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The Creative City - Sustainable Region Index (The KRAFT Index) is an innovative regional 
development concept. It is rooted in the conviction that the key to successful development initiatives 
and projects is the effective cooperation between the socio-economic stakeholders of the relevant 
region.   The KRAFT Index proposes an integrated framework for evaluation and interpretation which 
makes possible the consideration of individual (company, city, university etc.) and community interests, 
and provides a complex and in-depth understanding of long and medium term development objectives. 
This integrative approach is of vital importance for success and the simultaneous creation of socio-
economic and ecological sustainability. A“win-win” game is impossible without knowledge of the 
increasing and changing needs, demands and expectations of users, as well as knowledge of the latest 
technical, institutional and social innovations. 

One new element of this conceptual framework highlights and measures so-called “soft” 
factors: creativity, innovative capacity and new knowledge, knowledge transfer, potential to cooperate, 
trust and collective competences. The density, quality and dynamics of social, economic and scientific 
networks are crucial to successful development and evolution. Today these factors have become more 
important than physical distance, administrative and legal constraints or so-called “hard” factors. 

Several indices exist for comparing the individual performance of cities in different areas of 
development: the Green Cities Index, Sustainable Cities Index and Creative Cities Index have all been 
introduced in the recent years. However, there is still no complex system of indices that reveal 
developmental tendencies, network formation, potential for cooperation among actors or the capacity of 
cities and their rural environment. There has not been a way to evaluate their creative potential or the 
internal strengths, synergies and opportunities determined by the stakeholders.

The KRAFT Index aims to measure the conditions required for the implementation of a new, 
complex regional development strategy. It emphasises primarily the “hidden” potentials of 
agglomerations delineated by European and Central European cities and groups of cities, and their 
internal, endogenous possibilities for development.  These possibilities and co-operational networks, 
like many other “soft” factors, are not usually included in national statistics. Cultural, social and 
economic connections, co-operational networks, knowledge alliances, R&D transfers, spin-offs of 
universities, the inter-relatedness of agglomeration and small regional economies have the potential to 
become the dynamizing forces of currently stagnating regional economies. In order to provide a 
realistic, reliable and comprehensive image of existing and changing developmental opportunities and 
the social, cultural and environmental conditions for their realisation to the main stakeholders 
(international and national SME-s and big companies, city and provincial governments, government 
offices, regional development agencies, social and economic organisations, chambers, education or 
research centres, universities) it is necessary to combine measurements of creativity with sustainability 
in an integrated approach.  
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Using the KRAFT Index, it is possible to employ an integrated evaluation of the regional opportunities 
of  cities and rural areas that would improve the economy  by taking into consideration the living 
standards of the population, the number of active workers, productive stakeholders and those wanting 
to settle down in the area, as well as the aspects of sustainability.  The KRAFT Index measures three 
groups of characteristics: 1) creativity and innovation potential, capacity to create new knowledge; 2) 
social capital, network potential and “connectivity”; 3) sustainability potential.1  The KRAFT Index 
analyses creativity and innovation in a number of ways including the creative potential of social values 
and the impact of a creative workforce and industries. The concept of the “future university,” is also 
developed which links practical and theoretical knowledge based on networking. The mapping of 
human capital includes the measurement of built and natural heritage management which could be a 
dynamic factor for the development of the regional economy. Networking potential and social capital 
can also be assessed and compared with the KRAFT Index. The most important factors in this analysis 
are information technology, infrastructures that provide quick accessibility and the institutions of co-
operating networks. At the same time, value systems and customs, and the openness of civil society and 
level of public trust, either encourage or discourage efficiency and economic and social network 
formation. All these factors are included in the index. By emphasising “soft” or “intangible” factors, the 
KRAFT Index, as opposed to other indices, reveals the latent and hidden human capital in society. This 
means that regional development opportunities, including for cities, are viewed from a wider 
perspective. 

It is also necessary to examine the content of complex planning, e.g., what determines the 
success of development projects that can enhance the chances for future generations to inherit a 
sustainable, good and healthy life. Integral parts of sustainability are environmental sustainability, 
demographic and community sustainability, social sustainability, economic sustainability and 
development potential.

The KRAFT Index examines the relevant stakeholders and decision-makers (local governments 
at different levels, industries and research institutions) to show where improvement is possible or 
necessary in a given region. The KRAFT Index is, however, no silver bullet. What it proposes is a new 
approach that reflects a new age and orientation. By linking together urban planning, regional 
development, new types of cultural heritage management, R&D and investment strategies, it provides a 
better insight into complex processes and their successful management. It may provide the main 
stakeholders with a better understanding of different points of view, and a more comprehensive and 
complex basis on which to successfully execute macro-regional strategies. Finally, it may help to 
dynamize the economies of underdeveloped and increasingly marginalized regions and cities. 

Why the integrated approach of the KRAFT Index is needed

Traditional investment and regional development strategies have been devaluated by the global crisis, 
while creativity, knowledge creation and socio-economic cohesion are revalorized as pre-requisites for 
sustainability. Consequently, in the past decade, the attention of researchers, regional development 

1  The use of the term “potential” is meant to emphasise that the index does not merely characterise the 
status quo, but can forecast processes and identify and assess trends as well.  
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offices and international companies has increasingly turned towards innovative projects advanced by 
cities and their regional economies. 

Investors are primarily interested in mega-cities or metropolises and pay less attention to small 
or medium sized towns or the rural areas around them. The settlement structure and the development 
potential of several macro-regions (e.g., Central and Eastern Europe, the Danube Region, the Baltic 
Region) in the European Union are defined by the aggregate of small and medium size towns.  
Individual small or medium size towns cannot be classified as credible units in their own right in terms 
of development and innovation according to company investments, returns and sustainability. No 
technical-institutional innovation can be efficient if it stops at the administrative borders of a city or 
county. 

The KRAFT Index aims to provide a complex assessment and comparison of new sustainable 
development and investment strategies conceived in a wider context. Regional and urban development 
concepts, as well as corporate strategies tend to have another shortcoming: a fractured, 
compartmentalised, and one-dimensional approach to projects. The reason for this is disinterest and 
lack of knowledge of interdependencies. Since mapping of potential multiplier effects and synergies 
was omitted or neglected over the past two decades, the efficiency and sustainability of regional 
development projects was greatly reduced.    

The concept of the Creative City - Sustainable Region overcomes these shortcomings and 
practical limitations (Miszlivetz 2011). A key determinant to the success of regional development 
projects and enterprises is creation of the conditions for a field of play that provides positive outcomes 
for a range of stakeholders. The creation of a common terminology and framework for evaluation 
improve the understanding  of individual and shared interests (social and consumer demands and 
behaviour patterns, technical and institutional innovation)  that are  key to the success and  
sustainability of socio-economic cohesion, investment and job creation. Trends point in this direction, 
but the process is far from complete. 

 A new, more complex regional development concept and the KRAFT Index intend to measure 
the  “hidden” potential of agglomeration economies defined by cities/towns and their clusters. The 
hidden potential of creativity is especially considerable in historical cross-border regions. Cross-border 
cooperation projects and connections are not usually listed in national statistics, although cultural, 
social and economic networks can be an important, albeit mostly unexploited forces for new regional 
development strategies in border regions.  

This potential can be traced to: 
• traditions, and in the different elements of natural and cultural heritage (linguistic and cultural 

diversity, historical and regional identity);
• changing customer behaviour  and working conditions caused by the spread of new 

technologies; 
• the increasingly urban lifestyle, even if not in big cities;
• social capital and networking, which are defined by all of the above. 

The European Union, as well as its Eastern and Southern border regions, can be divided into 
macro-regions. These are composed mostly by the border regions of small states in historic regions. 
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The fragmentation caused by nation state creation, the world wars and the subsequent redrawing of 
state borders, cut these regions into pieces and marginalised their cities. Inside and throughout the 
European Union these cities have been granted a new chance to re-dynamize both in terms of culture 
and economy. So far, however, this new chance has only been partially exploited. The application of the 
KRAFT Index is especially recommended in their case. 
History: Indices and Policies

Creative city and regional development
In 1902, Ebenezer Howard imagined the city of the future in his study entitled Garden Cities of To-
morrow. He reasoned that in the city, the advantages of rural and urban life should be united, while 
their disadvantages should be prevented.2 In the Garden City concept the city is surrounded by rural 
areas where food is produced, while industrial activities are restricted to a dedicated part of the city. 

