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Preface

This book emanates from the COHSMO research project “Inequality,
Urbanization and Territorial Cohesion: Developing the European Social Model
of Economic Growth and Democratic Capacity” funded by Horizon 2020 Grant
[no. 727058] implemented in the period 2018-2021.! The project addresses
social inequalities and socio-economic differences between neighborhoods,
cities and regions across European countries (Poland, Greece, Austria, UK,
Denmark, Italy, Lithuania). It focuses on a public investment approach and
the role of social policies in delivering economic growth and better quality of
life implemented by employing multi-layered and multi-scaled governance
forms, tools, and mechanisms. COHSMO pointed to the relevance of a terri-
torial perspective in forming place-driven policies. The project asks whether
“place” matters in implementing a social investment policy framework at terri-
torial level? One of the main achievements of our project includes the develop-
ment and conceptualization of a European Social Model. The model proposes
solutions for a more cohesive European countries considering the impact of
territorial inequalities and importance of life chances, community participation
and complementarity within a social investment policy paradigm. Our research,
among other sub-questions, was designed to detect the importance of localities
in designing a variety of welfare and economic growth policy tools for sustain-
able territorial development in different context and regions. Will a shift towards
social investment policy be an efficient perspective to counteract rising spatial
differences in various administrative systems, welfare traditions, and contexts?
Is it necessary to recognize the emerging policy concepts that should underline
the importance of governance, institutional complementarity, and provision of
services? And finally, how is social-economic equity and well-being at different
local, regional, and state levels promoted? Each chapter of this book benefitted
from the outcomes of the academic cooperation in this long-term project that
employs both qualitative and quantitative research methodological approaches?.

1 More information on the research project is available here: https://www.cohsmo.
aau.dk/.

2 The chapters of this book are based on the material from COHSMO project reports
(D.2.2,,D..4.4.,D.4.6.;D.5.1.,D.5.2, D.5.3 deliverables), available online: https://cordis.
europa.eu/project/id/727058/results.


https://www.cohsmo.aau.dk/.
https://www.cohsmo.aau.dk/.
https://cordis.europa.eu/project/id/727058/results
https://cordis.europa.eu/project/id/727058/results

6 Preface

We would like to thank all consortium members from Austria (Vienna uni-
versity), Italy (Milano Politechnico), Poland (Warsaw University), the United
Kingdom (Bristol University), Greece (Harokopio University) and Denmark
(Aalborg university) for their effective teamwork and inspirational insights that
encouraged us to develop the idea of publishing this book. The book would
not have been published without continuous administrative support from the
Aalborg university team that was responsible for the overall project administra-
tion and supervision. We would also like to take the opportunity to acknowl-
edge the contributions of all national teams, early-stage researchers, doctoral
students, and post-docs who tackled the extensive field work. The rich and fasci-
nating empirical data invaluably feeds the theoretical and empirical assumptions.
International collaboration is always a challenge for researchers from a variety
of scientific fields that are trying to combine different views, expectations, and
insights. We have been privileged to work with the team leaders Rob Atkinson,
Yuri Kazepov, Costanzo Ranci, Anja Jergensen, Hans Thor Andersen, Pawel
Swianiewicz, Carolina Pacchi and many others not mentioned in this person-
alized list, without whose extensive expertise and commitment the vision of
this book would not have been possible for our Lithuanian team. Our young
colleagues, both doctoral students and post-doc researchers, contributed sub-
stantially, conducting field research, utilizing empirical skills, and exerting con-
siderable efforts in interviewing people from local authorities, business, and
local communities. Similarly, we are grateful for the reviewers for their construc-
tive feedback and academic guidance through the jungles of territorial policies
and multi-scale governance.
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Jurga Bucaiteé-Vilkeé

Introduction. Challenging territorial
inequalities and social investment policies.
Book scope and content

Fuzzy concepts: Territorial differences, territorial cohesion, and
social investment policy turn

In 2013 the EU launched the Social Investment Package for Growth and Social
Cohesion (European Commission, 2013) to underline the importance of wel-
fare reform policies and respond to growing social, economic, and technological
risks in the turn towards expanding social investment policies. Together with the
historical Lisbon Agenda (2000), this was a political call to convert Europe into
the “most competitive and dynamic knowledge-based economy in the world,
capable of sustainable economic growth and more and better jobs and greater
social cohesion” (European Council, 2005) and became an indivisible part of
reforming national European welfare policies. In academic debate, and in the
light of an urgent need for welfare reforms, the emergence of a European Social
Model became a background for a re-conceptualization of the role of state and
market allocation mechanisms. Social investment as a paradigm was well devel-
oped in the academic discussions elaborated by Vandenbroucke, Vleminckx,
2011, Morel et al. (2012), and Hemerijck (2014, 2017) and many more. The
determination to overcome the byproducts of demographic change; growing
social disparities, the need for sustainable economic growth and increasing labor
productivity, has redirected most European countries towards welfare moderni-
zation. There is strong empirical evidence that social investment has significantly
modified national welfare systems, especially in fostering labor force participa-
tion, in revising social spendings, fostering the dual family earner model, and
expansion of public services (Nolan, 2013; Hemerijck, 2014, 2017). Further aca-
demic arguments emphasize social investment as a political platform to recon-
sider social spending and its economic effectiveness. The main question here
is whether social spending is constructed as a welfare investment that eventu-
ally results in higher economic performance, labor productivity and increased
human capacities, or treated as simply economic expenses (Morel et al., 2012).
In this book we adhere to the idea that social investment reflects the turn-
around in conceptual and analytical policy frameworks that effectively relate
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social risks and policy responses. Therefore, mobilization and governance
structure are important to enable welfare policy implementation (Hall, 1993).
Scholars underline the multidimensionality of the social investment perspective
that effectively contributes to growth and social inclusion. In addition, the social
investment paradigm includes a complex policy mix across different fields, for
example, labor market, education, social benefits transfer systems, parenting and
tamily services, elderly care, and gender policies (Heckman, 2006; Solga, 2014;
Schindler et al., 2015; Garritzmann et al., 2018 and many others). Hemerijck
(2017) based on his long-term commitment to welfare state analysis, summarizes
social investment as effecting considerable interventions in three “productive”
policy functions: (1) “raising the quality of the ‘stock’ of human capital and capa-
bilities over the life-course; (2) easing the flow’ of contemporary labor-market
and life-course transitions; and (3) maintaining strong minimum-income uni-
versal safety nets as income protection and economic stabilization ‘buffers’ in
ageing societies” (Hemerijck, 2017, p. 19). The importance of strengthening
skills and competencies, enhancing productivity over the course of a lifetime,
efficiently allocating labor resources and securing income protection and eco-
nomic stability, define the core of the social investment paradigm (Hemerijck &
Vandenbroucke, 2012; Hemerijck, 2014, 2015). What is important for this book
is the need for institutional complementaries that are associated with different
policy provisions that complement each other. Referring to Hemerijck (2017),
isolated social investment policy innovations do not achieve a positive effect if
not provided as policy synergy. On the contrary, social investment tools without
a systematic approach risk becoming counterproductive and costly, especially in
terms of cost-benefit analysis. For example, the implementation of an effective
childcare provision system should be accompanied by a comprehensive employ-
ment policy for both parents, especially for low skilled and low-income females
as well as an overall social protection system (Van Lancker, 2013).

Secondly, an important analytical dimension of the book is a multi-layered con-
cept of territory and territorial inequalities that derive from the conceptual and
empirical findings by social and economic geographers, urban planners, political
scientists, and urban sociologists. A social investment policy paradigm has been the
inspiration to look differently at territorial inequalities that have experienced a resur-
gence in national states on a different scale from regional or local levels. Therefore,
policy awareness of emerging territorial cohesion complements the discussion on
a so-called “European social model” that appeals to the values of social welfare,
equity, sustainability and good governance. As documented in the growing body of
academic literature, the concept of territorial cohesion is employed as an alterna-
tive in order to raise awareness of the relationship between spatial inequalities and
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social-economic growth. In general, territorial cohesion policy that entails the ref-
erence to spatial dimensions proposes rather fuzzy policy-making tools that require
new decisions on territorial interdependence (Faludi, 2007a). With reference to
Faludi, we should be more concerned about “equity, competitiveness, sustainability,
and good governance”. Following his assertion, territorial cohesion can balance
these ideas on spatial scales where a balancing act is needed to reconcile the diver-
gent interests of stakeholders (Faludi, 2007b, p. 25). Despite the diversity of opinion
among political advocates as to how territorial cohesion should be reinforced, there
is common agreement about the need for a certain level of decommodification as
a part of social rights (Faludi, 2007a; Esping-Andersen, 1990). Beyond the classical
understanding of decommodification (Esping-Andersen, 1990), it also includes the
aspects of quality of life in territories, as for example, public interventions in service
provision or urban planning, values, and lifestyles.

In responding to intensive advocacy of sustainable territorial social-economic
growth and the need for better territorial equalization, a few challenges arise. The
first issue is related to the reduced capacity of a national welfare state to respond
sufficiently to territorial disbalances and spatial differentiation problems. The
emergence of new social risks, including income inequality, social exclusion,
new employment patterns and technological change calls for better “contextu-
alization” of welfare provisions. There is currently much evidence that European
regions have become more polarized regarding social and economic develop-
ment aspects (Puga, 2002; Charron, 2016; Rodriguez-Pose, 2018). Referring to
Andre Rodriguez-Pose (2018), there are places that matter and places that do
not. The largest cities are characterized by a growing population and industries
that reflect economic productivity, growing technological hubs, greater skills
and growth accumulations. In contrast, rural areas and declining industrialized
regions present a picture of declining labor productivity, de-population, social
exclusion and social stigma, and lower household incomes. Therefore, by territo-
rial inequalities are treated as irrelevant regarding low-income and low-density
places. Remote territories are treated as places of inefficient return of economic
development policies and globalization (Glaeser & Gottlieb, 2009; Kline &
Moretti, 2014; Rodriguez-Pose, 2018). In this respect income-support transfers
and benefits to sustain employability are used as principal welfare instruments
to achieve economic effectiveness. However, the statistical data from different
countries demonstrates that misguided investments result in inadequate regional
development where unemployment, reliance on in-kind support and weak com-
petitiveness remain a main issue (Fratesi & Rodriguez-Pose, 2016). The mis-
leading reference is that lagging-behind areas have no potential that leads to
miscalculation of territorial assets (Barca et al., 2012).



14 Introduction. Challenging territorial inequalities

The second issue concerns institutional inability to provide policy solutions for
territorial equalization. These concerns address the issue of policy interventions
asking at what level should policies intervene in territorial development. There
are many reasons and trade-offs explaining the inadequate policy response to the
needs of vulnerable territories, for example, imbalance between multilevel coor-
dination and governance levels, low impact interventions, and focus on income-
support transfers, politicization of territorial inequalities, and the overlooking of
economic and social potential of lagging-behind territories. Institutional quality
may also reflect the tensions in implementing effective territorial interventions
in terms of competitiveness, capacity to innovate, limits in accountability
amongst other issues (Charron et al., 2014; Rodriguez-Pose & Di Cataldo, 2015;
Rodriguez-Pose & Garcilazo, 2015). It is obvious that growing regional dispar-
ities require a recalibration of public policies addressing territorial social and
economic inequalities more effectively than traditional so-called spatially blind
policies (lammarino et al., 2019). One of the possible solutions is place-sensitive
policies that better address the territorial capacities especially when left-behind
territories are provided with right endowments and infrastructures (lammarino
etal., 2017). On the one hand, regional inequalities and social exclusion work as
complementary mechanisms. Low quality institutions and poor connectivity act
as stimulating mechanisms for higher levels of territorial disparities as well. As
Lammarino et al. (2019, p. 288) summarize, the ambivalence of a place-sensitive
approach stating that “too much focus on efficiency through agglomeration may
therefore enhance territorial inequity (which, in turn, undermines efficiency),
while too much focus on equity through place-based support (without devel-
opment) undermines overall economic efficiency”. Finally, maximization of ter-
ritorial potential and development of capabilities could provide a framework
for the different spatial development patterns of territories whether urban or
rural. Advocacy of a place-based policy framework could indicate the agenda for
implementing social investment policies that mobilize territorial capacities with
institutional endowments. Coordination of top-down instruments and bottom-
up initiatives lead to the development of a place-sensitive theoretical framework
underpinning the conventional policy tools (Iammarino et al., 2019).

