelderland and The értiutek.

The Veluwe is a major tourist area with its natupadlity as woodlands and
moorland. Arnhem-Nijmegen is the most urbanised arel the economic provincial
core. South-West Gelderland can be characteriseddnge natural variety, strongly
dominated by water and agriculture, mainly frubgmction. However, because of its
central position close to the Randstad and maiomathighways transport and
distribution activities are booming. In the Achteek, economic development falls
back, with a slight specialisation in large agribass firms
(www.gelderlandfacts.comProvincie Gelderland 2005).

Within Gelderland also a distinction can be madsvben regions within and outside
the National Spatial Economic Main Structure (Huasnm& Van Wissen 2004, GS
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2005, p.15). The economic main structure (EMS)ha province of Gelderland
consists of

* an (inter-) national urban network: the junctiomAem-Nijmegen, as multimodal
centre between the Randstad and the Ruhrgebietwithda concentration of
labour intensive service sector

e urban networks (with interprovincial aspects): urb#&iangle (Apeldoorn,
Deventer, Zutphen), on the axis to Eastern EuropeVdERYV (Wageningen, Ede,
Rhenen, Veenendaal) mainly with a regional function

* regional centres/formation of networks: Doetinchamd environs, Tiel and
environs, Harderwijk and environs. GS Gelderland®(. 25.

In the province of Gelderland, the share of alhles$shments located in the EMS was
constant in the period 1986-1996 (37 percent),igtitly increased afterwards to 39
percent in 2002.

Business zone policy

Firm migration patterns in a small and densely peed country as the Netherlands
are of course strongly influenced by the supplipudiness premises and sites, which
in turn largely depends on the spatial planninghennational and regional level.
National business zone plans strictly followedrigning spatial planning concepts
of the 1970s, 1980s and early 1990s, in which f sbilld be discerned (especially in
urban planning) from ‘grouped dispersion’ and ‘gtyeole’ policy to ‘compact city’
policy (Priemus 2004, Pen 2002). With respect atigpeconomic policy in the
1990s, in order to reduce car use, mobility neddisros were to be matched with
mobility profiles of business locations: ABC LoaatiPolicy (VROM 2001. The most
recent national Spatial Memorandum (VROM 2004) @nésd a new business
location approach, encompassing both retail plapamd business zone policy. Its
main viewpoint is that business zone planning edee, but turns out to be extremely
difficult, especially when the need for businessffice space cannot be assessed
accurately (Louw et al. 2004). As a result, in #ygproach the key word is
decentralization, which means that the detailedapalans actually have to be made
on the provincial and regional level. The only rémray national criteria are that
economic development should be stimulated by tRec®nt supply of business
zones in both quantitative and qualitative wayat #tcessibility is optimal and that
liveability and a mix of spatial functions is guaraed. Furthermore, national spatial
investment will increasingly concentrate in theibiaal Spatial Economic Main
Structure, which covers urban regions, mainportsraain infrastructure. On the
provincial level the main policy instrument is tinérastructure plan (De Jong &
Leijten 2004). In the end, the retreat of the naldevel in spatial planning leaves
room for municipalities to experiment with new lbead regional cooperation
structures to offer enough business zones.

The specific Gelderland spatial economic policgtaged as follows: “The province
intends to focus its efforts on economic growth th@es not damage but enhances the
ecology and quality of life” (Policy Plan 2004). ©nof the key components of this
policy is to provide enough business sites andrairfor concentration both within

the Economic Main Structure and outside. Still, share of total employment in

firms located at specific business zones is betw@@¥ (Provincie Gelderland 2004,

p. 153) and 40% (SOPAG 2002, p. 11) and rathetestaler the years.
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Results

The rationale behind using startup rates as aaederis that we can visualize the
relative magnitude of firm and employment dynam&srtup rates in the economic
heydays of the nineties were between 6 and 8 penséich is in accordance with the
results by Pellenbarg (2005) but recently have cdaven to about 5 percent, most
likely as a result of the economic recession. Edushows moving rates and startup
rates, as well as the relative number of jobs wewlin these dynamics, by type of
move in Gelderland in the period 1999-2001.

10 firm employment
4
8
ra rat
€ 4 — [ 1 € 2
2 H H Hﬁ 1 .
0 0 T T
1999 2000 2001 1999 2000 2001
CINUTS3 I municipalityllll pc_4 CINUTS: [ Imunicipality s pc_4
[ pc_6 — starters T pc_6 — starters
Figure2 Relocations by type of move and startup rates, in terms of firms (left)

and employment (right) 1999-2001.

The total relocation rate is only slightly loweaththe startup rate. It is clear that
most of the moves are within a very small spatalge as about 75 percent of all
firms have stayed in the original municipality. $hinplies that on average the firm
migration rate is extraordinary low: recently oalyout 10 firms per 1000 yearly
relocate beyond municipal boundaries. As expettednumber of relocating firms
increased with higher spatial detail. When lookagnterregional moves, which are
the most interesting from a regional economic pofntiew, the share of inter-
regional moves (across NUTS 3 regions) is very krhab 2 per 1000 firms.

When we take into account the employment relateddweing firms, the relative
weight of moves increases. Four percent of all jalike province of Gelderland was
related to a moving firm in 2001, which is highlean the relative number of jobs
related to startups: only 2 percent. In the nirsetiie relative number of jobs involved
in moving and in startups was of the same ordet,aantly recently the jobs associated
with moves has increased sharply. The employmearesti migrating firms
(intermunicipal moves) to total employment is l#ssn one worker per 100. At the
interregional (NUTS 3) level this is as small &® 2 per 1000 workers. About 80%
of all jobs in moving firms remained in the formmaunicipality. Linked to the share
of moving firms that stayed within the municipal{®5%) we can conclude that firms
crossing municipal borders are relatively smallisTik reflected in the large share of
firms (75%) with relocation plans that look for néwsiness area within the
municipality (GS 2003, p. 10).