Referring to the acute problems of industrialised Great Britain, he posed the questions: where 
would people willingly migrate; where would they prefer to live? He considered the factors that 
influence these decisions, as well as the working and life conditions. Even though Howard proposed 
these questions over a hundred years ago, most of them are still valid today.

At the same time, it is important to give a thought to the questions he did NOT ask.

2  In Chapter 12 - Social Cities, he writes,  “The problem with which we have now to deal, 
shortly stated, is this: How to make our Garden City experiment the stepping stone to a higher and 
better form of industrial life generally throughout the country. Granted the success of the initial  
experiment, and there must inevitably arise a widespread demand for an extension of methods so 
healthy and so advantageous; and it will be well, therefore, to consider some of the chief problems 
which will have to be faced in the progress of such extension.”
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Howard’s city of the future (1902)

On the one hand, demand has expanded because of the advance of technology, for example, it has 
become of primary importance whether access to the Internet is available and if so, what type and at 
what cost. On the other hand, the challenges of the globalised economy and society of the post-
industrial age, for example, complex national and international relations, “connectedness”, network 
formation, all necessitate the consideration of new aspects.

Cities as the potential engines of evolution and development returned to the focus of attention of 
practical experts and theoreticians at the end of the 20th century. The main triggers for this were the 
revalorization of culture and its evolution into a more complex conceptualization. Thanks to this, the 
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radical revaluation of the concept, role and socio-economic relevance of cultural heritage began, along 
with the consideration of new types of management. Most of the tangible and non-tangible (non-
material) elements of heritage are found in historic cities that are often marginalised in terms of 
development. They often accumulate in small or medium size towns that, located at the dead end of 
sub-regions. The rate of exploitation of development opportunities, however, is determined by the 
openness and creativity of city leaders and that of the local cultural heritage management and the 
willingness to co-operate with the other stakeholders.  

City and State Indices

All of the city indices to be reviewed here attempt to assess the big cities of Europe and the world 
based on the values influencing living standards and the commercial environment. By reviewing their 
approaches, methods and measurement tools, we will be able to place the Kraft Index in a context that 
highlights its innovation. 

Cushman & Wakefield’s European Cities Monitor 2011

The survey of the real estate consulting agency has reviewed the ideas of companies about European 
cities since 1990 by assessing the changes in their attractivity over time.  The report assesses conditions 
that are weighed and considered by the companies before they decide to open and establish new 
sites/affiliates in different cities. Five hundred of the largest European companies were surveyed by 
phone by interviewing the top managers and directors responsible for the choice of location. They were 
presented with a list of cities and asked which cities they would rate the best, second best and third 
when assessed in terms of certain criteria.

The questions asked ranged from the general to the specific: Which city is most suitable for 
launching a new business? Which city is best served by the national public transport services? The 
more specific questions were only asked of subjects who stated they were familiar with the relevant 
city. In this regard, only 10 out of the 36 cities were known to more than 50% of interviewees; 18 cities 
were known to about 33%.  Throughout the survey, apart from the assessment of cities, aspects 
considered in site choice were also measured. Based on the 2011 survey, the most important factor with 
60% was accessibility of markets, customers or clients. This was followed in second place by 53% 
related to the availability of skilled workforce, and third place at 52% related to the quality of 
telecommunications. In fourth place, with 51%, was transport connections with other cities and abroad.  

This is a typical classification of “hard” indicators that ignores the “soft” factors. It is, however, 
valuable since it concentrates on the changing priorities of company decision makers and assesses their 
relative significance. 

EIU Liveable Cities and Regional Adaptation 

The Global Liveability Report published by the Economist Intelligence Unit (EIU) assesses the 
lifestyles of the population of 140 cities around the world. The index is compiled twice a year. Every 
city is given a score based on 30 different criteria of quantity and quality that are grouped into five 
differently weighted criteria in the framework of 100 points as the top score.  

• stability (crime, war, terrorism) weight: 25
• health care (availability and quality) weight: 20
• culture and environment (climate, quality of food and drink, corruption, sporting and cultural 
availability etc) weight: 25
• education (availability, quality and cost) weight: 10
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• infrastructure (quality of roads, public transport, water, energy etc.) weight: 20 

Among liveability indicators we can also find the availability of sports, cultural, social and 
religious activities. These are all measured by EIU based on the data they collect and evaluate.

Further improvement of the classification - considering the feedback received so far - was 
proposed in an open call for contributions in 2012, won by the Spatially Adjusted Liveability Index. 3 
This proposed the addition of a sixth category to the existing five, called “regional characteristics”. In 
this category there are seven new criteria: green space, sprawl, natural assets, cultural assets, 
connectivity, isolation and air pollution. In order to measure cultural assets, the areas of the city and its 
surroundings listed by UNESCO as part of the World Heritage were specifically assessed. As an 
indicator of connectivity, the number of cities reachable by air and flight frequency were assessed, 
since the quality of roads, public transport and international railway lines were already examined in the 
Liveability Index. 

EIU Hot spots: competitive cities  

The other city index published by EIU in 2012 is entitled Benchmarking Global City Competitiveness. 4 
The introduction of the index explains that “While economic size and growth are important and 
necessary, several other factors determine a city’s overall competitiveness, including its business and 
regulatory environment, the quality of human capital and indeed the quality of life. These factors not 
only help a city sustain a high rate of economic growth, but also create a stable and harmonious 
business and social environment.”

The eight areas that were measured are: 1) economic strength; 2) physical capital; 3) financial 
maturity; 4) institutional effectiveness; 5) social and cultural character; 6) human capital); 7) 
environment and natural hazards; 8) global appeal. The index also measures some “soft” factors like 
the entrepreneurial or risk-taking mindset among citizens, the number of internationally renowned 
think-tanks, openness and diversity, as well as cultural vibrancy.

Apart from using indicators, deep interviews were made with urban studies experts about what 
makes a city competitive. For one, Michael Bloomberg, New York City’s mayor stated:  “I’ve always 
believed that talent attracts capital more effectively and consistently than capital attracts talent.” 
According to the report, the advantage of the most developed states is that they are capable of 
producing and keeping talented people - and this is why they merit the first position in the human 
capital category of the index. The report suggests that the advantage of European and North American 
cities derives from the quality of their educational system and the entrepreneurial mindset of their 
citizens. This is combined with cultural life and generally good living standards. In our increasingly 
globalised and inter-connected world today, who knows where new talent will be discovered and where 
this new talent will choose to live and work. Talented people tend to be very mobile, which 
simultaneously provides great opportunities and challenges for cities.  

European Green City Index (EGCI)

The correlation of EGCI and city size
EGCI report (2009)

3  https://www.eiu.com/public/topical_report.aspx?campaignid=BestCity2012 
4  http://www.managementthinking.eiu.com/sites/default/files/downloads/Hot
%20Spots.pdf 
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The goal of the EGCI Index developed through the co-operation of the Economist Intelligence Unit and 
Siemens assesses the actual environmental status of European cities and the efforts made for 
environmental protection based on currently ongoing projects. The index scores cities according to 30 
unique indicators in 8 categories and makes a summary ranking of them by category and altogether. 
There are 16 quantitative indicators to characterise the current status (CO2 emission, energy 
consumption etc.), and 14 qualitative indicators to assess the goals and ambitions of each city, for 
example, its efforts to increase the proportion of renewable energies supplied or to increase the energy 
efficiency of buildings. 
Categories:

• CO2 (emission, intensity and reduction strategy)
• energy (consumption, intensity, proportion of renewable energy, energy policy)
• buildings (energy consumption of residential buildings, energy efficiency of buildings)
• transport (public transport use, cycle paths, green transport promotion, traffic reducing efforts) 
• water (consumption, loss, provisions, policies)
• waste and land use (waste generation and recycling, policies, green areas and expansion policies)
• air quality ((NO2, O3, PM10, SO2 pollution, policies)
• environmental governance (green action politics, green management, social involvement)

The aim of the EGCI is to assess the conditions of the environment, however, its method does not 
allow for the weighing of the cities’ features. The EGCI produces higher values for the richer cities, 
which is well reflected by the fact that the GDP per capita and the index show a tight correlation of the 
two. The report explains that wealthier cities can afford the construction of sustainable (that is, greener) 
infrastructure and show greater ambition to do so.  It is worth mentioning, however, that even though 
city size does not seem to matter as regards the entire index, in the case of East European nations the 
smaller cities are doing better and there is a tight correlation between the size of cities and the EGCI, 
especially as regards air pollution and CO2 intensity indicators.