The scope of the book: Territorial impact and social investment
policies
This book presents an insight into the discussions on how social investment

policies could be responsive to territorial inequalities in terms of better policy
coordination, capacities and the adaptability of institutional infrastructures to
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territorial needs. So far, the SI perspective has paid insufficient attention to the
role played by combining different conceptions such as territorial differentiation,
territorial cohesion, and local development. The principal objective underpin-
ning the chapters is the question as to whether social investment policies could
be tailored differently to address territorial capacities and territorial needs. The
conceptual and empirical insights into the design of territorially sensitive social
investment policy could be useful for both researchers and political practitioners.

One of the key hypotheses the book tries to address is the assumption that
social investment should shift to higher levels of territorialization by looking more
carefully at contextual conditions and the impact of coordination among multi-
governance levels (national, regional and municipal). By so doing, the book
inspires us to look differently at the territorial sensitivity of such welfare policy
strategies implemented in advantaged developing areas as well as those which
are disadvantaged peripheral territories. In other words, the book discusses ter-
ritorial differences that are critical to developing social investment strategy in
urban, rural, and suburban areas. By looking at social investment policy design,
we also consider the impact of other factors, such as urban infrastructure, gov-
ernance design and effectiveness, and territorial capital that play a considerable
role in the social and economic development of regions and municipalities.

By combining theoretical notions about territorial cohesion, territorial devel-
opment, and social investment in one paradigm, it is possible to make the central
argument for “territorialization of social investment policy” by postulating welfare
policies for territories and assessing their impact (Figure 1). Conceptualization
of the connections between territorial relationships and social investment poli-
cies as depicted in Figure 1, presents an ideal type of such policy. Figure 1 rests
upon two main questions. Firstly, how to evaluate the overall effects of SI policies
on minimizing territorial inequalities. Secondly, how to define the development
patterns typical for both developing metropolitan hubs and vulnerable regions
(Ist constituent). Thirdly, how to identify the governance tools and approaches
that facilitate or hinder locally sensitive SI strategies (2nd constituent), for
example, vertical and horizontal policy coordination tools, centralization and/or
decentralization procedures, the impact of local partnerships and higher levels
of public engagement. Accordingly, we argue that the territorial dimension of SI
policy is analyzed looking at the interplay of factors such as persistence of terri-
torial inequalities, state interventions and modes of subnational and municipal
coordination (institutional rescaling) and provision of services to different bene-
ficiaries. On the vertical dimension, we consider general trends of centralization
vs. decentralization in implementing social investment policies. On the hori-
zontal level, we observe the design, funding mechanism, implementation, and
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Figure 1. Conceptualization of the linkages on territorial relationships with social
investment policies. Source: Own elaborations.

service provision of SI policies (3rd constituent). The last constituent (4) asks
about the impact of territorialized social investment policies on better life-
chances in areas of different size.

The conceptual approach of this book has some limitations, for example, we
need to carefully consider the country-level specifics, such as self-governance
systems, regional development policy tradition and legacy, bureaucratic culture,
decision-making processes, and public engagement. The second issue is related
to democratic capacity. The conceptual framework hinders the possibility of
looking carefully at the role of social partners and civil society actors in territo-
rial decision-making and evaluating the variety of bottom-up initiatives of the
selected SI policy arenas.

Selection of SI policies: This book presents insights into the regional chal-
lenge to develop territorially sensitive policies that focus on local welfare and
well-being span, such as early childhood education and care (ECEC), vocational
training (VET), and an active labor market (ALMPs). Early childhood education
and care, vocational training and active labor market policies implemented at
different governance scales — central, and municipal - are a specific focus of the
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book. In this way, we are in accordance with the conceptual and methodolog-
ical insights on the social investment paradigm as discussed above. The selected
policies play a crucial role in triggering labor market participation, family and
work reconciliation and social inclusion. By referencing numerous works on
welfare state and social investment perspectives (Hemerijck & Vandenbroucke,
2012; Hemerijck, 2013, 2014, 2015), and a taxonomy of social investment policy
functions (“flow” - “buffer” - (“stock”) we demonstrate institutional comple-
mentarities (conception introduced by Hall and Soskice, 2001). Three elements
are distinguished: “(1) the quality of the ‘stock’ of human capital and capabili-
ties over the life course; (2) easing the ‘flow’ of contemporary labor-market and
life-course transitions; and (3) maintaining strong minimum-income universal
safety nets as income protection and economic stabilization ‘buffers’ in ageing
societies” (Hemerijck, 2017, p. 19). At this point childcare services, vocational
training and active labor markets complement each other in two ways. Firstly,
childcare policy aligned with effective parental leave arrangements and supported
by in-kind and in-service incentives contributes to active economic partici-
pation of parents, enables to deal with social risks in low-income households.
Secondly, active labor market policy instruments enable parents to participate
in labor market and create more job opportunities, especially for mothers (flow
element). Policy instruments that enable better school-to-work transition and
careers contribute to implementation of social investment policies. Additionally,
human capital is fostered by vocational training and education to facilitate the
flow into productive economic activities.

Promoting SI policies in small-scale countries. Why Lithuania?

The relevance of social investment policy and its implementation in the Baltic
states has been intensified by the political discourse on reducing and optimizing
public spending for education, public services and social welfare that dates from
the 2008 economic crisis. At this point the book fills a gap in the literature on
the understanding of the relationship between social inequalities, territorial
cohesion, and the switch over to social investment in Lithuania, one of the three
Baltic countries. The chapters analyze local and contextual conditions that con-
tribute positively to social investment strategies and their impact on increasing
territorial disparities in different regions of Lithuania.

In answer to the question, why is it important to analyze the Lithuanian
experience of social investment policy “territorialization”, we provide two main
arguments. The first argument considers that it is necessary to study in-depth
the interaction of social investment strategies and different territorial conditions
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as well as the impact of social investments on reducing and mitigating social
inequalities. Substantial theoretical and empirical research demonstrates that
social investment policies are likely to have positive impact only if specific
contextual conditions are met. The long-term experience of European coun-
tries suggests that social investment policies are expected to have a positive
impact on economic growth, social inclusiveness and the reduction of poverty
(Vandenbroucke & Vleminckx, 2011; Nolan, 2013; Hemerijck, 2014, 2017). In
contrast to the Western experience, these hypotheses have never been tested in
Lithuania. Lithuania as a case study presents the opportunity for a consideration
of the options for a social investment perspective and the effects of contextual
pre-conditions for implementing sustainable social investment policies. In this
publication, the authors argue that the success of these policies depends on the
contexts in which they are embedded, i.e., the life chances and limitations as well
as new opportunities that come with living in rural or urban areas. Lithuania,
therefore, might present an interesting case study for the exploration of successes
and failures of social investment policies in terms of local autonomy, multi-level
governance and inclusiveness of community stakeholders.

The second argument is around the growing social and economic polarization of
regions in Lithuania and centralization tendencies in regional development. Over
the last decade, the economic marginalization of regions became a crucial indicator,
for example, in 2019 the capital of Vilnius generated 42.4 % of national GDP com-
pared to the other regions, of which 72.1 % of total FDI (foreign direct investments)
is allocated to capital area (Statistics Lithuania, 2021). The second city of Kaunas
generated 19 % of total national GDP in 2020. The Lithuanian experience supports
economic growth strategy as the main pillar for territorial policies, mostly stipu-
lated by the EU accession process since 2004 (Burneika, 2013; Puidokas & Daukaité,
2013). On the contrary, the difficulties experienced by peripheral regions have been
mainly addressed either through regional development policies supporting financial
subsidies or agglomeration of public infrastructure; for example, merging schools
or public hospitals (Daugirdas et al., 2013; Kriaucitinas et al., 2016; Ubareviciené
et al., 2016). The growing challenges to the implementation of social investment
policies, both at central and local (municipal) level indicate institutional inertia
and a lack of leadership in finding sustainable solutions for “left behind” territo-
ries. The main problems are multi-dimensional. Some are related to insufficiency of
multilevel institutional coordination, a failure to balance territorial disparities and
national policies’ goals, lack of place-based innovations and horizontally integrated
development strategies. Others reflect broader public engagements, for example,
public mistrust of politicians and bureaucracies or inadequate community leader-
ship in local-welfare decisions.
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Book content

The book is based on empirical data from examples selected from different
Lithuanian municipalities (urban, suburban, and rural). The case studies repre-
sent the local approaches towards implementing early childcare, vocational
training and education, and active labor market policies that are studied in a
wider socioeconomic and territorial disparities context. Institutional frame-
work, horizontal and vertical governance, and public service provision are the
main elements that support the primary question of the book on territorial
policy recalibration and sensitivity to territorial development challenges. The
involvement and active participation of different social, political, and economic
actors also contributes to making social investment strategies more effective. In
other words, the authors aim to provide a roadmap for inquiry into the territo-
rial impact of SI policies and identify challenges resulting from the differences
in multi-scale governance, service provision and institutional complementar-
ities. Finally, considering the importance of an emerging social investment
policy paradigm in Lithuania and challenges facing the construction of territo-
rially sensitive public intervention tools, we raise questions with regard to the
book design:

The book comprises a variety of topics that are organized around the cen-
tral question on re-connecting territorial differences and territorial cohesion, SI
policy tools and local social-economic and demographic contexts in the case of
Lithuania case. The authors contribute to answering the following theoretical
and empirical questions on connecting territorial concepts with social invest-
ment policy practices and institutional design:

- What are the means of connecting territorial cohesion, territorial differences,
and a social investment approach?

— What are the advantages and risks in implementing social investment policies
and can they be adjusted to territorial specificities?

- Are there any relevant territorial differences that impact social investment
policy development and the territorial sensitivity of such strategies?

— What are the overall effects of these policies on territorial inequalities and on
the problems characterizing the most vulnerable areas?

- What institutional factors, governance mechanisms and instruments could
drive welfare policies to become more territorially responsive?

— What are the policy tools and (inter-)institutional mechanisms that facilitate
or hinder SI strategies; for example, vertical and horizontal coordination, ser-
vice provision mechanisms, response to beneficiary needs, involvement of
stakeholders, perception of territorial capital and disadvantages?
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- Can we rely on the impact of territorially sensitive early childcare education,
vocational training, and active labor market policies to sustain better life-
opportunities? What is the role of different local stakeholders in implementing
SI policies?

In detail, the book is organized into two related thematic parts. The first part
contributes to the theoretical elaborations on territorial cohesion and SI
policies to recalibrate territorial sensitivity policies (Figure 1 for summary;
chapters 2-3). The chapter, “Territorial cohesion, spatial justice, and the social
investment approach’, by George Mavrommatis and Panagiotis Artelaris
addresses the multi-dimensional theoretical conceptions of territorial cohe-
sion, spatial justice and territories. The chapter also clarifies how European
territorial cohesion policy substantially impacts the re-consideration of ter-
ritorial inequalities and tackles socio-economic disparities. The place-based
policies are promoted as an alternative for peripheral areas to sustain eco-
nomic and social development patterns. Chapter 3, “A social investment ap-
proach for place-sensitive services: What is the potential impact on territorial
inequalities?” (Ruggero Cefalo, Marta Cordini and Tatjana Boczy) furthers the
conceptual considerations of a territorially driven social investment approach.
The authors reflect on how territorial inequalities and multilevel governance
structures could be taken into consideration when framing a social invest-
ment policy perspective. The provision of capacitating services, the process of
rescaling, the persistence of spatial disparities in Europe as well as the charac-
teristics of the emerging knowledge economy, become an essential framework
for investigating social investment policy instruments and their impact on ter-
ritorial development.