Figure 3 shows the trend in firm size for all firmsovers and startups, in the period
1986-2001. The average size of moving firms (7-b8kers in the period 1986-2001)
is much higher than of startups (3-5 workers) , ianthe nineties also substantial
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higher than average firm size (8 workers). Inténg$t, the average size of moving
forms has decreased substantially over time, aadrasult of this decrease recently
on average a mover is smaller than a non-movereTde three possible
explanations for this. First, it can be partly dadetter registration of firm
relocations in the Netherlands, which recently atetudes relocating small firms.
Second, there is an indication that with increa$@ig possibilities and ample feasible
local and regional business site opportunities nsangll firms have become
increasingly mobile. Third, as Stam (2003) has sftjvespecially fast growing firms
increasingly do not consider relocation, but filkdes locational strategies, i.e.
opening a branch plant or forming temporary caaisi with other businesses.

all firms movers —— - - startups

Figure3 Firm size of movers, startups, and all firmsin 1986-2001

The previous results pertain to all firms. Restdtsfive major industries are shown in
figure 4. The moving rate varies across industies is relatively high for
construction, wholesale and business services {&b®t). Explanations for this also
vary by industry. On the one hand it can be argbatithe high relocation rate in
business services stems from small firm size, wiricreases mobility. On the other
hand, high relocation rate in construction and whkale can perhaps be explained by
rigid location policies in the late 1990s. The ttexi a decreasing impact of firm
relocation on the regional economy with larger isppatales applies for all industries
analyzed. Intra-municipal moves dominate, whicim@st clearly visible among retail
and construction firms. This is in line with ousamptions about firms serving local
and regional customer markets (final demand see®pposite to production
sectors).

In the retail sector on the one hand the employroensequences of moving are
somewhat smaller than in other sectors (averagé)2 while on the other hand the
vast majority of jobs (88 percent) stays within nicipal boundaries. For the other
sectors the employment consequences of movinghdheisame order of magnitude
as startups, or higher. The number of jobs invoimetioving business service firms
is exceptionally high.

Another dimension behind these figures is the mision between the core economic
area and the periphery (Figure 5). Some interesgliffigrences emerge between the
core economic zone and the periphery. Both moagsrand startup rates are higher
in the core area. Moving rates are about 1.5 tasdsigh in the core area, and startup
rates are about 1.25 times as high in the core sihee of firms migrating within
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municipal boundaries however, is only slightly krgn the core than in the periphery
(80% versus 77%).

In terms of employment inter-municipal relocati@tsount for a larger share of total
job dynamics in the core region than in the penipli20% versus 15%). However,
the share of jobs in relocating firms that movethimi pc_6 level is relatively high in
the urban core, which may point at a larger supplyusiness sites and premises at
close distance than in the periphery.

When we focus on the periphery, it seems thatithesfrelocating within municipal
boundaries are relatively large. We did not expleistbut it may be due to the
oversupply of business sites throughout Gelderéardiespecially in the peripheral
regions in the late 1990s (SOPAG 2002)

Finally, we have found that the trend from cor@é¢oiphery is only limited (table 1).
Thus, the observed difference in migration intgnadcurs primarily within the core
and periphery zones, not across. This is in lirte wast and current spatial policy in
Gelderland (SOPAG 2002) which on the one hand ainfisrther concentration of
economic activity in the urban core (GS 2005, p).&&] even an active office
location strategy in line with the ABC location @yl plans (GS 2005, p.31) On the
other hand, in the periphery regional business 2sheuld accommodate regional
demand (Provincie Gelderland 2000, p. 14).

2001 core 2001 periphery
1999 core 4,7% 0,8%
1999periphery 0,4% 3,6%
Table 1 Origin and destination in interregional mevpercentage of all firms
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Figure4 Moving rate and startup rate (left), and relative number of jobsin
moving firms and startups (right) by type of move, for different
industries in the province of Gelderland, 1999-2001
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Figure5 Moving rate and startup rate (left), and relative number of jobs in
moving firms and startups (right) by type of move, for the core economic
area and the periphery, in the province of Gelderland, 1999-2001

Conclusions

As we expected, in the Netherlands firm migratiates are low and decrease sharply
with larger geographical scales. We now have irsigthe relative contribution of
firm relocation patterns to the regional economighwespect to firm population and
employment levels.

We may conclude from these figures that firm masesinteresting for the real estate
market, but because of the limited number of jolvelived with long distance
migration, hardly interesting for municipal econargrowth policies. Even less firms
and jobs cross the boundaries of NUTS 3 regiong;wiimits the relevance of firm
migration to regional economic policies in GeldadaThe large supply of business
premises throughout Gelderland and even withiruthan core, seems to be offering
firms ample feasible location alternatives (ProignGelderland 2000, p. 20), but this
may change in the future, as is expected for the owan areas Arnhem/Nijmegen
(SOPAG 2002, p. 15). It would be interesting tolgm& whether firms in more tight
real estate or business premises markets behdeeedifly. With higher barriers to
move, maybe other mechanisms will prevail and erilee the decision whether to
move or not, and the relocation distance.

Finally, we want to stress that the key procesgunying the contribution of firm
migration to the regional economy takes place atarlevel of the individual firm
and even the entrepreneur. This calls for a mevellapproach in which relocation
probabilities and the role of covariates on thmfievel is analyzed (see Huisman &
Van Wissen 2005b).
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