From among “soft” characteristics, the EGCI considers social involvement in the case of 
environmental policies decision-making, however it did not consider social or human values.

“Sustainable City” Index

The survey of the British non-profit organisation, Forum for the Future (supported by GE), assesses the 
sustainability of cities through 13 indicators in their report entitled Sustainable Cities Index 2010 (SCI). 
The indicators are grouped into three “baskets”:   

• environmental impact (air quality, ecological footprint, domestic waste, bio-diversity);
• living standards (life expectancy, green space, public transport, employment rate, education); 
• anticipation (climate change, new start-up projects, recycling, markets for local produce). 

It assesses sustainability by using fewer indicators than the EGCI, but it has the advantage of 
making the potential for progress (which is a “soft” indicator) expressible in figures.

Cluster formation for competitiveness  

The 2012 HABITAT analysis by the UN states that attention has been turned to inter-city relationships 
inside the regions, since competition has been lifted from the level of nation states to the city-regional 
level. At the same time, by improving synergies and relationships between cities, new areas of 
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competitive and market advantage can be discovered. City leaders responsible for regional 
development are now engaged in the coherent creation of “polycentric urban regions” (PUR), since 
they have realised more possibilities in this wider and more complex context. Regional clusters are not 
often referred to by the name of PUR, but rather by “urban network” or “city network” instead, which 
also emphasises the network character. The characteristics of the PUR concept are the following: 

• existing clusters and city centres; 
• interaction between the existing centres (economic interaction or connection); 
• specialisation of centres in the economic structure. 

The advantage of polycentric urban regions is that they have a greater agglomeration area, which 
improves real economies, and, consequently, a wider range of functional specialisation and the 
possibility of a better division of labour, improving the quality of regional diversity that may act as a 
regulating force on the uncontrollable nature of urban expansion. A new challenge is that while the 
quality of services may improve in a given region, individual cities should surrender their own interests 
to those of the region (for example by the transfer of educational institutions, recreational and cultural 
centres or sports facilities etc.). The risk arises that in such cases – due to residents’ or political motives 
– local interests will be favoured before the regional public common good, which may hinder the 
potential advantages of the region. The synergies of PUR emphasize the potential for complementarity 
and cooperation.  

The report suggests the application of the system and network approach to reveal the competitive 
advantages in local and regional development projects. This approach has been widely acclaimed lately 
in both the economic and social sciences. The system approach helps to define what is the level 
(local/regional/ national/ transnational) at which the given demand should be handled and reveals the 
possibilities of cooperation between regions. This method also helps to develop an analytical 
framework that is capable of showing and interpreting the weak points of the system.

Creativity,  just  like  openness  and  co-operative  mindset  is  becoming  a  more  frequently  used 
general aspect in all forms of governance, thus in the case of city governments, too.  It is a general and 
increasing tendency to favour “soft” characteristics - openness, tolerance, ability of long-term thinking, 
networking, diversity of values etc.  against “hard” factors.  

The Copenhagen Agenda 

The  index  summarises  the  10  basic  principles  of  sustainable  city  governance.  In  an  international 
survey,5 50 leading urbanologists were asked what they think would be the pre-requisites for evolving 
sustainable cities. They unanimously replied that a radical change of attitudes and a new strategy would 
first  be  needed,  but  most  importantly,  a  new  model  of  city  governance.  Their  statements  were 
compacted into ten principles. They emphasise that chaos, crisis and change can all and should all be 
managed through innovative approaches, openness and an adaptive mindset. The complex interwoven 
nature of institutions and partnerships “demands the encouragement of business management, political 
leadership and creativity from the future city governance”.

“Creative City Index”

The Creative City Index (CCI) was created by Charles Landry and his colleague, Jonathan Hyams in 
order to assess and measure the so-called “imaginative impulse” of cities.  

5  Borreskov, 2007.
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The CCI is composed of three parts: internal assessment, external assessment and an online survey. 
According to Landry (2000), creativity, flexibility, the ability to adapt and perform (resilience) and “the 
capacity to future proof a city” are measured in ten areas:6 

• political & public framework;
• distinctiveness, diversity, vitality and expression;
• openness, trust, tolerance & accessibility;
• entrepreneurship, exploration & innovation;
• strategic leadership, agility & vision;
• talent & the learning landscape;
• communication, connectivity & networking;
• the place & placemaking;
• liveability & well-being;
• professionalism & effectiveness.

The Smart City Initiative  

IBM contributes - as part of its mission - to the transformation of the world’s cities into more liveable 
places and to their better running by providing support through IT solutions, in close cooperation with 
the population. In a survey conducted in 2011 in Hungary7 it is stated, based on a previously published 
IBM research,8 that cities are founded on seven basic systems composed of networks, infrastructure and 
environment:

• city services
• citizens as a sub-system, including public safety, health and education
•  the business sub-system, encompassing the city’s business regulation and policy environment as 
well as the planning  regulations
• transport
• communication
• water management
• energy management

The Smart City concept practically omits “soft” indicators altogether, even though the “citizens” 
sub-system does make an appearance.  For the benchmarking of Hungarian cities, data were drawn 
from the KSH T-STAR (Hungarian Central Statistical Office), GKIeNET (GKI Economic Research 
Co.) and MTA RKK NYUTI (Research Centre for Economic and Regional Studies, Hungarian 
Academy of Sciences) databases. 

State of the World’s Cities 2010–2011

In early 2010 HABITAT Centre of the UN published a report on urbanisation, which is claimed to be 
tightly interwoven with economic development. In 2010, more than half of the world’s population lived 
in cities; for Europe, this has been true since before 1950, and for Latin America since the early 1960s. 
Provisionally, the same will occur in Asia in 2023 and in Africa in 2030.

However, no explanation has been found for any causal connection between economic growth 
and urbanisation so far. High level urbanisation brings about a number of positive phenomena: 

6  http://www.charleslandry.com/index.php?l=creativecityindex 
7  Lados, 2011. 
8  Dirks-Keeling, 2009.
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technological innovation, new forms of creativity, economic progress, higher living standards, more 
democratic accountability etc. At the country-level, the relationship between urbanization and poverty 
is true for 90 per cent of the cases, so, generally poverty in cities is smaller than in rural areas. The 
report also showed that incomes tend to be higher in urban areas. According to the report, urbanization 
can be a positive force for economic development. However, when rural populations flee to towns in 
search of safety in countries ravaged by civil war, extreme inequalities, or inadequate or ineffective 
policies, individual incomes decline, and this also blocks development or, at least, sets back progress 
substantially.   

As regards the problems of cities, the report draws the attention of decision makers to the 
necessity of reducing social, economic, political and cultural inequalities, since social capital is created 
by economic opportunities that are founded on political, social and cultural rights. In their words, the 
“right for a city” is composed of four dimensions: social accommodation (equal opportunities, housing, 
basic services and service providing systems), economic accommodation (equal opportunities in 
employment and entrepreneurship), political accommodation (human rights, freedoms, support for 
social and political involvement) and cultural accommodation (improving social integration, preserving 
diversity, support for the arts, efficient management of cultural heritage).

Area Development Policies in Europe 

The EDORA programme

Twelve member states participated with 16 partners in the research programme of the European 
Observation Network for Territorial Development (ESPON) entitled European Development 
Opportunities for Rural Areas (EDORA), which was closed in 2012.9 The summary of the research 
findings suggests the introduction of regional indicators and typology, at the same time its findings 
indicate that the most important triggers of change in the rural areas are basically present everywhere, 
and that the increasing spatial differentiation derives primarily from the micro-level (local) differences 
in the response capacity. These differences depend on the given region’s physical and “soft” (non-
tangible) features. On the micro-regional level, the greatest challenge for development, except for the 
most underdeveloped areas, are found to be human and social resources, institutional capacity, 
entrepreneurial culture and the development of different types of networks. Better indicators and a so-
called neo-endogenous approach are needed to measure “soft” features. Among others, EDORA makes 
reference to the definitions of the seven forms of capital by Braithewaite (2009), that of financial, built, 
natural, social, human, cultural and political capital. 