The second part of the book is dedicated to context in terms of exogenous
factors (socio-economic and demographic profiles of territorial differences) and
institutional analysis (chapters 4-7). The chapters consider country level experi-
ence, looking at policy achievements and failures in implementing the SI policies
at municipal level. The authors assume that territorial differences are important
factors in formulating central government rhetoric about rescaling service provi-
sion in different welfare policy fields. SI policy design, governance, involvement
of organizational actors, institutional mechanisms, and capacities are analyzed
to demonstrate efforts made by the government to tackle territorial inequalities.
Vertical and horizontal coordination as well as local partnerships are important
elements for ensuring better integration of selected SI policies of ECEC (early
childhood education and care), VET (vocational education and training) and
ALMP (active labor market policy) into territorial development policies.
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The chapter “Territorial profiles: spatial inequalities and the importance of
socio-economic differences” by Jurga Bucaité-Vilke, Viktorija Baranauskiené,
and Artaras Tereskinas explores the socio-economic and demographic situa-
tion in Lithuanian regions over the last decade (during the period 2008-2019).
They provide a statistically based reflection on regional policy changes in the
country looking at the heterogenous picture of economic and social growth in
urban zones. In contrast, the peripheral areas face the challenges of population
decline, labor migration, economic polarization, and higher level of inequalities.
The authors conclude that national focus on economic growth parameters might
limit the alternatives to re-arrange the territorial development notion along the
lines of social investment policies. Ausra Maslauskaité in her chapter “Promoting
social investment policy through the development of early childhood education
and care policy: The Lithuanian case” analyses the implementation of a national
childcare policy as an instance of collective engagement and territorially driven
design. The divergent experiences of urban, suburban, and rural municipalities
reveal that the ECEC policy is flexibly adapted to territorial diversity, for example,
it reflects demographic change in early-age children group by establishing more
childcare facilities. She provides empirical evidence on the growing tendencies
towards decentralization in childcare policy regarding potential leadership and
social innovations at municipal level. Artaras Tereskinas in his chapter “Active
labor market policies as a part of social investment approach” contributes to
analysis of the active labor market policy field that represents the case for bal-
ancing national standardization and territorial needs. As a part of social invest-
ment policy, an active labor market encompasses the strategy for enabling
human capital in economic activities. However, centrally planned measures
are not aligned with territorial challenges, for example, a higher proportion of
older employees that face difficulties related to changing their workplaces due
to insufficient professional skills or education hubs. The empirical findings
from urban, suburban and rural municipalities indicate a need for early labor
market interventions that foster municipal initiatives and social dialogue as a
part of the social investment approach. Finally, the chapter on “Social investment
and vocational education and training policy: The architecture of combining
national standardization and territorial needs” by Jurga Bucaité-Vilké deals
with challenges faced when re-designing vocational training to be more respon-
sive to socio-economic and demographic issues in municipalities. The impact
of a strong regulatory framework in designing vocational education based on
municipal decisions is significant as the municipalities have no autonomy with
regard to educational network or training content. Chapter 7 concludes that we
should consider the variables of vertical and horizontal governance, stakeholder
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participation, and policy realization (through infrastructure and services) that
provide territorially sensitive instruments. As demonstrated in these chapters,
there is much room for a recalibration of specific policy tools and mechanisms
in order to meet territorial needs and challenges when considering territorial
differences in urban, suburban and rural municipalities. Finally, the authors
assume that policy cases contribute to the discussion on policy variations and
tensions that capture the wider impact of state policy on territorial autonomy
and consolidation.
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Part I Revising territories and social
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ideas and challenges






Panagiotis Artelaris and George Mavrommatis

Chapter 1 Territorial cohesion, spatial justice
and the social investment approach

Abstract: With a focus on economic, social and territorial policy, European Cohesion Policy
is increasing in importance as a result of the recent rise in territorial inequalities in the
European Union (EU). This paper attempts to reveal connections between the policy con-
cept of territorial cohesion, the normative idea of spatial justice and the social investment
approach. It is argued that territorial cohesion and spatial justice are intrinsically linked
to the social investment approach. The common ground between territorial cohesion and
spatial justice is the goal of delivering an improvement in people’s lives regardless of where
they live. For its part, the social investment approach is also about expanding people’ life
opportunities by investing in them and thus increasing their capabilities to participate fully
in economic and social life. It is true that social investment policies so far have mostly ne-
glected the spatial dimension as they have not been place-sensitive. However, a place-based
social investment approach, working in a coherent way with territorial cohesion policy, has
the potential to lead to effective solutions ameliorating some of the EU’s current spatial ills
and the political reactions they generate.

Keywords: European Cohesion Policy, territorial inequality, spatial justice, capabilities
approach, place-based, social investment approach.

Introduction

With a focus on economic, social and territorial policy, European Cohesion Policy
is increasing in importance as a result of the recent rise in territorial inequality
across the European Union (EU) (Capello et al., 2015; lammarino et al., 2019).
This rise has been extensively documented in many official reports, such as
the Territorial Agenda 2030 (Ministers Responsible for Spatial Planning and
Territorial Development and/or Territorial Cohesion, 2020). The emphasis on
territorial inequalities stems from the possibility that growing spatial disparities
could endanger EU economic, social and territorial cohesion and even threaten
what is perceived as the European Model of Society (Faludi, 2007b, ¢; Zaucha &
Bohme, 2020).

This chapter attempts to reveal connections between the policy concept of ter-
ritorial cohesion, the normative idea of spatial justice and the social investment
approach. More specifically, it is argued in this study that territorial cohesion and
spatial justice are intrinsically linked to the social investment approach. If the
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common ground between territorial cohesion and spatial justice is to deliver an
improvement in people’s lives regardless of where they live, then both entail an
attempt to expand people’s capabilities in a territorialized way. The social invest-
ment approach is similarly focused on expanding people’s life opportunities by
investing in them and increasing their human capital. To put it differently, the
social investment approach expands people’s capabilities by investing in their
ability to participate fully in economic and social life. Nevertheless, territorial
cohesion and social investment policies are quite different. The first is highly
place-based while the second is mostly not sensitive to place. As a result, there
is a risk of policy incoherence in the implementation of these two policies. The
question that then arises is how to make them work in a policy-coherent way.
This idea is food for thought.

The chapter proceeds, firstly, with a theoretical and empirical discussion
of the EU policy concept of territorial cohesion. As becomes evident, territo-
rial cohesion is a very abstract concept with many different metrics and layers
of meaning. Secondly, to render this concept more tangible and concrete, we
transfer the concept of an ‘ideal type’ from the realm of sociological and histor-
ical research to that of European Cohesion Policy. We describe an ideal type of
territorial cohesion emerging from the examination of territorial cohesion poli-
cies in seven distinct EU national contexts, namely the Austrian, Danish, Greek,
Italian, Lithuanian, Polish and UK contexts. This ideal type of territorial cohe-
sion contains a number of specific characteristics. It provides a more grounded
theory of territorial cohesion than the abstract uses of the term in the European
Union’s documents and policy discourse. Thirdly, we continue with our theo-
retical endeavors by exposing the links between territorial cohesion and spatial
justice; we bring to the fore their commonalities without paying significant at-
tention to their differences. Fourthly, we link the ideas of territorial cohesion
and spatial justice with the social investment approach through the capabilities
perspective. It is argued that a territorialized social investment approach comes
close to the aims of both territorial cohesion and spatial justice. Finally, the
chapter closes with a synopsis and some policy suggestions.

Territorial cohesion: Defining a contested EU policy concept

Territorial cohesion is the opposite of spatial inequality; thus, when the aims
and goals of territorial cohesion are promoted, spatial disparities between and
within places gradually diminish. Territorial cohesion is a competence shared
between the European Commission and the various EU countries/governments.
It is an ambiguous and contested concept, with many different interpretations
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and meanings (Artelaris & Mavrommatis, 2020). As a policy concept, territorial
cohesion originates from the French tradition of regional thinking. The roots of
the concept are linked to regional policy in France (Faludi, 2007a, 2010, 2015),
where a decentralized state attempts to diminish regional disparities. More to the
point, Jacques Delors (European Commissioner 1985-1995) and Michel Barnier
(EU Regional Commissioner) are considered to have played influential roles in
expanding European Cohesion policy priorities from the economic and social
spheres to the territorial one as well (Holder & Layard, 2011). Faludi has argued
that a territorially based European Cohesion policy is basically ‘old (French)
wine in new bottles’ (Faludi, 2004). In short, French regional policy is considered
the starting point for the development of the EU Territorial Cohesion policy.

The publication of the European Spatial Development Perspective (ESDP,
1999) is considered the first and most important step towards the creation of a
European planning philosophy. In essence, it created the foundations of terri-
torial cohesion policy. According to the ESDP, the main spatial problem in the
EU is the heavy concentration of people, activities and economic growth in a
few specific metropolitan areas (the ‘infamous’ European pentagon: the met-
ropolitan areas of London, Paris, Milan, Munich and Hamburg). Accordingly,
the main objectives of the European planning philosophy are balanced and sus-
tainable development throughout all EU territory, the promotion of polycentric
development, parity of access to infrastructure and knowledge across EU space,
and the wise management of natural and cultural heritage. In other words, these
are the proposed solutions to the spatial concentration of population and eco-
nomic activities in the EU.

Territorial cohesion has been described, among other ways, as ‘ambiguous’
and ‘complex; while several studies have been conducted to define its meaning
and operational dimensions (see for instance Mirwaldt et al., 2008; Begg, 2010;
ESPON INTERCO, 2013; Gonzalez et al.,, 2015; Atkinson & Zimmerman,
2016; Avdikos & Chardas, 2016; Faludi, 2016; Medeiros, 2016; Dao et al., 2017;
Nosek, 2017; Asprogerakas & Zachari, 2020). The literature characterizes terri-
torial cohesion as a ‘vague’ policy concept (Atkinson & Zimmerman, 2016) or
simply a fashionable term’ with ‘many layers of meaning’ (Mirwaldt et al., 2008).
Some scholars have suggested that territorial cohesion is an ‘elusive’ and ‘ambig-
uous’ term that cannot be easily translated into a clear and measurable concept
(Medeiros, 2016). Others have stated that territorial cohesion is a ‘contested’
‘multi-dimensional’ and ‘dynamic’ concept that ‘lacks clarity’ (Dao et al., 2017).
It has been also suggested that territorial cohesion is of an ‘amorphous’ character
(Van Well, 2012). To cut a long story short, a strict definition of territorial cohe-
sion is an almost ‘impossible’ task (Bohme & Gloersen, 2011).
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Territorial cohesion as a policy concept contains several dimensions,
including, among others, socio-economic convergence,' spatial planning, eco-
nomic competitiveness® and policy coordination® (Evers, 2012). However, only
the last two (i.e. economic competitiveness and policy coordination) appear to
contribute added value at the EU policy level, as socio-economic convergence*
and spatial planning have been implicit in the cohesion policy for a long time
(Othengrafen & Cornett, 2013). The fact that some of these dimensions (such
as socio-economic convergence and economic competitiveness) conflict with
each other (Waterhout, 2007) might hinder the ability of territorial cohesion to
achieve its policy goals (Nosek, 2017).

Before we proceed any further, we should note that territorial cohesion is an
EU policy construct — an EU policy instrument that was constructed and suc-
cessively communicated by European policy officers and technocrats working
on territorial issues. Along these lines, Dabinett (2011) suggests that ‘territorial
cohesion is a construct that is not found outside the documents and discourses
that constitute the words of EU spatial planners and spatial policy’ (Dabinett,
2011:2). Other scholars have stated that territorial cohesion is an EU policy dis-
course whose meaning is related to the discursive chains it becomes attached to
(Servillo, 2010). To put it differently, territorial cohesion can be seen as a ‘half-
empty’ EU policy signifier, depending on who is using the term and for what
kinds of reasons (Faludi, 2015).