The new proposal of the EDORA Report can be considered important: the idea that the only drive 
of regional economic development is the city should be reconsidered since rural areas are also very 
well capable of endogenous development. The networks of regional companies connect the rural areas 
with the outside like arches, they provide them with market information and serve as a bond between 
urban and rural populations, thereby extending the framework of innovation.  . “By contrast, a review 
of literature on food networks pointed to the benefits of short supply chains and “relocalisation” in 
terms of retaining value, enhancement of social capital, and environmental benefits. It is possible that 
the relocalisation paradigm could be applied more generally to rural activities. The investigation of 
territorial cooperation once again underlined the importance of an appropriate array of intangible assets 
as a fundamental precondition of successful local development. However, although there is a 
substantial body of knowledge about them, it needs to be applied specifically to the issue of rural-urban 

9  http://www.espon.eu/main/Menu_Projects/Menu_AppliedResearch/edora.html 
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cooperation before such “soft factors” can gain effective leverage within territorial cohesion policy.” 
(EDORA, 2011).

Analysing  the  relationship  systems  of  rural  areas,  the  preliminary  report  of  EDORA (2009) 
highlighted the importance of connexity,  which the report  divided into the three groups illustrated 
below:  

The elements of regional connexity

Economic Connexity Examples would be supply chains that cross the rural ‘boundary’ linking them to 
distant places, and the out-commuting that takes place from rural areas of Europe where counter-
urbanisation has taken place.
Social Connexity The exodus of young people to cities for higher education, and the need for a critical 
mass of population in order to deliver services would be examples in this category. 
Ideas and Innovation Connexity This type of connexity is particular prominent in the Rural Business 
Development theme paper which stresses the importance for businesses to network and cluster, 
including making links with higher education institutions.
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Policy Connexity The connexity discussed in this section is more one way than the relationships 
described above. Policies emanate from world, EU and national sources and impact on the development 
of rural areas.
Environment Connexity is slightly different from the others in this section. Rather than being an extra-
rural /rural relationship, what rural man does to the environment, and how climate change impacts on 
rural areas, is spatially indiscriminate. 

Community-led Local Development, CLLD10

The LEADER approach to  local  development  directed by the community will  gain priority  in the 
implementation of EU development policies. This approach is considered a concrete tool to be used on 
the sub-regional level in addition to other types of development aid. With the help of CLLD:

•  local  communities  can  be  motivated  to  work  out  integrated,  bottom-up  approaches  in 
circumstances where they have to respond to regional and local challenges necessitating structural 
change;
•community  capacities  and  innovation  may  be  improved  (including  social  innovation), 
entrepreneurial activities and a change-accommodating mindset can be motivated;
• Community leadership may be triggered through the increasing of community involvement and the 
improvement of ownership awareness; furthermore
• the institutionalisation of multi-level governance can be promoted for local communities by the 
creation of new structures allowing for area based/regional involvement.11

Since the CLLD is at local level and since it can draw on the resources of all five CSF funds 
(Cohesion Funds ERDF, ESF, EAFRD and EMFF), it is an ideal method for the launch of city-region 
projects that are closely related in terms of development aims, but so far have been financed 
separately.. It is implemented through area-specific local development strategies, relying on the 
resources of several funds, it bears innovation characteristics and promotes networking activities and, 
obviously, cooperation. 

Integrated Territorial Investment (ITI)  

Apart from CLLD, another new tool will be applied for the use of the Cohesion Fund starting 2014. 
The integrated territorial investment (ITI) surpasses traditional administrative borders as it facilitates 
the implementation of an integrated strategy connected to a given area, thus allowing for the use of 
supports originating from the priority axes of one or more operational programme. This provides 
flexibility, on the one hand, and makes the efficient implementation of integrated measures possible 
through a simplified financing, on the other. Any region may be the subject of ITI provided that it has 
certain territorial characteristics that range from city agglomerations to big city, city-region, divisional 
or inter-regional levels and may be realised even in the case of networks composed of small or medium 
size towns or groups of towns - that is, it does not necessarily have to overlap with the area of any 
administrative unit.

10 http://ec.europa.eu/agriculture/cap-post-2013/monitoring-evaluation/workshop-03-
2012/framework_en.pdf 
11  http://ec.europa.eu/regional_policy/sources/docgener/informat/2014/community_hu.pdf 
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Report by the European Commission: rural employment rates, growth and innovation   

The Commission accepted the working document that basically relies on the conclusions of the 
SEGIRA Report (ECORYS, 2010). The report emphasises that the newest force of rural development is 
made up of environmental resources and quality, as well as quality-of-life (QL), including cultural 
capital. The greatest obstacles to development are demographic trends, depopulation particularly 
amongst the younger generations, insufficient or missing infrastructure resulting in bad accessibility, 
low quality/accessibility of broadband infrastructure, low levels of training, knowledge, 
entrepreneurship and innovation and undeveloped social and institutional capital. It makes special 
mention of the so-called counter urbanisation, a new phenomenon associated with rural zones of 
growth “with an economic structure increasingly similar to that of urban areas” (p. 59). As regards the 
KRAFT Index, among the advantages of migration to rural areas a significant phenomenon is the 
growth of human capital and creativity, that is, the in-flow of new ideas, effects and capabilities and 
their palpable invigorating effect on the economy.

Rural development is increasingly facilitated through social networks that had already existed 
before development projects were begun and are likely to outlive them. The success of development 
strategies is in the greater part determined by the local population’s ability to adapt to the external 
circumstances. For endogenous development, which relies on internally available forces, it is 
indispensable both to hold on to local networks, traditions and continuity, and to understand the 
responsiveness to novelties and change. 

The quality-of-life and cultural capital have a strong motivational role partly in the increasing the 
attractivity for highly mobile and quickly adapting entrepreneurs and industrial sectors, partly in 
making the population stay, that is, in increasing the holding power of the given region. While the 
quality of life depends on the standards of education, health and social services, recreation (sports, 
leisure) activities are elements that are also important in the assessment of a region. The distinctive 
good quality of high standard rural life is guaranteed by a good natural setting, the conservation of 
traditions and, increasingly, by their new type of management and the resulting community shaping 
force that tends to build more and more on an increased participation of civil society. Even though the 
distribution of goods is rather uneven between city and region, and the quality of social services is 
usually lower in the rural areas (although not necessarily everywhere), well-kept, well-preserved and 
accessible special cultural (and natural) assets may produce a win-win situation in decisions regarding 
public policies, business and knowledge transfer, according to the report. Appropriately managed 
cultural heritage can be considered a resource that can strengthen social identity and cohesion through 
the creative and cultural industry. 

The SEGIRA Report offers a detailed presentation of the most important, measurable and non-
measurable indicators of economic, human, social, cultural and environmental capital that have a 
defining effect on employment, growth and innovation. It emphasises: the only way development can 
be successful is if the public policy tools are coherent with the complexity and trends of the region. 
Instead of the traditional centre-periphery theory, we have to think within a multi-centred system in 
order to understand the multi-dimensional and inter-related processes characterising the transformation 
of rural areas. This is why a partnership-centred, multi-sector approach should be encouraged.

The Commission’s document clearly points at the negative elements of the bigger picture starting 
from the depopulation of the youth, through the shortcomings of infrastructure, accessibility, connexity, 
innovation and entrepreneurial mindset to the underdeveloped state of social and institutional capital. 
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Segregation has not been stopped in several regions, instead, it has gained momentum, while socio-
economic cohesion decreased making structural deprivation unavoidable. 

In the successful rural areas, from Lapland to Scotland, social contracts, successful “pacts” were 
closed between the private-state spheres and business-business spheres. The Commission’s report states 
very clearly that city-region cooperation, the partnership of the stakeholders of the public and private 
sectors (PPP, public-private partnership), the strengthening of network formation and the creation of 
groups or strings of cities are the best solution. The existing accumulation of social capital varies from 
one historical region to another according to cultural, economic and other features. It is clear that 
strategic governance open to cooperation and capable of integrating long and medium term goals is 
needed on both local/city and regional levels.  

The Commission, therefore, has realised that new tools and approaches are needed, but still 
expects national politics to provide more “encompassing” and “articulate” solutions, even though there 
is no existing programme on the national level that would support local initiatives.   

The Danube Strategy  

The strategy was approved in 2011 and builds on four areas and, within them, on eleven pillars. The 
first strategy (area) is about inter-connecting regions and is based on the three pillars of the 
development: 1) public and goods transportation (by public road, railway, air and water); 2) the 
encouragement of sustainable energy usage; 3) the promotion of human encounters through culture and 
tourism.   

As regards environmental protection, the objectives set are the preservation and restoration of the 
quality of waters; environmental risk management; the conservation of bio-diversity and the quality of 
landscape, air and soil. The development of a knowledge-based society (through research, education 
and information technologies), improving competitiveness of enterprises and the investment in human 
capital and their knowledge all serve the purpose of securing welfare. The strengthening of the macro-
region may be achieved through joint efforts to develop institutional capacities and cooperation and to 
fight problems of security and organised crime. 

There are two nation states responsible for each group of actions in the Danube Strategy, assigned 
by development areas and along pillars. This, however, is a structural hindrance in the creation of 
programmes that are based on synergies.  The new strategy is based on the principle of multi-centred 
organisation, as it not only allows the cooperation of all participating states in a given area, but sets this 
as a pre-condition as well. 

The Territorial Agenda 2020 of the European Union     

Agenda  2020  is  based  on  the  objectives  of  Europe  2020.  Besides  the  identification  of  territorial 
challenges, it defines the territorial priorities of the EU development strategy along with the necessary 
measures to be taken. This is why it may be considered as the most significant framework document for 
the promotion of Europe’s territorial cohesion. Among territorial priorities the following are mentioned: 

• promote polycentric and balanced territorial development; 
• encouraging integrated development in cities, rural and specific regions; 
• territorial integration in cross-border and transnational functional regions; 
• ensuring global competitiveness of the regions based on strong local economies; 
• improving territorial connectivity for individuals, communities and enterprises; 
• managing and connecting ecological, landscape and cultural values of regions. 
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THE KRAFT INDEX  

Creativity in the foreground  
Creativity can be defined in many ways. The term usually refers to the creation of something new that 
never existed before. Creativity includes the re-formulation of traditional components, the discovery 
and synthesis of patterns, connecting objects and ideas that have never been brought together before, all 
of which provides opportunities for solving old and new problems. In the context of economics, 
creativity is a “renewable resource” that constantly improves and invigorates. Instead of saturating the 
market, the competences of creative participants attract new producers and trigger new investments in 
the market (Fonseca 2008).

New possibilities can lead to new frameworks and interpretation.  In our interpretation, creativity 
in the context of cities and regions is not only in Charles Landry’s words, a “tool of change”, but also 
the precondition for long-term sustainability. Creativity acknowledges that the solution to social, 
economic, financial or environmental problems is less and less likely to come externally. Sustainability 
depends on the extent, intensity and exploitation of social, institutional, corporate and individual 
creativity and self-reliance.

Creativity, in the social and economic context, lies in the identification and efficient re-grouping 
of existing possibilities and conditions, and their new contextualization.

Cities are usually stable as regards their infrastructure (hard factors). Today, human creativity is 
the most variable aspect that can be modified and, therefore, deserves the most attention. This includes 
the creation of new ideas and the introduction of new applications in structures that yield returns.  
According to recent analyses, the creation, accumulation and spread of new knowledge will be the 
most important challenge or driving force of the coming decades. The most important precondition for 
the flow of knowledge is accessibility.

Identification and 
measuring of the 
creative workforce
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In the area of competitiveness, cities and regions are subjected to more and more pressure. In Benjamin 
Barber’s words, cities are working out solutions for problems that nation states cannot or will not 
solve.12  The ESPON 6 study (Creative Workforce 2012) also supports the basic tenet that in the 21st 
century, creativity and the creative workforce have been revalorized against physical or the routine task 
workforce. In 2008, 7% of the EU workforce,  19 million people, were considered creative. In the 
previous 7 years, the proportion of the creative workforce grew three times as fast as that of the 
traditional workforce. The creative workforce that is only latently present in cities and groups of cities 
can be clearly observed in Dutch city networks, for example,13 but it is also covertly present in Central 
European small and medium size towns. 

The main question is whether cities, groups of cities or strings of cities (and their regional - 
agglomeration environment) are capable of offering appealing living and working conditions. This 
includes attractive built heritage, diverse neighbourhoods, cultural diversity and easy access to nature, 
or at least an optimal combination of the above features.

Thanks to Richard Florida’s popular work, the notion of creative class has become widely 
accepted in the professional literature. Normally listed in this category are researchers, scientists, 
engineers, architects, fashion designers and those employed in the fields of education, the arts and 
entertainment (Florida, 2002). In a broader interpretation, trained professionals working in the areas of 
business, finance, law, education and health can also be considered as part of the creative workforce. 
This creative core can be differentiated from a broader definition that includes those engaged in life, 
natural or engineering sciences, lawyers, economists, social scientists, artists, atheletes, religious and 
cultural leaders. More important than the number of university graduates or creative employers in a 
region, is the proportional presence of the creative core that improves the development of a sub-region  
(Lengyel and Ságvári 2009).

It is typical of the creative workforce that it seeks out creative work/employment opportunities 
and stimulates the economy, while it also strengthens cohesion to which regions and cities can 
significantly contribute. The strengthening of cohesion is especially important today in the context of 
persistent and deepening crises and insecurity. Creativity and sustainability, therefore, can be connected 
in a thousand ways. The KRAFT Index is capable of demonstrating these new and extremely important 
phenomena by assessing the existence and intensity of the creative and cultural workforce, the number 
of those employed in the creative sectors and also by the extent to which culture and creativity are 
embedded in regional local economies.

The creation of a creative environment
There are two important factors in the formation of a creative environment:

1) New Knowledge. The existence of centres and institutions of knowledge that provide the basis 
for knowledge creation and transfer. Their vicinity and inter-connection (with each other and 
with third parties) in a given region is also of defining importance.

12  Barber 2013. 
13  See the case study of the Randstad Region (Holland) in Appendix 3.
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2) Creative space. The interaction of creative minds, that is, the infrastructure for the knowledge-
flow and the creation of a milieu of innovation. The efficiency of the knowledge-flow is 
multiplied when sustainably is coupled with high-tech infrastructure (M. Castells). 

It is commonly believed that regional growth is defined by the attractivity or appeal of the area, 
its ability to keep and accommodate the available workforce and industrial sectors. At the same time, 
the capability of a given area to attract the creative class and high-tech industries can be traced back to 
the tolerance levels of the workforce and to the diversity of the available services in the region (Florida 
et al. 2008).  

The existence of individuals, groups and institutions with the capability to accumulate new 
knowledge and knowledge capital at the city or regional level is crucial to the successful application of 
an integrative development strategy for creativity and sustainability. The archaic big universities do not 
necessarily (or not automatically) provide the framework for creativity and innovation; and there are 
already signs of an evolving, new type of university that here we term “the future university” discussed 
later in point 5.

Systems and network approach
The KRAFT Index adapts the principle of polycentric urban and rural development to regional 
measures, where synergy is defined by cooperation and complementarity. The key mechanism of 
innovation and knowledge infrastructure development is the so-called triple helix or triple twist model. 

Governments, research institutes and company stakeholders cooperate in new types of 
partnership to provide the pre-conditions for regional competitiveness and multi-lateral innovation. The 
network of open, co-operating and interdisciplinary educational and research institutes may serve as the 
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institutional core environment that mediates between practical and theoretical knowledge and exerts a 
multiplier effect in the region. 

Besides cluster and network formation, an increasing number of initiatives develop to respond to 
the R&D&I needs of enterprises.  In Hungary, for example, the purpose of the Pannon Development 
Foundation (Pannon Fejlesztési Alapítvány) is to facilitate the economic development of the Western 
Transdanubian region by improving research and development and the intensity of knowledge and 
information sharing between economic stakeholders by strengthening networks of cooperation. In 2010 
the Technological Centre was established in strategic cooperation with the Mechanical and 
Mechatronics Institute of the University of Western Hungary. It provides R&D and technical services in 
the area of machine and instruments development, automatisation mechatronics, industrial technologies 
of machine manufacture and renewable energies. Their management model, which is the realisation of 
the triple helix model, is illustrated by the diagram below.
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Dr. András Háry – Péter Paróczai: Technological Centre 2012 
(introductory presentation of the development project)

The integration of local initiatives into long-term development strategies may create synergies 
between the different sectors. This “learning institution”, still in the evolutionary stage and 
fundamentally different from the Humboldt model, is based on the networking principle and is 
commonly called “the future university” (Miszlivetz 2009).  

The future university: social creativity, social-institutional innovators  
The current university structures and mechanisms inhibit creativity and do not contribute to the 
application of knowledge in practice. The future university should not only expand knowledge broadly, 
but create new knowledge and its practical application. New knowledge and latent creativity emerge 
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liberated potential in a restructured, coordinated environment that reflects a new institutional 
philosophy; but this alone is not enough.