According to Abrahams (2014), we should not approach territorial cohesion
by trying to define it; instead, it might be more appropriate to let the concept
remain ‘fuzzy’ Instead of asking what territorial cohesion is, it might be more
useful to ask what territorial cohesion actually does. How is it translated in dif-
ferent national (EU) contexts? What kinds of uses can various actors make of
it? For Abrahams, this is the ‘pragmatic’ approach to the concept. Along these
lines, Van Well (2012) has suggested that territorial cohesion can be viewed as a

1 Convergence concerns reduced disparities among regions over time and is linked to
the popular concepts of sigma- and beta-convergence (for a review at the EU level, see
Artelaris 2015).

2 According to Colomb and Santina (2014), territorial cohesion pursues economic
growth and competitiveness while incorporating concerns about solidarity and equity.

3 Policy coordination can be perceived as horizontal coordination, vertical coordination
and territorial coordination (for a review, see Nosek 2017).

4 Avdikos and Chardas (2016), however, suggest a decline in the role and importance of
socio-economic convergence in recent years, with a loss of prominence and influence
in the policymaking process.
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‘moving target’ whose meaning each member-state (or region) constructs to pro-
mote its own priorities and guarantee EU funding. Other writers have wondered
whether territorial cohesion has the same meaning in all EU national contexts
or whether it is subject to different national interpretations in different EU coun-
tries (Mirwaldt et al., 2008).

How do you measure territorial cohesion?

Measuring territorial cohesion is certainly not a simple task, given the insuffi-
cient clarity of the concept, its different interpretations among EU Member States
(Medeiros, 2016) and the lack of a widely accepted and established methodology
(Dao et al., 2017). Measuring territorial cohesion, however, is crucial for at least
two reasons (Medeiros, 2016:6): first, to reduce the vagueness of the concept and
‘engage the academic community in producing useful studies, which could be of
vital importance to better understand and correct territorial imbalances’; second,
to use and discuss the concept ‘in a more concrete and focused way’ at the polit-
ical level. According to Medeiros, ‘Leaving the fate of knowledge regarding terri-
torial cohesion to non-measurable and uninformed academic discussions would
only contribute to maintain[ing] the present, elusive status quo of this notion ad
eternum’ (Medeiros, 2016:6). For Dao et al. (2017), measuring territorial cohe-
sion can make the concept more operational.

Although territorial cohesion is, by its nature, a multidimensional concept
characterized by a multiplicity of aspects (economic, social, political and cul-
tural), it has been mainly associated with Gross Domestic Product (GDP) per
capita, especially during the first two programming periods (i.e., 2000-2006 and
2007-2013). GDP has been used as the main eligibility criterion for EU funding
and as the basic indicator of the effectiveness of EU regional policies. This is in
line with the promotion of the objectives of economic and social progress as
well as the achievement of a high level of employment and balanced, sustainable
development (Weckroth & Moisio, 2020).

However, in recent years, the need for a more holistic framework for mea-
suring territorial cohesion has been acknowledged. It has been argued that con-
ventional single indicators such as GDP per capita or (un)employment rates can
be regarded as incomplete measures of territorial cohesion, mainly because they
are insufficient to cover several aspects of quality of life and human develop-
ment.> As Commissioner Hahn suggested in 2010, ‘there is an inherent need to

5 GDP, for instance, focuses only on monetary issues, excluding non-market activities
that contribute to human development and well-being, while labour market indicators
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develop more indicators for different thematic approaches... That would facili-
tate to integrate monitoring and evaluation system in the decision-making pro-
cess which is of crucial importance as a pace-maker. (Hahn, 2010). In a similar
vein, a few years later, Commissioner Cretu noted that ‘GDP alone does not
accurately enough reflect the needs of a region, as it leaves out crucial parameters
such as quality of life, social inclusion, level of employment or sustainable devel-
opment. This is why, to complement GDP, the Commission is investigating other
indicators...

The recognition of the multidimensionality of territorial cohesion has given
rise to an increasing consensus among academics and practitioners on the need
for establishing alternative measurement approaches. Several important efforts in
this direction have been made at the EU level, including, inter alia, the studies of
ESPON (2007), Medeiros (2011), ESPON (2012), ESPON INTERCO (2013) and
Hanell (2015) (for an extensive review, see Zaucha & Bohme, 2020). Although
significant breakthroughs have been made regarding this issue, the adoption
of a sound and uniform approach remains a daunting task (Zaucha & Bohme,
2020); all these studies are based on different aspects of conceptual and intel-
lectual frameworks of territorial cohesion, analyze different geographic scales
and follow different methodological approaches. However, they all highlight the
need for a multidimensional approach to measuring territorial cohesion.

More specifically, two main approaches have emerged for the measurement
of territorial cohesion (Hanell, 2015). According to the first, the concept can
be measured by using a number of relative thematic variables and identifying
their patterns and trends. Those variables cover not only the economic and
social dimensions of territorial cohesion but also other dimensions explained
above (territorial governance and cooperation, sustainability, polycentricity,
etc). According to the second approach, territorial cohesion can be measured
via Composite Indicators (also known as synthetic indices). A Composite
Indicator aims to combine many aspects of the phenomenon or concept ana-
lyzed, facilitating the reduction of a multifaceted reality to a single value. These
indicators, although they are not without critics (Dialga & Giang, 2017), are con-
sidered standard and effective tools for the measurement of multidimensional

also present serious disadvantages, since they cannot capture, for example, the extent
of problems in some specific areas (e.g. structurally weaker regions, regions with large
numbers of foreign workers on temporary contracts or regions with high levels of brain
drain) (Ghai 2003; Artelaris 2017).

6 https://www.europarl.europa.eu/doceo/document/ CRE-8-2017-11-13-ITM-019_
EL.html
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phenomena. Today, the construction of Composite Indicators at the regional
level is probably one of the most interesting areas of research, mainly because
of the need for better territorial policies (Artelaris, 2021). As a result, several
Composite Indicators have been constructed to measure territorial cohesion -
using, however, different numbers of dimensions and variables and producing
different results.

Examples of the first approach include the ESPON project, namely INTERCO.
In this project, a list of 32 top indicators structured along six territorial objectives
was selected, covering both thematic issues and policy dimensions of territorial
cohesion (ESPON, 2013). The territorial objectives included global competitive-
ness; innovative territories; fair access to services, markets and jobs; inclusion
and quality of life; attractive regions of high ecological value and strong terri-
torial capital; and integrated polycentric territorial development. The choice of
indicators was determined by the priorities of the Territorial Agenda 2020 and
the Europe 2020 Strategy.

An example of the second (Composite Indicators) approach is the study by
Medeiros (2011) based on the methodology used for the Human Development
Index (HDI), introduced by the UN in 1990 (UNDP, 1990). The HDI is probably
the oldest and most significant attempt to overcome the narrow focus of GDP.
In this study, Medeiros proposes a Territorial Cohesion (composite) indicator
that takes into consideration dimensions related to socioeconomic territorial
imbalances, environmental sustainability, territorial cooperation/governance
processes and the polycentricity of the urban system. The results of the study re-
vealed a heterogeneous pattern of territorial cohesion for the EU (NUTS 2 level).

Although the main message of empirical studies is that further research is
needed to develop a common framework for measuring territorial cohesion,
their findings can be used by policymakers not only as a way to better under-
stand territorial cohesion but also as guiding lights in the process of policy-
making and as tools for evaluating the performance and effectiveness of the
policies adopted. Measuring territorial cohesion is still a challenging task, calling
for additional work.

Creating an ‘ideal type’ of territorial cohesion?

The purpose of this section is to introduce the notion of an ‘ideal type’ of
European Territorial Cohesion policy. It must be noted that specific national
policy environments existed in (many) EU countries before the appearance of
the EU territorial cohesion policy. Accordingly, the arrival of territorial cohe-
sion policy in national (EU) contexts did not take place in a policy vacuum,
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but instead in already-formed environments corresponding to broadly-defined
national cohesion/convergence goals. As a result, on the one hand, territorial
cohesion had to be adapted in many cases to fit in with existing policies. On the
other hand, the arrival of territorial cohesion policy changed many aspects of
these pre-existing national policy environments and brought an emphasis on
new priorities. In short, territorial cohesion might mean different things in dif-
ferent EU countries and national policy contexts.

Because of this, instead of trying to define the concept of territorial cohesion
abstractly at the EU level, it might be useful alternatively to derive it from distinct
EU national contexts. Within the COHSMO project, the national policy contexts
of Austria, Denmark, Greece, Italy, Lithuania, Poland and the UK were investi-
gated to understand what territorial cohesion policy meant in those different
policy contexts and what its respective usages were in each. To put it differently,
the notion of an ‘ideal type’ of territorial cohesion and its main characteristics
emerged from the examination of seven different EU member states’ national
contexts and distinct regional policy traditions.

The concept of an ideal type originates from the work of Max Weber (2014)
and his way of approaching dynamic and complex social phenomena that cannot
be fully explained but can be interpreted to an extent and thereby rendered at
least partly understandable. In Weber’s work, the ideal type, or pure type, is a
form of analytical construction that enables the researcher to approach reality
by simplifying it. However, an ideal type never really corresponds to all facets
of reality but only to some, as it does not include all the elements of the phe-
nomenon under investigation but is constructed instead out of certain selected
characteristics. It thus lies between the abstraction, or generalizing tenden-
cies, of theoretical thinking and the particularities, or specificity, of historical
research and individual case studies. In short, the ideal type can be seen as a way
of constructing a logical and coherent analytical instrument for further research,
perhaps even a grounded hypothesis.

In this section, we attempt to transfer the concept of the ideal type from
the realm of sociological and historical research to that of European Cohesion
policy. According to the above, the ideal type of territorial cohesion lies some-
where between the general abstractions of EU policy thinking and the concrete-
ness of each national policy framework under examination. As a result, the ideal
type of territorial cohesion includes characteristics emerging from different
national contexts (the Austrian, Danish, Greek, Italian, Lithuanian, Polish and
UK contexts) without containing all the characteristics of any given case. It is a
way of approaching territorial cohesion policy not from the totally abstract and
generalizing type of perspective that is usually found within the minds of EU
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policymakers, but through a more grounded approach, which nevertheless is
still a form of abstraction - a grounded abstraction.

It must be noted that some of the characteristics of the ideal type of territorial
cohesion are not necessarily regarded as aspects of territorial cohesion within
their own national policy landscapes. In many cases, they are not even referred
to as such. However, these characteristics are important to include in the effort
to construct an ideal type of territorial cohesion. At the same time, the logic of
some of these characteristics may not necessarily add up; instead, conflicts and
contradictions may emerge between them. Among other reasons, this can be
attributed to the fact that territorial cohesion policy in any given national con-
text can unfold on different geographical scales; territorial cohesion policies can
involve a number of different actors (at different scales) not necessarily sharing
the same objectives. The ideal type of territorial cohesion constructed from the
examination of the above-mentioned national contexts includes the following
characteristics:

¢ An emphasis on balanced development and access to services (and even
connectivity). From the very beginning, the ESDP spoke of balancing com-
petitiveness with harmonious and equally distributed development. Most
importantly, balanced development and access to services have remained
strictly spatial concepts as forms of territorialized social inclusion or spatial
justice. The implication is that people should not face obstacles because of
their location. In this sense, the life-opportunities perspective on individuals,
or the emphasis on the freedom of individuals to live decently according to
their potential in their places of residence, becomes part and parcel of the
balanced-development and access-to-services perspective on territorial cohe-
sion. In short, location should not be a disadvantage. Furthermore, these
imperatives have come to be articulated through a policy language that speaks
of parity of access or equity of services, facilities, infrastructure and even
knowledge. More concretely, this balanced-development and access-to-serv-
ices perspective comes to be communicated through the concept of ‘services
of general interest’ (SGI), which cover all the fundamentals people need to
lead a decent life (jobs, health, education, security, etc.). Through the equal
provision of ‘services of general interest’ in all places, people are spared dep-
rivation of public goods based on where they happen to live. This is a funda-
mental dimension of territorial cohesion and can be found in many different
national frameworks.