The future university cannot evolve supported by one party alone, e.g. economic stakeholders. 
It has to be open towards civil society, the business sector, professional organisations, local 
governments, and, most importantly, towards other universities and institutions of education. It operates 
on the networking principle instead of representing individual interests. The future university is a 
university of networks and develops new types of cooperation and relationships. The principle of flow 
becomes important, not only in its external connections, but also among professors and students. 
Participants should be able to respond to questions posed by crises and the transformational trends of 
the 21st century: from global warming to problems of sustainable development and the creation of a 
supra-national democracy and global governance. Perhaps the most significant factor is the self-
organisation of students, the activity of democratically elected student self-governments, the energies, 
activity, cooperation and vision of a future of autonomous specialized institutions that have been 
pushed into the background for the past two decades of the transition.  

New centres of knowledge creation, like the future university, require the maintenance of 
interconnections and regional infrastructures to support knowledge-based production systems. These 
centres of new knowledge attract knowledge and exert influence on the general attractivity of a region 
and its potential to keep and act as a magnet for the workforce. The future university, with its diversity, 
openness, learning capacity and intense networks serves as the brain of the Creative City - Sustainable 
Region. The novelty and institutional innovation it supports and develops find expression in the flow 
and hybridisation of its participants. Some roles may overlap: the state and local governments behave 
like entrepreneurs, while companies begin to integrate into the structures of universities. Universities 
become part of the planning processes and the setting of strategic goals, and their activities get more 
and more interwoven with corporate and government activities. (Of course, this is not a universal 
tendency, and can be considered more of an alternative to the present conditions.)
The New Role of Cities
The significance of cities has dramatically changed in the past decades: their role has been revalorized 
in comparison to the nation states. They have become “real” places where important things happen and 
significant changes are initiated. Many of them are well aware of this, too. 

As entities in their own right (biotopes) cities have become the focus of attention, since their 
unlimited expansion has produced new problems and compounded old ones. On the one hand, they 
have become uncontrollable concrete jungles and danger zones in terms of human security. On the 
other hand cities channel social, economic, and cultural creativity and energy. City alliances and 
networks represent enormous lobbying interests and economic potential. It is not an exaggeration to say 
that after the great era of nation states, the 21st century is going to be the heyday of cities. 

As previously mentioned, in the world rapid change triggered by global competition, crises and 
interdependence, the importance of creativity and the capacity to implement new, innovative ideas has 
increased. As opposed to volume, expansion and size, quality has gained attention, e.g., the quality of 
water, air, the environment, gastronomy, recreation - the quality of life. Even at the workplace, well-
being has gained prominence and is ranked along with efficiency and precision.
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Cities need to perform and inform at the global level, as well, in order to beeter manage and 
mitigate increased global competition. Therefore, important efforsts need to be made by small and 
medium size towns to appear on the “global radar screen” (Landry 2006). Along with towns and cities, 
the role of their leaders and leadership methods are also important, as the American political scientist 
Benjamin Barber (2013) suggests in his book  If Mayors Ruled the World.

Features like appropriate infrastructure, good transport lines, well-managed buildings and streets, 
renovated architectural heritage are indispensable, but not sufficient conditions to increase the appeal 
and magnet pull of cities. Leaders of creative cities need to regularly  pose Charles Landry’s question: 
“What are the conditions my city can provide to its population and institutions in order for them to use 
their imagination and think, plan and act in a way to be of service also for their city while overcoming 
the waves of change” (Landry 2000, p. xvii).

There is a current global trend to value culture, “soft” values and intangible factors over “hard” 
indices (tangible, economic and material factors) that informed the past half a century. Even though 
new trends are emerging, and a new perspective is being formed, only a few leading urban bodies and 
communities understand that culture and cultural heritage are “capital” from which economic power 
develops. More precisely, success that is sustainable can be attained through understanding the link 
between “soft” and “hard” factors. The relationship between the two is not one-sided, but mutually 
determined and interdependent. Culture and its “soft” aspects have gained in significance. This is why 
there is further need for research done with this approach and for assessments and comparisons that can 
validate or modify initial hypotheses. Culture, when understood in a complex sense, becomes 
increasingly a defining factor for the economy; while the effect of the economy on culture appears 
valid only with limitations. 

One of the most important conclusions of literature dealing with commercial-economic 
networks is that rural areas have at least the same measure of relationships with remote regions as with 
adjacent cities. These relationships form the key to the successful development of the New Rural 
Economy (NRE). In the process of accelerated global interconnection, therefore, cities are becoming 
strategic places, nodes of communication and culture, where their attractive force depends on their 
creativity, its expressions and management.

“Soft” factors to the foreground 
The acceptance and realisation of development concepts based on “soft” characteristics can be 
promoted by the establishment of long-term strategic governance, the strengthening of social and 
institutional capital, the formation of local/sub-regional new PPP-s and networks, by creative 
bureaucracy, infrastructural projects and by supporting ICT development. Only through a better 
understanding of “soft” factors and their inclusion in indices and calculations along with hard factors, 
will projects and technical developments be sustainably realised.  The joint analysis and measurement 
of both are of crucial importance.

This is why the measurement soft factors is of primary importance: KRAFT aims to do this in 
combination with hard factors. This is what provides the core significance and novelty of KRAFT. 
KRAFT models the sustainability and attractivity of cities and regions and involves many stakeholders: 
“What would the city or region need to attract and keep a creative population?” If neither the market 
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nor the state can accomplish the necessary tasks then involved stakeholders need to take their own 
steps. 

While the creative workforce is in decline in the industrial zones of the European Centre 
(Germany, Northern France), peripheral regions (Corsica, Madeira, Sardinia, the Balearic Islands, 
Transylvania, the Banat, Western Transdanubia, for example) that have been urbanised could easily 
compete by increasing the proportion of the creative workforce and industry. Creative employment may 
contribute to the balancing out of other regional deficiencies. Some economically less developed 
regions and agglomeration economies have the potential to produce significant employment and other 
type of growth, thus strengthening cohesion and balance as well.

A new type of mobilisation of regional capital
Without a new contextual approach and understanding of cities and regions, a creative workforce cannot 
be activated.  This potential, that is most of the time present in latent form, awaits new frameworks and 
strategies. These, however, cannot be realised without thinking in new ways with new paradigms like 
development policies based on different approaches and ways of thinking. Without the appropriate 
institutional frameworks, new management structures, networking and a co-operational mindset, potential 
creativity may be submerged and lost in the dust of withering greenfield projects and policies based on 
market fundamentalism.

It is a generally accepted thesis that R&D enterprises lead to increasing productivity when 
coupled with knowledge capital and learning processes. There are, however, consistent differences 
between knowledge input and economic output in the case of different socio-geographic units. This is 
where “regional capital”, cognitive elements play a strategic role in mediating between the creation of 
knowledge and regional growth.   

The most recent experiences in regional development make it clear that the development of 
regional units, based on nation state administrative borders, do not yield success, just as the mechanical 
geographic grouping of economic activities has proved futile.  The solution may be to shift the 
approach proposed and represented here by KRAFT that considers regional development in all its 
complexity (economic, social, cultural). This complex and dynamic approach is based on the 
recognition that all regional development projects need to be simultaneously considered as products of 
the past, present and future relationships. In order to create appropriate development concepts, regional 
capital needs to be  fully analyzed with the new methodology described here. 
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Vehicle Industrial and Mechatronics Centre, cooperation proposal (Paróczai, handscript, 2011)
Regional capital includes both the tangible and non-tangible elements of capital in the given area. 

The notion of regional capital is interpreted dynamically. It cannot be separated from the analytic 
competences of those who improve the competitiveness of the region, therefore, it can only be 
interpreted in connection with the concept of development projects. 

Environmental and human capital are not usually taken into account statistically. Together, 
however, they form the distinguishing characteristics of a given region. Given the nature of these types 
of capital, their total value may increase or decrease.

In certain cases, for example, the restoration of deteriorating built or natural heritage may result 
in sudden growth, while their final demise may thrust the region into complete insignificance. For cities 
this means making and maintaining an appearance on the “global radar” screen.  

The dynamism of regional capital is also derived from the fact that it depends on the changes of 
the population’s image of the future. This is also valid for the integrated city-region approach proposed 
here. The following questions need to be addressed not only by cities, but also by regions and rural 
areas that surround them: What direction should we take as we move forward? Which strategy can best 
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and  most effectively identify and highlight the distinguishing features of the region? What is our 
specialty that makes us different from all others?

This approach may evoke the accusation of thinking normatively and, indeed, imagination plays 
an integral role in the regional development process. This means “betting on the future” which acts like 
a catalyst for positive change. 