« Polycentric development and the advancement of urban economic growth.
The idea of polycentricity goes hand in hand with the notions, among others,
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of economic competitiveness, smart growth and digital connectivity. From
the perspective of territorial cohesion’s goal of polycentricity, the spatial con-
centration in specific urban areas of people, activity and prosperity creates
obstacles relating not only to the increased costs of concentration (land values,
quality of life, time to work, etc.) but also, indirectly, to issues of spatial jus-
tice (concentration of economic activity, political representation, facilities,
etc.). There is a strong emphasis on measures seen as capable of facilitating
urban/metropolitan economic growth through the creation of a polycen-
tric system, thus enhancing the economic competitiveness of the various re-
gions. Furthermore, such policies are part and parcel of a wider form of policy
thinking that views economic globalization as unstoppable and stresses the
role of cities. Accordingly, the creation of a polycentric urban system (and its
functional areas) has come to be perceived as the motto of economic develop-
ment in a knowledge-economy era; cities are seen as growth poles of economic
and social development and are charged with the task of attracting human
talent and economic capital. This notion of polycentricity, which originates
from the ESDP, can be considered an important element of territorial cohe-
sion policy.

A place-based approach. According to such an approach, activating local
development dynamics - in all areas, but especially in underdeveloped ones -
on the basis of endogenous resources and local comparative advantages is
deemed paramount for any local development efforts to be successful. At the
same time, place-based and community-based initiatives must be harnessed
to take advantage of territorial diversity. Accordingly, local potential for
endogenous development is supplemented with external help, in part from
multi-level governance systems. As a result, localities seeking to escape their
undeveloped economic structures and bleak economic futures must exploit
territorial assets and even create new ones. Furthermore, such a place-based
or local development approach takes for granted a ‘bottom-up’ perspective as
local knowledge must be harnessed while abstract and a-spatial theories and
policies must be replaced by concrete, place-informed understandings. More
importantly, the building of democratic capacities and the broadening of civic
participation in policy planning and implementation are deemed important
within a place-based approach.

Empowering local and regional governments within (but not only within)
a European multi-level governance system. In broad terms, territorial cohe-
sion can be considered part and parcel of the much broader phenomenon
of the development of European multi-level governance, which includes
several actors performing at different geographical scales. The multi-level
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governance theory arose from research on the EU aimed at understanding
the relations between Brussels, national governments and regional/local/
urban authorities. This theory represented an early recognition of the fact that
EU cohesion policies, which were the redistributive EU spatial policies par
excellence, increased the political power of regional, local and urban author-
ities. The EU came to be conceived as a political system where authority is
shared between various actors at different levels. Within such a framework,
the European Commission, along with the sub-national authorities (regions,
cities, etc.) and non-state actors (businesses, NGOs, etc.), can bypass national
governments and thus develop autonomous policymaking processes. By all
accounts, national governments still remain important in policymaking, but
they no longer hold monopolistic powers; they are one among a variety of ac-
tors. The empowering of regional and local governments within a multi-level
EU framework of governance is a characteristic element of territorial cohe-
sion policies.

« Integration and co-ordination of policies. The notion of integrated policies
refers to policies that take into consideration all dimensions of development
(economic, societal, environmental and cultural), all scales of space and time
and all levels of governance (European, national, federal, regional and local).
According to this approach, the integration of policies can maximize intended
results and facilitate stated policy goals. More particularly, territorial cohesion
policies depend closely both on the horizontal coordination of all policies with
a spatial impact (policy coherence) and on territorial cooperation between
different spatial units and various actors at all levels of the multi-level EU
governance system. Such coordination between different policies and various
governance units is considered conducive to the production of integrated pol-
icies, which can provide the best solutions to problems of territorial cohesion
across EU space.

Territorial cohesion and the normative idea of spatial justice

The discourse on territorial cohesion has partly led to a re-conceptualization of
European regional policy incorporating dimensions of spatial justice (Davoudi,
2005). The main reason for the interest in spatial justice is the significant increase
in EU territorial inequality that intensifies spatial injustices and put EU territo-
rial cohesion policy under pressure (Jones et al., 2020). As a result, great strides
have been made in academia during the last years toward applying the normative
concept of spatial justice to cohesion policy concerns in the EU regional context
(Kearns et al., 2014; Jones et al., 2020). Furthermore, European policymakers
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have even explored the potential effectiveness of the concept of spatial justice
as an alternative to the concept of territorial cohesion and territorial cohesion
policy (Jones et al., 2019:99).

The idea of spatial justice is based, to a great extent, on the academic debates of
the "70s and ’80s that supplemented John Rawls idea of justice (Rawls, 1971) with
a territorialized notion of social justice (Davies, 1968; Harvey, 1973; Pirie, 1983;
see also Jones et al., 2019:107-110). According to Rawls’ (1971) A Theory of Justice,
the principle of ‘fair equality of opportunity” in democratic societies translates into
the dictum that social and economic differences can be tolerated only if they are
associated with the availability of ‘offices and positions’ that are open to everyone.
Nevertheless, the Rawlsian principle of justice is a-spatial, as his theory does not
examine the distribution of injustices in space (Maly, 2016). The spatialization of
this principle would entail that people should not be disadvantaged because of their
location; location should not hinder or constrain individuals’ life opportunities or
capabilities.

Thus we see that when social justice is viewed from a territorial perspec-
tive, it transforms into spatial justice. The concept of spatial justice originates
in the work of Edward Soja (2010) and his ideas about the unequal distribution
of injustices in space, especially at the urban level - an approach conceptually
close to the economic, social and political disparities perspective. According to
Soja, spatial justice (or injustice) is not simply the outcome of economic, social
and political processes; it is also a ‘dynamic force affecting these processes in
significant ways’ (Soja, 2010:2). Seeking spatial justice means the geograph-
ical extension of economic, social and/or environmental (etc.) justice to places
(and population groups) that experience injustice (Soja, 2010:5). Like the con-
cept of territorial cohesion, spatial justice cannot be considered in strictly eco-
nomic terms. However, in contrast to the concept of territorial cohesion, spatial
justice allows for a more plural understanding of development, well-being and
quality of life, bringing those notions to the forefront of the discussion (Jones
et al,, 2019). Nevertheless, the concept of spatial justice remains complex and

7 Inthe policy context, a few recent studies have explored the contribution of place-based
policies to spatial justice. Although place-based policies can contribute significantly to
spatial justice in some cases, the positive link is hindered in several countries by factors
related to the domestic institutional environment (Keller at al. 2021; Weck et al. 2021),
such as a high degree of central government involvement (Petrakos et al. 2021).



Territorial cohesion and spatial justice 39

contested (Madanipour et al., 2021), while its metrics remain in their infancy,
still limited and unclear (Israel & Frenkel, 2018).

Linking territorial cohesion, spatial justice and the social
investment approach

As has been argued above, one significant aspect of territorial cohesion has to
do with enhancing people’s capabilities to live according to their potential, irre-
spective of where they happen to reside. The capabilities approach emerged as a
reaction against mainstream positions in welfare economics, political philosophy
and ethics (Claassen, 2016). It is based on two core concepts: functionings and
capabilities (Sen, 1985, 1993; Nussbaum, 2000). The former is related to personal
features such as what a person is doing or achieving in life. The latter is asso-
ciated with what human beings can do or achieve, that is, the range of options
available to a person. On a policy level, spatial justice considerations originate
from the European model of society that was built upon the social-democratic
and Christian-democratic canon of European politics and maintained an ‘appro-
priate balance’ between the individual, the market and the state (Faludi, 2007b,
c). Increasingly, the French principle of ‘¢galité’ became territorialized through
the core political belief that citizens should not experience spatial disadvantage.
Decades later, Barca (2009) and others argued that an EU ‘territorialized social
agenda’ should create equality between places as people live their lives and build
their capabilities in specific places.

In close relevance to the above, territorial cohesion as spatial justice has been
mainly articulated in terms of parity of access to services, facilities, infrastruc-
ture and knowledge. It has been communicated through the concept of ‘services
of general interest’ (SGI) that cover all the fundamentals people need to lead
a decent life (jobs, health, education, security, etc.). The equal provision in all
places of ‘services of general interest’ ensures that people are not deprived of
public goods because of where they happen to live.

The social investment approach transcends the idea of social welfare as
merely the provision of general services, facilities, infrastructure, etc. It contends
that social welfare should not only provide different kinds of services and cash
transfers but also, and more importantly, promote programs and policies that
enhance the capability people have to participate fully in economic and social life.

8 See Israel and Frenkel (2018) for a conceptual framework in which a metric of justice
can be employed in different spatial contexts.
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To put it differently, social investment policy invests in the realization of people’s
potential. It attempts to strengthen people’s capabilities and skills through the
promotion of education, vocational training, childcare, active labor market poli-
cies, healthcare, etc. The idea of the social investment approach goes back to the
late 1990s. As a policy priority, it was built into the Lisbon Agenda (2000). The
social investment approach is a distinctive welfare policy paradigm (Hemerijck,
2015, 2018); some writers even argue that it is now dominant in European social
policymaking (Cantillon & Van Lancker, 2013). According to the literature, the
social investment approach is based on the pillars of social inclusion through
work, individual responsibility and human capital investment (ibid). However,
this approach has been criticized for putting too much emphasis on investing
in people and not necessarily enough on the protection of vulnerable groups or
people outside the employment umbrella (Hemerijck, 2018; Boczy et al., 2019).
Discussion of the effectiveness and limitations of the social investment approach
is still ongoing.

In a sense, the provision of ‘services of general interest’ and the social invest-
ment approach are quite close. Both aspire to help people live decent and digni-
fied lives in the places where they reside. Both aim to assist individuals in living
decently and not experiencing disadvantages because of where they happen to
live. However, the social investment approach is not so much about parity of
access to services as it is about strengthening the capability to participate fully
in economic and social life. It is about investing in people to realize their capa-
bilities and augment their life opportunities. As Boczy et al. (2021) argue, terri-
torial cohesion and social investment focus on different levels: the former on the
collective, the latter on the individual. Accordingly, territorial cohesion aims to
promote the cohesion of spatial units collectively, while social investment aims
to help people individually.

From the above, it becomes apparent that the aims and objectives of a terri-
torialized or place-based social investment policy are close to those of territorial
cohesion. To put it differently, there are many commonalities between a place-
based social investment approach and the aims and goals of territorial cohesion
as spatial justice. However, the territorial dimension of the social investment ap-
proach remains under-explored as it has been mostly ignored in policy imple-
mentation and debate (Boczy et al., 2021). To date, the emphasis on social
investment has been formulated at the national and supranational levels. More
to the point, programs that invest in people’s capabilities have been designed
at the national level with the financial assistance of the EU (ibid). As a result,
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sub-national and local levels have not been seriously taken into account in the
design and implementation of social investment policies. This serious flaw can
jeopardize territorial cohesion across national territories (ibid). This means that
a non-territorialized social investment policy can not only create obstacles to
territorial cohesion but also increase spatial disparities. Accordingly, what we
need is a place-sensitive (Boczy et al., 2021) social investment approach that is
not generic or a-spatial but instead tailored to the needs of different regions,
areas and localities, etc. — a place-based social investment policy.

Conclusions: Coherence between social investment and
territorial cohesion policies

The EU territories are experiencing a period of rapid and significant change as a
result, among others, of the 2008 and 2020 (Covid-19) economic crises resulting
in persistent spatial inequalities (lammarino et al., 2019; Bailey et al., 2020). In
this context, European Cohesion Policy, with its focus on economic, social and
territorial policy aspects, is increasingly gaining attention and significance. This
chapter aimed to reveal existing connections between the policy concept of ter-
ritorial cohesion, the normative idea of spatial justice and the social investment
approach. As we argued, territorial cohesion as the equal provision of ‘services
of general interest’ (spatial justice), is close to the aims of the social investment
approach. Both aspire to help people live dignified lives in the places where they
happen to reside. Nevertheless, the social investment approach is not so much
about parity of access to services as it is about strengthening people’s capabil-
ities to participate fully in economic and social life. However, a place-based
social investment policy is closer to the aims and objectives of territorial cohe-
sion; there are many commonalities between a place-based social investment
approach and the goals of territorial cohesion as spatial justice.

The question that arises in the current, complex and volatile EU environ-
ment is how to implement European and national policies to decrease spatial
disparities, promote territorial cohesion and foster economic development. In
this paper, we suggested that social investment and territorial cohesion poli-
cies should work together in a coherent and mutually reinforcing manner. This
means that policy efforts should work synergistically and not as adversaries. To
that end, we probably need a place-sensitive social investment approach - a set
of policies that are place-based and complement the aims and objectives of ter-
ritorial cohesion.
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Chapter 2 A social investment approach
for place-sensitive services: What is
the potential impact on territorial inequalities?

Abstract: This chapter presents the Social Investment (SI) approach to social policy and
service provision, which considers social policies productive factors that combine social
inclusion and economic competitiveness. The territorial dimension has not been exten-
sively explored within the SI debate. Because of the potential impacts on regional and
territorial inequalities, local specificities and multilevel governance structures should be
considered in research framed by SI. In the following chapter, we begin by describing
the Social Investment (SI) approach through a review of the origin, policy strategies and
criticisms leveled at SI. Subsequently, we reflect on the territorial dimension of these
policies. This dimension results from the interaction between several factors including
reliance on the provision of capacitating services, the process of rescaling, the persis-
tence of spatial disparities in Europe, and the characteristics of the emerging knowledge
economy. Finally, we explore the relationship between place-sensitive Social Investment
and Territorial Cohesion.

Keywords: Social Investment, New Social Risks, Welfare, Territorial Cohesion, Social
policy, Service delivery.

Introduction

Given the changing nature of social risks that follow far-reaching structural
changes in the economy, technological development, and demographic trends,
post-industrial welfare states face increasing pressures (Esping-Andersen, 1998).
Social protection has become more challenging using traditional and mostly
insurance-based policy tools due to the less predictable nature of new social
risks. For instance, fragmented working biographies, i.e. alternating temporary
and non-standard employment with periods of unemployment, make it more
difficult to fulfill requirements for insurance time-based unemployment benefits
and to receive adequate pensions. Moreover, sluggish economic growth, high
levels of public debt and austerity measures prioritize cost-containment by cut-
ting or recalibrating welfare expenditures and arrangements (Hemerijck, 2013).
Against this background, Social Investment (SI) emerged as a policy perspec-
tive supporting the relevance of the welfare state in employing public resources
to foster “productive” social policies, to combine social inclusion and economic



48 Ruggero Cefalo et al.

competitiveness at the end of the 1990s (Esping- Andersen et al., 2002; Morel
etal., 2012).

Despite the recognition that SI policies rely strongly on the provision of
capacitating services implemented at the local level (Morel et al., 2012), research
on territorial implications of SI is limited (Kazepov & Cefalo, 2022). This gap is
in contrast with the local characterization of the new social risks (Ranci, 2010),
which are closely linked to contextual factors. In addition, the neglect of local
dimensions in debating and planning SI policies underestimates the increasing
relevance of sub-national governance levels in policy provision. For this reason,
our contribution attempts to understand the possibilities of adopting a territori-
alized SI. By doing so, we mobilize concepts such as social inclusion, territorial
cohesion, and economic growth in a multi-scalar setting (Kazepov, 2010). This
chapter aims at reflecting on the territorial features that affect the implemen-
tation of SI policies and, consequently, whether these policies are adaptable to
territorial specificities. Approaching these issues means inevitably considering
the complexity of multi-scalar governance alongside the territorial divides that
characterize European countries, therefore dealing with the issue of territorial
cohesion (Cordini et al., 2021).

Sections 1-2 will first describe the Social Investment (SI) approach. Beginning
with the relationship between welfare states and changing societal challenges, we
review the origins, policy strategies and criticisms levelled at SI. Subsequently in
section 3, we reflect on the territorial dimension of these policies, arguing that
this dimension emanates from the interaction between several factors, including
the reliance on service provision, the process of rescaling, the persistence of
spatial disparities in European territories, and the characteristics of the knowl-
edge economy. Finally, in section 4, we explore the relationship between place-
sensitive Social Investment (SI) and Territorial Cohesion (TC) (Medeiros, 2016;
Marques et al., 2018) to analytically connect service provision and territories.
The SI approach benefits from the TC lenses of regional specifics, and, more
importantly, SI becomes more effective when there is sensitivity for regional dis-
parities and balancing socio-economic development.

New social risks and the emergence of the social investment
state in Western Europe

Western European welfare states developed to maturity during the post-war
“golden age” During the “mid-century social compromise” (until the early
1970s), industrial capitalism, liberalism and citizenship achieved a balanced
institutional configuration in Western Europe: favorable economic conditions
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allowed for mitigation of social conflicts through the increased distribution of
income and services among social categories. This period resulted in expanding
welfare policies and the wide diffusion of well-being (Amable, 2016). Starting
from the mid-1970s, however, profound socio-economic changes and the
mutating landscape of new social risks (Ranci, 2010) brought pressure to bear on
the constrained traditional configuration of social protection systems. During
their silver age (Taylor-Gooby, 2004), the European welfare states experienced
complex reforms of recalibration and retrenchment. This period was charac-
terized by an increase in selectivity and marginality of social policies regarding
family and the market as sources of comprehensive welfare (Saraceno, 2015).
Some authors also stressed the emergence of common directions of change in the
process of “recalibration” (Pierson, 2002) of welfare policies: cost-containment
measures aimed at limiting current and future social spending; activation pol-
icies reduced dependency on the state and increased individual responsibility;
territorialization mechanisms affected different scales of governance and types
of actors involved, bringing sub- and supra-national governance levels to the
fore (Kazepov, 2010).

Against this background, the relationship between welfare efforts and socio-
economic performance was extensively debated in sociological and economic
literature. Okun (1975) shaped this relationship according to a “big trade-
oft” between equality and efficiency. Redistribution operated via welfare state
programs to reduce inequality and poverty was viewed as potentially harmful to
economic growth due to the distortions in the labor market and wages shaped
by a comprehensive social provision, labor market regulation and progres-
sive taxation. Thus, high levels of social expenditure would be linked to stag-
nating competitiveness due to lower labor supply, higher unemployment and
less investment in training. Iversen and Wren (1998) described the relationship
between welfare and economic growth as a “trilemma” between the policy goals
of employment creation, wage equality and budgetary restraint. They argued
that welfare states could successfully pursue at most two of these policy goals
simultaneously. If priority is given to budgetary restraints and cost containment,
employment growth can be accomplished mainly in the private sector but only
at the cost of increasing wage inequality. The latter could be generated only in the
public sector for governments pursuing wage equality and employment growth,
but this would entail high public spending and taxation. Finally, welfare states
committed to equality in wages but not willing to finance public employment
expansion due to budgetary constraints would face the prospect of low levels
of employment creation in a context of de-industrialization. The core argu-
ment lay in the tertiarization and de-industrialization processes as the engine
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of employment growth. However, in service sectors with a strong component
of interpersonal interaction, productivity gains are meagre (Esping-Andersen,
1998). Recently, Wren (2017) reviewed her argument starting from the evidence
of a significant contextual change in the economic domain, i.e. the expansion
of high productivity, ICT intensive, trade service sectors that could poten-
tially reduce the starkness of the service economy “trilemma” This economic
transition to the knowledge-based or globalized learning (Lundvall & Lorenz,
2012) economy has further implications: the relevance of education and institu-
tional formation systems in managing adaption of the workforce to navigate the
dynamics of service sectors/economies.

Against this background, the SI approach emerged at the end of the 1990s
as a normative approach to counterbalance neoliberal trends of austerity pol-
icies promoting retrenchment in welfare expenditure (Morel et al., 2012;
European Commission, 2013). In the SI approach, the welfare state is viewed
not as an obstacle but rather as an actor of coordination, promotion and stimu-
lation of economic development (Giddens, 1998; Esping-Andersen et al., 2002).
The expansion of the public service sector is argued to have direct effects on
public employment creation and also indirect effects (via skill formation) on
high value-added private service sectors. For example, increasing investments
in tertiary education and specifically in strategic courses (like ICT) would feed
the skill-intensive job demand in the service sectors, resulting in more high-
skilled workers and increased economic competitiveness. Therefore, high public
spending can be associated with employment and economic growth, thus
assuring the sustainability of the welfare state: as more people work with good
earnings, providing resources to the welfare state (see Hemerijck et al., 2016).
In social-democratic welfare regimes, substantial public investment in educa-
tion and protection of wages are simultaneously associated with lower levels of
inequality and the pursuit of a high productivity growth strategy. In turn, the
high productivity reduces the tax burden on both individuals and firms for
public service provision (Hemerijck, 2017).

Early contributions, such as Esping-Andersen and colleagues (2002), refer to
the SI perspective within a positive theory of the (nation) state. Herein, the state
administration should assume both a redistributive function that provides social
protection to citizens in need, as well as a capacitating function through services
promoting human capabilities and work-life balance. From the SI perspective,
the development of human capital through education and training represents
the core of a policy mix that aims to prepare individuals to face new social risks,
rather than only compensating them when they already have already experi-
enced these fallouts (Hemerijck et al., 2016).
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The SI approach can be viewed as a paradigmatic change in social policy
research and practice. Policy interventions should shift from protection to
prevention, preparing individuals to face the less predictable and changing
configurations of new social risks. This shift could be achieved by adopting a
life course perspective, promoting the development of skills and human capital
through (lifelong) education and training, participation in the labor market in
high-quality jobs, work-life balance, and female employment. However, the SI
approach should not support the substituting conventional income guarantees
(such as minimum income schemes and unemployment benefits). Instead, the
minimization of poverty and promotion of income security is a precondition for
the effectiveness of SI policies (Esping-Andersen et al., 2002).

The ambitious goals of SI have to be pursued through a comprehensive policy
mix (Solga, 2014), broadly encompassing education policies, labor market pol-
icies, poverty alleviation policies and family policies. Broadly speaking, the fol-
lowing types of policies have been described as coherent with the SI approach
(Hemerijck et al., 2016):

o Education and training policies (e.g., policies addressing coverage, quality and
accessibility of Early Childhood Education and Care (ECEC); coverage, at-
tainment and quality or achievement in primary education, secondary and
vocational education and training, tertiary education, and lifelong learning)

o Selected labor market policies (e.g., generous but short-term unemployment
benefits, availability and accessibility of training programs, employment serv-
ices and active labor market policies directed at employment growth and
avoiding the depletion of skills)

o Poverty alleviation policies (e.g. social assistance and minimum income,
housing benefits and general policies aimed at equal opportunity and poverty
reduction)

o Employment-centered family policies (e.g. parental leave policies and other
work-family life reconciliation measures, coverage and accessibility of ECEC).

By investing in people, combined with traditional social protection, welfare sys-
temsbecome more sustainable as theyadapt to new socio-economic developments
and meet the needs of future generations (Cefalo & Kazepov, 2018). Social pol-
icies under the SI approach should both protect individuals from the perils of
the labor market and prepare them to navigate an ever-shifting society in the
expectation that positive results at both individual and societal levels will be
achieved. In fact, by enabling individuals to participate in the labor market (indi-
vidual level), these policies promote the increase of national income and reduce
long-term reliance on social benefits. Accordingly, these policies could lower
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budgetary pressure and encourage new forms of business investment (societal
level). SI strategies aim not only at creating employment but at creating high-
quality jobs. These are jobs that have stable and good working conditions as well
as adequate remuneration (Nelson & Stephens, 2012). Moreover, SI advocates
for equal opportunities, with particular attention to gender issues: work-family
reconciliation policies are needed to foster both the cognitive development of
young children and the participation of mothers in paid work (Hemerijck et al.,
2016). Therefore, the SI approach addresses key challenges of new labor markets
and tries to tackle old and new inequalities that traditional welfare policies
struggle to mitigate.

Overall, the SI approach implies a shift in the social protection focus, from the
collective or assumed homogenous social group to the individual. This aspect
may also mean that responsibility is put more onto the shoulders of “individuals”
(Cantillon & Van Lancker, 2013). Herein, the role of social protection within the
SI approach is vital, following two opposite interpretations (Morel et al., 2012).
From a more liberal view, SI should replace the traditional forms of social pro-
tection. Individuals, thanks to their human capital, are considered able to cope
with the downfalls of new social risks or transition periods. Or, as in the model
followed by Scandinavian countries, SI and traditional forms of social protection
should be implemented together since income security is a precondition for an
effective SI strategy (Esping-Andersen et al., 2002).