COMPONENTS AND METHODOLOGY OF THE KRAFT INDEX 

Terminology of the KRAFT Index 
Partly because of the changed content values and the novelty of the terms themselves, the terminology 
employed in the KRAFT methodology are challenging even for experts in the field. In order to avoid 
misunderstanding, a short summary of the most important terms.

Economies of agglomeration (external economy of volume): companies that are located close to each 
other may cut their expenses and obtain other types of benefit (for example through a shared 
workforce). It is generally acknowledged that companies located close to areas of lively economy 
(cities, for example) tend to benefit from the economies of agglomeration as opposed to rural 
enterprises that lack these environmental advantages.    

Embeddedness: Some companies work out a thick network of connections in the region of their site. 
These connections may appear through economic transactions or through other social and informal 
interactions.

Counter-urbanisation: Migration from the cities to the countryside (mainly due to lifestyle changes); 
the opposite of urbanisation.

Human capital: The extent of added value created by a person who has attained knowledge or skills 
that are useful for themselves or their employer, including their health and motivation.

Innovative milieu: Dynamic groups of companies suited to the local context that are accompanied by 
connecting support institutions, governance, employment market, entrepreneurial culture and social 
capital. In theory, innovative milieu is an organic and complete unit that triggers innovation and an 
entrepreneurial mindset.

Connection space: This term suggests that in defining the value of connections, geographical distance 
is increasingly ruled out by the strength of connections and the extent of shared interests between two 
or more points.

Connexity: This covers the sense of the growing force of connections reaching beyond geographical 
borders embracing multiple areas of life (work, shopping, free time and relaxation; business and 
economic activities, governance etc.).  

Connectivity: The infrastructural accessibility of a locality. The EIU Liveability Index measures 
connectivity by using - in addition to the quality of public transportation and international (railway) 
connections - the number of cities accessible by air and flight frequency.
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Environmental/natural capital: The sum of a number of factors that includes natural resources (e.g., 
landscape, natural sources of energy) used as products or services (e.g., tourism or sport), and the costs 
of environmental management, pollution, traffic jams, etc. 

Creative workforce: Creative leaders (legislators, MPs, CEOs, top managers of national or relevant 
organisations, elected boards of local governments and directors of administration, directors of 
economic affairs, budgetary authorities); creative experts who take responsibility for their own work 
that crystallizes their creativity by putting it into practise (production managers, directors of small scale 
organisations, teachers); the creative core (people engaged in natural and engineering sciences, lawyers, 
economists, social scientists, artists, professional athletes, religious and cultural leaders, university 
instructors) all belong here.

Cultural capital:  Shared values, traditions, community self-images that shape everyday activities and 
define and shape our world view that can be connected to a certain location (historical region, city).  
Cultural capital is composed of a number of defining elements, a.o., the environment, local identity 
stemming from cultural heritage, and civic participation.

Ecological modernisation: This describes the situation where agricultural policies create a “win-win” 
situation, producing profit from both environmental protection and income.

Political capita: The capability of the community and its leaders to exert their influence on the 
distribution and use of goods on the different levels of decision making.

Productivist and post-productivist: Styles in the politics of agronomy and agriculture. Productivist 
agriculture aims at maximizing the quantities of food and crops by increasing technological efficiency 
and economic competitiveness. Post-productivist agriculture has further aims; among them, 
environmental protection, regional public goods, diversification, cultural and communal profit.

Social capital: This derives from the connections between individuals and the resulting social network 
and reciprocity. According to Putman, social capital is the economic value of a given society’s capital 
based on trust, norms and personal networks. 

Area capital: This includes the treasures and properties of a given region - the landscape, cultural 
heritage, locally present skills, talent, knowledge, customs, traditions, the material culture of everyday 
life, the economic strength and social holding force of personal relationships and networks. 

Sprawl: The expansion of cities is a threat to sustainable regional development. It makes social services 
more expensive and difficult to sustain; it accelerates the exploitation of natural resources; it decreases 
the quality of public transport services and it increases traffic inside and around cities.

New Rural Economy: This term is used to reflect the sum of structural changes and diversification that 
spreads primary, secondary and tertiary industrial activities, among them, high tech industry and 
services. 

New Rural Paradigm: The communication of OECD on the necessary realisation of rural development. 
It is a merger of a number of existing ideas within a single, integrated framework, e.g., areal focus, neo-
endogenous development, implementation partnership. 
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KRAFT-potentials

From the terminology discussed above, it can be clearly demonstrated that the KRAFT Index 
summarises the opportunities of a given region comprised of cities and rural areas without the 
limitations of administrative borders. It aims to improve the economy through shared strategic goals, 
taking the life quality of inhabitants and sustainability into consideration. The use of the terms 
opportunities or potentials suggest that the index does not aim to characterise a state or current 
condition. In fact, it does not depict either the past or the present, but is directed at the future. Instead of 
providing a diagnosis, it examines processes and tendencies and trends.

1. Creativity and Innovation Potential

As a first step, taking creative development and innovation into consideration, it analyses the existing 
and tangible features - some of which may be improved. This potential is measured through eight 
factors. Apart from the creativity potential of social values, the presence and potential of a creative 
workforce and industry are also examined. Education and the Future University, help to identify the 
human capital and the more efficient exploitation of R&D. The potential for creativity is highlighted 
through the assessment of life quality and cultural, built and natural heritage.  

Characteristics of social creativity:  openness; entrepreneurial mindset; risk-taking mindset.

Creative Workforce, its:  volume and proportion, tendencies of change, attracting force for the creative 
class; embeddedness in the regional-based economy.

Creative Industry, its: proportion; sectoral tendencies.

Training and Education, their: quality; availability; talent pools.

The “Future University” Potential: openness of research centres and universities; “learning university” 
features; accumulation of new knowledge (patents); knowledge capital attraction
Management of (UNESCO) cultural, built and natural heritage (economic and social uses, e.g. number 
of visitors).

Quality of life (well-being): cultural life; quality tourism (historical, conference, gastronomic, wellness, 
recreational); recreational opportunities (their connexity with work and life conditions)

Creativity potential of work: working conditions; flexible work hours, work from home.

2. Social Capital, Network Potential 
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Since almost all analyses emphasise the significance of social networks along with creativity among the 
tools for crisis management and development, KRAFT measures network potential and social capital. 
The most important pre-conditions for these are information technology, infrastructure providing 
accessibility and the existing institutions of networks. Factors of connexity and connectivity definitely 
have to be examined in order to be able to assess the extent of network formation and thickness. At the 
same time, network formation is determined  (encouraged or obstructed) by the value and customary 
order of society, the openness of civil society and the level of public trust, therefore, these factors have 
also been included in the index.In this part, the extent, intensity, character and quality of social capital 
and network potential are summarised.  
ICT potential:  ICT coverage; broadband access (area covered by min. 30 Mb/s broadband network); 
ICT culture (extent, time and quality of use); digitalisation grade of institutions (museums, centres of 
culture, tourism and leisure); e-governance, the physical and electronic connexity of the group of cities 
or unit composed by a city and rural areas, and uninterrupted and easy, multi-lingual accessibility of 
related necessary information.

Physical infrastructure, accessibility (from the aspect of neighbouring regions and the macro-region): 
public roads, freeways; tourism, free time, railway (service frequency, harmonisation and digitalisation 
of timetables); airports (flight frequency, number of destinations).

 
Institutions:  associations of knowledge; clusters; R&D transfer agencies; agglomeration and district-
based (small regional) economies; new PPP (its fora, long term goals, new frames and language of 
cooperation, synergies); special policies encouraging networking (city-regional cooperation, PPP, 
encouraging the formation of groups of cities).

Connexity (network factor, e.g. the number of co-operational projects of enterprises and research 
institutes). 

Connectivity, the thickness of external connections (external networking).

Value order, customs (social and cultural capital): competitive mindset, aiming to stand out; aiming to 
reach consensus among stakeholders; “win-win” approach (mini social contracts, re-definition of the 
common good); spread and judgement of corruption; the thickness, dynamics and interwoven nature of 
social, economic and cultural networks; space gained by non-civil, anti-civil society (their acceptance 
or refusal as one of the criteria of sustainability).

Civil society potential: civil organisational participation, membership (per thousand inhabitants); 
volunteerism; pro-activity, public life activity; the extent of private donations; the number of active 
civil organisations/ngo-s (per thousand inhabitants).
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Public trust: towards governments, parties, institutions; in business relations; trust in civil organisations 
/ ngo-s present inside society; common judgement of immigrants, “strangers” (prejudices/exclusion, 
tolerance).

3. Sustainability Potential

Thirdly, it is unavoidable to consider complex planning and the chances for sustaining processes so 
future generations can inherit a sustainable good life and well-being. Important pillars of social 
sustainability potential include environmental sustainability, demographic and community 
sustainability, and also economic sustainability. As regards the latter, economic policy planning 
departing from current trends and analyses will be assessed.
Environmental Protection (based on the data of the European Green City Index): carbon dioxide 
reducing strategy; use of renewable energy; promotion of green transport, efforts to reduce traffic; 
water management policies; waste management policies, green areas and expansion policies; air 
pollution policies; green action policies, green management, social participation.

Demography:   migration  (exodus,  immigration);  handling  of  demographic  challenges  (strategy  for 
making youth stay, aging society).

Community Development: support for civil initiatives (by local governments and companies); 
governmental - social co-operations (“partnerships”); corporate-social co-perations/initiatives (CSR).

Economic Policy:  efforts for the diversification of the structure of the economy; setting of strategic 
industrial sectors; the character of agricultural policy.

Bureaucracy and Administration: flexibility; openness; creativity.
 

Charm and appeal of the region:  city and region image; regional marketing (volume of expenses).

POSSIBLE APPLICATIONS OF KRAFT
The integrated KRAFT Index may be applied by many urban and regional development strategy 
stakeholders. The following stakeholders may especially benefit from this new measurement and 
comparison tool. 
Companies of the private sector. Companies that: want to enhance their knowledge intensity and 
increasingly base their future on the creative workforce; trainings providing complex knowledge and 
are characterised by a cluster type of cooperation; are open and willing to work for the harmonisation 
of their own (urban or regional) site’s development strategies and their corporate investment and 
development strategies; are open to launching a new, mutuality-based PPP and the necessary dialogue 
between stakeholders.
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Local Governments. Local governments that: want to appear on the “global radar screen”;  want to co-
operate with their partners on the basis of mutuality, and therefore aim to introduce and apply 
professional management; open, client-oriented, creative administration and flexible, client-friendly 
bureaucracy; are able to form a group with neighbouring cities/towns and to put the principle of 
cooperation and complementarity into practise instead of competition at all costs; are willing to 
establish efficient coalitions and networks with more distant cities/towns;  are willing to expand the 
conditions of urbanity and their own brand, “light” institutions and services to their area of attraction 
(small region, district etc.);  recognise the potential economic power, the social use and political weight 
of culture and cultural heritage; are willing to support initiatives of innovation based on the city-region 
concept and to expand their creativity and the relevant capacities to multiply its effects.
Centres of knowledge, universities, research institutions. Training and research institutions: where 
creative, interdisciplinary workshops considered as the seeds of the Future University, as well as 
theoretical and empirical research are connected to practice-oriented R&D&I projects; where, during 
the compilation and preparation of initial and further training programmes the changing demands and 
needs of economic and governmental partners are considered; that, apart from satisfying local and 
regional demands for knowledge creation and its dissemination, are able to join in the work of 
international, global centres of excellence.
National and EU-level planners and decision makers. Those that: have it in their interest to mobilise 
so far repressed creativity and strengthen sustainability and competitiveness;  have it as their goal to 
decrease inequality in order to increase socio-economic cohesion.

The Ministry for National Economy (NGM) and the Office of National Economic Planning 
(NTH) are currently in the process of preparing the plans for the 2014-2020 period of the National 
Development Concept (OFK) and the National Area Development Concept (OTK). From the already 
published documents (NGM, 2012) it is clear that all four broad development objectives (value 
creation, employment providing economy and growth; demographic turn, healthy and renewable 
society; sustainable use of natural resources, conservation of values; sustainable area structure based on 
regional potentials) are closely connected to the values and development potentials reflected by the 
KRAFT Index, and especially to the goal of value creation and growth based on creative skills, 
knowledge capital and knowledge resources (see Appendix no. 6). Therefore, KRAFT will be 
applicable as a tool in national development policy planning and governance.

The proposed system of indicators may contribute significantly to the successful application and 
assessment of the new European Union legal tool, the European Grouping of Territorial Cooperation 
(EGTC). Hungary has already provided a good example with its introduction, and in the creation of the 
regulatory environment for it to many European member states.14 EGTC can serve as a guarantee for 
the successful realisation of projects applied for in a cross-border cooperation and for the sustainability 
of already launched projects, since its legal regulations cannot be over-written by national legislation. 
Another important advantage is that it harmonises and balances the objectives and interests of 
economic, social and governance stakeholders operating on the two sides of the border. Therefore, 

14  Source: Brodorits, Z. et al. 2011.  The figure of the EGTC related to the Danube Region can be found in 
Appendix no. 7.
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whenever applying the KRAFT Index, the opportunities generated by EGTC are also worth taking into 
account.

Summary and conclusions

The creativity of the city, when coupled with the sustainability of the region may result in the 
realisation of a new paradigm. In this new context, the regional milieu becomes the accommodating 
and inspirational context for regional-agglomeration economies. Social capital plays a decisive role in 
the practical realisation of the rural-urban paradigm. According to this approach, the urban and rural 
spaces create a single continuum and cannot be interpreted separately.

The quality of relationships and connections, the thickness and dynamics of networks are 
crucial for successful development: indeed, these factors are more important today than physical 
distance or administrative legal boundaries. With the evolution of the network-society, “connection 
spaces” were born and connectivity gained new significance. Connexity is the compact expression in 
professional literature that stands for these new developments and phenomena.

The innovative features of the KRAFT Index
The innovative significance of the KRAFT Index can be understood from a number of features.
Emphasis on “soft factors”: In contrast to the indices in use today, KRAFT places the emphasis on 
“soft”  or  “intangible”,  “non-material”  factors  and  characteristics.  This  approach  -  by  highlighting 
human capital and values hidden in society - reveals potential development opportunities and economic 
dynamics of regions interpreted as incorporating cities in a new, complex and wider perspective. 

Connecting creativity and sustainability:  Another shift  in emphasis stresses the “increase” in scale, 
materials or economy of certain stakeholders (cities, companies, universities etc.) that are expressed in 
numbers. The focus of attention is moved to quality,  well-being,  cooperation, and the creation and 
exploitation of synergies. In other words, creativity is necessary not only to make more profit, bigger 
universities or economically stronger cities, but mainly in order to sustain and fortify social, economic 
and cultural cohesion. 

  
Integrative approach to groups of cities and city-region clusters: The novelty of the KRAFT Index lies 
in its integrative approach. At its centre lies the city-city and city-region type of regional cooperation, 
mutual reliance and inter-dependency. This approach has so far not figured in the methodology of 
commonly used comparisons and assessments. The innovation that is realised through its introduction 
and application offers a new tool to the business/corporate,  the local governmental/governance and 
social/cultural/scientific sectors in order to shape and direct more complex processes in accordance 
with shared interests and appropriate for crisis management. 

A new PPP: In the KRAFT concept, outstanding importance is given to a new type of cooperation 
between the stakeholders of socio-economic processes. This new type of public-private partnership 
(PPP)  presupposes  cooperation  along mutually  recognised  shared  interests  already in  the  planning 
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phase of projects. In this  approach the emphasis shifts from short-term turnover or political-public 
“success” to long-term planning, and from the one-man show type of strategies to the “win-win” type. 

 
Instead of  status  review,  the  analysis  of  processes:  The  KRAFT Index also measures  new trends, 
processes, evolving relationships, network formations in the areas of business, academia, research, civil 
society and across borders. 

KRAFT, therefore, is a system for comparison, representing a new range of interpretation, that 
helps in the assessment of regional or sub-regional “human capital”, “assets”, social capital and 
networking range and potential. In this way, it offers a novel type of comparison in the area of 
stakeholders’ dedication, collaborative dialogue, cooperation and bottom-up integration.

The KRAFT Index reflects the interests of major stakeholders, among them, local governments. 
It points to areas of a given region (group of cities, city-and-region cluster) where further development 
is possible as far as creativity, networking and sustainability are concerned. Decision makers in the 
corporate, governmental, research or public policies areas can thus act in a duly-substantiated way 
when they choose or change their strategies. The KRAFT Index is, of course, no magic potion, only the 
projection of a new approach in line with a new era and a new way of thinking. In the area of urban 
planning and regional development it helps to better understand complex processes and to take manage 
them more efficiently. At the same time, it enhances a more thorough understanding of different 
stakeholders’ points of view. It also provides a more inclusive and complex basis for the successful 
implementation of macro-regional strategies, development projects and investments.
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