This constitutive ambiguity of the SI perspective is also manifest in the varie-
ties of SI reforms and trajectories displayed across countries (Garritzmann et al.,
2017). Meaningful progress and innovations coherent with the SI paradigm have
been identified in a broad range of countries primarily located in Western-Central
Europe, for instance, in Scandinavian countries, Austria, Belgium, Germany and
the Netherlands (Hemerijck, 2017). The CEE region has experienced different
path-dependent or path-breaking trajectories in the development of their welfare
states. This variation is also reflected in SI reforms. Important signs of progress
towards SI policies have been part of welfare developments in Slovenia; catching-
up trends have been identified in Hungary, Poland, and Slovakia. Conversely,
according to Bouget et al. (2015), countries like Romania, Bulgaria and the
Baltic States have been falling behind in several SI policy fields, mainly because
of austerity-retrenchment measures enacted after 2010 (Hemerijck, 2017).

Critiques of social investment

Even though SI aims to uplift individuals and societies, some pitfalls need to
be considered. Critical literature on highlights shortcomings and difficulties
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of SI approaches to social policies. The SI perspective has been widely debated
on various levels which address its underlying principles (Saraceno, 2015); its
contextual preconditions at the interface of education systems, labor markets
and welfare states (Kazepov & Ranci, 2016); and the ambiguous outcomes of
SI interventions in terms of reducing inequalities (Cantillon, 2011). A narrow
SI focus on activation and cost-containment could potentially ignore increasing
poverty (Nolan, 2013), thus leading to an approach governed by neoliberal
market-driven logic. If the economic impact becomes the dominant consider-
ation for expenditure, program design, policy targets, and social spending, it
risks becoming limited to the fields that are able to demonstrate an immediate
economic return. The paradoxical result can be an increase in inequalities via
social policies, as following the SI approach could give less value to social sus-
tainability goals that are not pertinent to economic rationality. In greater detail,
according to Cordini et al. (2021), three main arguments arise to discuss the SI
perspective critically (Cantillon & Van Lancker, 2013):

(1) Excludingless or non-productive people and people outside of labor markets
(e.g. frail people, people with disabilities and/or chronic illnesses): In the SI
approach, participation in the labor market is the key for social inclusion.
For example, non-employed persons in charge of taking care of “family”
dependent members are at risk of poverty and social exclusion even more
under the SI scheme (Saraceno, 2015).

(2) The complexity of individual responsibility: Putting responsibility at the
center of SI potentially fosters conditional and disciplinary policies. Given
the thin line between (a lack of) effort and societal circumstances, defining
individual responsibility is neither simple nor straightforward. “A narrow
view of responsibility denies the context-specific nature of human agency
and the unequal distribution of opportunities, which in itself shapes the
range of choices open to people” (Cantillon & Van Lancker, 2013, 7).

(3) Cementing inequalities (Matthew effect'): Under the “Matthew effect”,
social groups with already high socio-economic status benefit the most from
SI policies (Bonoli et al., 2017). Without careful policy design, SI would for-
tify social inequalities instead of re-vitalizing social mobility. Childcare pol-
icies are an explicative example of this effect: most childcare services are

1 The phenomenon that social policies might benefit middle and higher-income groups
has been labeled as the Matthew Effect in reference to a verse in the gospel of Matthew;
in popular discourse, it is summarized as: the rich get richer, the poor get poorer
(Bonoli et al., 2017).
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only available to those families with two already working parents. However,
dual earner-ship is not equally dispersed. Lower-income households with
only one parent working (full-time) will be more likely to be excluded from
these rationed services. In these ways, investment in education and child-
care may exacerbate inequalities and existing divisions between different
socio-economic groups (Di Stasio & Solga, 2017) and among territories
(Sabatinelli & Semprebon, 2018).

Failures of the SI approach have been usually interpreted as a consequence of
faulty implementation or interpretation (Abrassart & Bonoli, 2015). However,
Solga (2014) has observed that the feasibility of SI strategies depends on the
specific interdependencies among the education system, the labor market and
social inclusion policies. Kazepov and Ranci (2016) similarly highlight how SI
policies need a set of preconditions to fulfill both economic and social inclusion
goals. Their work suggests that sometimes, as in the Italian case, SI policies not
only did not reach their goals but have even had perverse contradictory effects
in the absence of the necessary preconditions. Some contextual preconditions
identified as necessary for SI policies to work effectively are that the education
system and labor market should share the same orientation towards high skill
employment and work interdependently. Moreover, both households and labor
markets should show relatively high levels of gender parity to avoid gendered
Matthew effects in care-work conciliation and work-life balance. Labor market
and social protection systems should strive to provide people with opportuni-
ties for requalification and by ensuring good quality employment, prevent social
exclusion.

Territorial challenges in the provision of SI services

As noted in the previous section, Kazepov and Ranci (2016) stress the neces-
sity to enrich the knowledge on SI impacts by looking at contextual and insti-
tutional preconditions structuring the interface between the labor market, the
welfare state and the education system. Aside from a policy focus, this also calls
for the adoption of territorially differentiated approaches as national, regional,
and to some extent, local contexts have vital implications for SI service provi-
sion. Territorial scales and local socio-economic structures influence policy
interdependencies and play a key role in strengthening differentiated patterns of
TC (Hemerijck, 2017). However, despite the recognition that SI policies can only
be implemented at a local level - as they strongly rely on services and in-kind
benefits provision (Morel et al., 2012), research contributions specifically focused
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on the territorial dimension of SI are limited. This deficit calls for adopting a ter-
ritorially differentiated approach to spatialize SI and its implication for economic
growth and territorial cohesion. Along this line, Kazepov and Cefalo (2022) and
Cordini et al. (2021) argue that the SI territorial dimension is related to the inter-
action of four main factors:

(a) The delivery of capacitating services

SI addresses the changing social risks that emerged in post-industrial socie-
ties through the provision of capacitating social services to equip citizens with
the capabilities of orientating themselves on flexible labor markets and de-
standardized life courses. This focus is the reason SI advocates for resources to
be invested in, amongst other components, childcare, education and training at
secondary and tertiary levels, lifelong learning and active labor market policies
(Hemerijck et al., 2016). SI policies, as strongly reliant on service provision, are
better managed and provided at a local level, closer to the scale at which the
needs arise, as they carry the possibility of being more context-sensitive than
centrally designed, nationally standardized schemes. The local level is consid-
ered the ideal dimension to recognize and meet social needs, create networks,
and mobilize resources (Moulaert, 2013). Sub-national contexts can become
arenas for innovative solutions to social challenges (Baines et al., 2019). On the
flip side, decentralized service provision can also entail reduced accountability,
public de-responsibilization and increased territorial differences (Martinelli
et al., 2018). In the absence of a definition of enforceable social rights and/or
minimum intervention standards, local policy innovation may further increase
inequalities among citizens, depending on where they reside. Therefore, the
impact of service delivery on territorial differences must be considered when
looking at the outcomes of SI strategies.

(b) The process of institutional rescaling affecting European
welfare states

Differences in the institutional settings exist not only between but also within
countries. Specific processes of territorial reorganization of social policies began
developing at the end of the 1970s (Kazepov, 2010). Overall, subsidiarization
and European integration redesigned the role of the central (nation) state gov-
ernment and administration. At the same time, these processes attributed more
relevance to supra- and sub-national scales of governance. The definition of sub-
sidiarity implies that matters should be handled by the smallest or lowest com-
petent authority, meaning that the central state administration should perform
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only those tasks that cannot be performed effectively at a lower level. The cen-
tral role of local scales and cities brought about the development of local wel-
fare systems (Andreotti et al., 2012; Ranci et al., 2014). In turn, this gave rise to
different profiles of persons in need; varying mixes of actors, interventions and
stakeholders involved as well as diverse approaches for social policy provision.
Rescaling dynamics can create the conditions for developing effective and local-
ized solutions to social needs, yet they entail some critical aspects. Sabatinelli
and Semprebon (2018) observed that rescaling reforms have not always brought
about a balanced attribution of responsibilities among the various institutional
levels involved in the regulation, financing, planning and provision of social
services.

Moreover, re-allocation of these functions has not always been accompanied
by an adequate parallel attribution of resources. Finally, in some countries, the
central state has recently regained a more prominent role in steering policies
(Kroger, 2011) sometimes due to the 2008 economic crisis and following austerity
measures or, most recently, the COVID-19 pandemic. Overall, cities and local
welfare actors are entry points into structures of multilevel governance, which
can provide investment-related interventions. Looking at local distributions of
welfare in view of downward rescaling as well as re-centralization trends fur-
ther stresses the need to de-construct the assumed internal homogeneity of SI
approaches (Morel et al., 2012).

(c) The persistence of spatial disparities amongst sub-national
territories

As stated in the 7th European report on economic, social and territorial cohesion
(Dijkstra, 2017), from 2008 onwards, regional disparities in employment and
unemployment rates widened, as did those in GDP per head. The divide between
stagnating, industrialized, remote regions and privileged productive ones, typi-
cally metropolitan areas (Medeiros, 2016), has been complicated by the impact
of the Great Recession: Several capital metropolitan regions have been severely
hit, while some rural and intermediate regions have displayed more resilience
(Charron et al., 2014). All in all spatial disparities in socio-economic conditions
remain highly pronounced (Iammarino et al., 2018). For instance, EU regions
where young people experience more difficulties entering the labor market tend
to cluster close to each other (Cefalo et al. 2020). These findings have also led
to the identification of low-income and low-growth regions, as well as Inner
Peripheries (ESPON, 2017a), characterized by a combination of disadvantages,
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ranging from economic and demographic conditions to access to services and
connectedness of relevant social networks. Scholars recognize that high levels
of spatial disparities and economic polarization threaten general economic pro-
gress and social cohesion (Barca, 2009; Barca et al., 2012). Equal opportunities
and reduced inequalities are crucial to realizing the potential of citizens and
are also at the core of the SI perspective (Hemerijck, 2017). However, spatially-
blind SI interventions may even produce new social inequalities or aggravate
existing ones.

(d) The characteristics of the expanding knowledge economy

SI emphasizes skills development and facilitation of employment, especially
in the context of expanding knowledge economies (Lundvall & Lorenz,
2012). The concept of a knowledge economy comes with particular territorial
implications (Boczy et al., 2020), as it entails a high demand for specialized
and highly skilled labor, such as engineering, information, and communica-
tion technologies. Knowledge economies also generate spill-over effects for
creating jobs in related sectors and foster the upskilling/skill-improvement
of workers, emphasizing the role of higher education and vocational training
in the provision of updated and advanced competencies (ESPON, 2017b).
However, technological developments (Kalleberg, 2009) and regional innova-
tion tend to reinforce territorial divergence in remuneration and employment
opportunities. In the current European context, innovation and employ-
ment growth are still concentrated in a limited number of north-western
but mainly central-axis regions. There, virtuous circles of good interregional
connections, a highly skilled labor force and an attractive business environ-
ment allowed neighboring regions to benefit from their/metropolitan/urban
proximity. Large metropolitan areas and their suburbs are centers of agglom-
eration, specialization and cumulative advantages that demonstrate strong
dynamism regarding income and employment creation (Medeiros & Van der
Zwet, 2020). Less competitive regions are challenged by brain-drain dynamics
that often depend on returning in-flow of remittances (ESPON, 2017b; Cefalo
et al., 2020). Conversely, many southern and eastern EU regions are charac-
terized by a lack of innovation, brain-drain dynamics and lack of employ-
ment opportunities, as well as high youth unemployment and NEET rates
(Dijkstra, 2017). Overall, knowledge diffusion has not been strong enough to
provide better opportunities for people remaining in lagging-behind regions
(Iammarino et al., 2018).
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Towards place-sensitive services and policies: The concept of
territorial cohesion

As outlined in the previous sections, neglecting the territorial articulation of SI
may lead to ineffective interventions or even the reproduction of inequalities
and disadvantages, thus negatively affecting cohesion within and across terri-
tories. Without place-sensitive interventions (Barca et al., 2012), which should
re-vitalize the socio-economic status of weaker places, we can assume that a
socio-economic downward spiral will widen social, economic, and political dis-
parities at a regional level. This issue correlates the debate on SI and its lack
of spatial sensitivity with the literature on territorial cohesion (TC, see Cordini
etal., 2021).

Locally based conditions can render investment policies effective (or inef-
fective), which means that deprived territories, where the positive impacts of
SI services are most needed, are also those territories in which the capacity to
develop effective capacitating services are likely limited/restrained. Institutional
settings and economic conditions contribute to determining the capacity or the
lack of it in implementing SI policies successfully. For instance, the scarcity of
funds (as an institutional feature) associated with low employment rates or the
lack of innovative firms, render the implementation of SI policies useless or even
counterproductive.

A place-sensitive SI approach should include territorial diversity and its
consequences as a highly significant trait of the analytical frame of inequalities
and social policies, especially in post-industrial economies. A multi-scalar ap-
proach is needed to implement effective SI policies that adapt to the specific
socio-economic conditions at local levels (Kazepov & Cefalo, 2022). The risk of
neglecting the focus on the local features is widening the territorial divide within
regions. On this specific point, SI is likely to intercept the TC debate.

Although TC is most often used within spatial planning contexts (Abrahams,
2013), it represents an inter-disciplinary concept of socio-economic develop-
ment, especially within the EU. The EU Territorial Agenda 2020 indicates this
special focus in the very beginning of the document by stating that “territorial
cohesion is a common goal for a more harmonious and balanced state of Europe”
(European Commission, 2011). While the overall concept of social cohesion is
a broad issue for EU institutions, TC references more concrete issues of terri-
torial inequality that aim to overcome a divergent EU. The debate on territorial
cohesion and spatial inequality (Barca, 2009; Bohme et al., 2011) recognized that
regional inequalities strongly influence individual well-being and opportuni-
ties to combat new social risks. Consequently, reinforcing economic and social
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cohesion by reducing disparities between regions is a clear objective of EU poli-
cies (Faludi, 2013; Medeiros, 2016). As part of this broader objective, TC is about
ensuring people are able to mobilize the inherent features of the areas in which
they reside to achieve both economic growth and social justice. According to
the TC view, no European citizen should be disadvantaged regarding access to
public services, housing, or employment opportunities simply by dwelling in one
region rather than another. Still, there is no coherent definition of TC within the
main EU documents on the topic (European Commission, 2008, 2010, 2011,
2014). Accordingly, adaptation and implementation processes of the concept
into concrete strategies on national and sub-national levels differ (Marques
etal., 2018).

According to Humer (2013), territorial cohesion refers to the territorialized
provision of Services of General Interest (SGI). Equal access to SGIs and par-
ticularly infrastructure is crucial for a balanced economic and social resource
distribution. Apart from planning perspectives, the connection between TC and
spatial justice is also apparent in EU documents (European Commission, 2008,
2011). These documents describe social justice within TC presenting it almost as
a means to achieve greater cohesion within the EU. Investigating regional devel-
opment documents on TC in the case of Portugal, Marques et al. (2018) filtered
the most relevant EU documents on the topic. They devised with four dimensions
of territorial cohesion. For others, such as the ESPON KITCASP (Daly et al.,
2013) project, the aim in defining TC was to point out policy indicators for mea-
suring TC. In this work, the Espon Kitcasp identified four policy themes rele-
vant to spatial planning and TC. Medeiros (2016), on the other hand, suggested
a comprehensive definition due to the relevance of the TC to the EU cohesion
policy, containing four political dimensions. The COHSMO project integrated
these definitions of TC to further discussions both in terms of research and
political dimensions. Even though conceptual work is currently incomplete, the
discussions on TC already indicate common denominators.

A territorialized SI approach bears some similarities to the concepts of TC
particularly in the way territorialized SI emphasizes inclusion (cohesion) and
competitiveness (balanced and polycentric development), as well as the impor-
tance of complementarities resulting from multi-scalar interaction of public and
private actors (vertical and horizontal coordination). Literature on TC suggests
that an integrated approach is needed to achieve a more balanced and sustain-
able development - both in socio-economic and ecological terms (Daly et al.,
2013; Faludi, 2013; Medeiros & Rauhut, 2018). This perspective implies better
coordination between sectoral policies at horizontal and vertical levels (Marques
et al,, 2018). A place-sensitive SI approach can contribute to such an integrated
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Table 2.1. Definitions of territorial cohesion.

‘Working Definitions of Territorial Cohesion

COHSMO | Balanced | Polycentric Place- Empowering | Integration
(2019); develop- | development based of regional | & coor-
Cordini ment & and advance- approach | governments | dination
etal accessi- ment of (urban) with EU- between
(2021) bilityto | economic multi-level | policies
services | growth governance
system
[political | [vertical col- | [horizontal
participa- | laboration] | collabora-
tion] tion]
Marques | Social and | Diversity and Territorial Organization | Territorial
etal. territorial | Specificity of ter- Governance
(2018) solidarity | ritorial policies
and equity
Dalyetal. | Social Economic Integrated Spatial Development Environmental
(2013) Cohesion | Competitiveness Resource
and and Resilience Management
Quality of
Life
Medeiros | Social and | Polycentrism Cooperation/Governance Environmental
(2016) Economic Sustainability
Cohesion

Source: Cordini et al. (2021).

approach and increase coordination between sectoral policies (even across
nation-state boundaries) due to its focus on facing new social risks both individ-
ually and collectively.

TC and SI both attempt to strengthen economic competitiveness while simul-
taneously increasing individual well-being. For SI, economic competitiveness
and increased participation in labor markets are the means to sustain crucial
welfare services. For TC, boosting welfare services is more implicit than explicit
in the goals of polycentric and balanced development, the utilization of existing
territorial assets, and in improving access to specific SGIs, e.g. ECEC or educa-
tion facilities. Successfully implementing these goals may boost local economies,
help to uplift lacking regions and equip these territories and their residents with
the necessary means to provide for residents equally.

However, the TC and SI differ in their analytical levels: Where SI focuses on
individual life courses and well-being for a population, looking at social poli-
cies to increase opportunities for individuals and consequently social groups, TC
targets spatial units, regions and their collective (socio-economic) development,
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looking at infrastructure and resource distribution to provide balanced socio-
economic development. Still, the two ideas meet again to thrive for more (spatial)
equality in socio-economic developments. Territorializing SI means incorpo-
rating institutional specificities and territorial assets to better understand the
local impacts of socio-economic policies. From a policy design standpoint, it
means looking at multilevel governance arrangements and territorial specificities
for implementing effective SI policies. Benefitting at first individuals, in turn,
SI should affect the collective, regional socio-economic development positively.
Therefore, the SI approach complements the more infrastructure-focused TC
regional planning concept. Conversely, the SI approach benefits from the TC
lenses of regional specifics and, more importantly, the focus on balancing socio-
economic development by including a sensibility for regional disparities.

Conclusions

SI advocates claim that creating virtuous circles helps produce win-win returns
in terms of social cohesion and economic growth (Hemerijck, 2017). However,
the success of a comprehensive SI strategy lies in locally specific contextual
conditions and multi-scalar institutional arrangements (Kazepov & Cefalo,
2022). Territorial-related variables may foster or hinder SI strategies. Hence,
local specificities within multilevel governance structures should be considered
in the conceptual frame of SI research and interventions by assuming context-
and place-sensitive analysis. A context-sensitive SI approach aims at promoting
inclusive growth across different contexts, avoiding the reproduction of existing
inequality structures through one-size-fits-all policy solutions. Incorporating
the SI approach, the existing lens of TC assists in becoming sensitive to territo-
rial disparities in opportunities and access.

Notwithstanding analytical differences, TC and SI meet to strengthen eco-
nomic competitiveness while simultaneously increasing social inclusion and
individual well-being (Cordini et al., 2021). Research on TC suggests the need
for an integrated approach to pursue a balanced and sustainable development;
this requires improved coordination between sectoral policies at horizontal
and vertical levels. A place-sensitive SI strategy can contribute to an integrated
approach and help increase coordination between measures and policy fields.
Under a territorialized SI approach, economic competitiveness and increased
participation in labor markets should pave the way for sustainable welfare states
in all regions to mitigate territorial imbalances. Investigating territorial diver-
gence through the lens of territorialized SI focus opens up the debate on specific
local inequalities and policies to counteract them.
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Part IT Social investment policy challenge in a
small-scale country: Interventions,
governance and services provision
in the Lithuanian case

The second part of this book elaborates the framework for implementing a
social investment policy approach in Lithuania. The chapters discuss the appro-
priate policy interventions at municipal level, policy design, and governance
mechanisms citing the cases of three social investment policy intervention
fields: vocational education and training (VET), early childhood education and
care (ECEC) and active labor market policy (ALMP). Firstly, the assessment of
territorial inequalities and related socio-economic and demographic indicators
is important to identify the contextual framework that enables the implemen-
tation of territorially fitted social policy tools and measures (Chapter 3). The
second part of the book elaborates in detail the selected social investment policy
interventions and designs that are aligned with the local context in selected
Lithuanian urban, suburban, and rural municipal cases (Chapters 4-6). The
chapters ask if the place-based approaches are feasible apropos coordination
across governance levels, policy goals, service provision and different stake-
holder involvement in territorial governance. Unsurprisingly, the analysis
of institutional design and governance options remains imperfect due to the
ongoing country level debates on welfare state provisions, institutional comple-
mentary and adaption to crucial changes to solve demographic decline, enhance
the role of family and gender, and foster economic development, amongst
other external factors. A social investment paradigm as an emerging political
framework requires strong compromise between political interests and socio-
economic development in territories.
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Chapter 3 Territorial profiles: Spatial
inequalities and the importance of socio-
economic differences

Abstract: This chapter examines the national body of literature on territorial inequalities
and spatial differentiation in terms of socio-economic development in rural and urban re-
gions. The assessment of regional development should be premised on a robust methodical
framework that grasps the dynamics of several inter-related indicators such as demographic
change, economic performance and labor productivity, public health, education and social
exclusion and other quality of life parameters. In this chapter, we focus on the territorial
inequalities in Lithuanian urban and rural regions and provide an overview of the socio-
economic differentiation at municipal level. In addition, the chapter reveals that focus on
economic parameters and demographic indicators might limit the options to re-arrange
the territorial development notion along the lines of social investment policies. The critical
argument stretches the limits of bridging territorial development indicators and welfare
policy instruments for more sustainable regional growth. Finally, we present the method-
ological notes on case study selection for researching diverse urban, suburban, and rural
municipalities as empirical background for social investment policy analysis.

Keywords: territorial inequalities, territorial development, spatial differentiation, social
investment policies, municipalities, Lithuania.

Introduction: Talking over territorial
development policy in Lithuania

In the heated debate on the territorial differences and territorial sensitivity in
relation to social investment strategy, various political positions feature in the
case of Lithuania. On the one hand, the national regional development poli-
cies tend to focus on economic growth and regional competitiveness. On the
other hand, questions arise as to the contextual local-based conditions for social
investment policies, and possible progress registered in identifying territorial
differences. Although territorial diversification assessment is important to en-
able social investment (SI) policies as an effective welfare provision mechanism,
it mostly remains silent in public discourse.

A review of Lithuanian academic bibliographies uncovers the specificity of
the national political tradition which conceptualizes territorial development
policy as part of economic growth policy rather than linking it to welfare state
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provisions. Therefore, the multilevel conception of territorial cohesion that
combines economic growth, spatial justice and democratic capacities, is beyond
the scope of national policy discourse. Territorial cohesion policies, as they are
defined in contemporary political and academic discourse, only recently became
the subject of investigation. Spatial dimensions of the socio-economic develop-
ment in territories and regions receive relatively more attention in the academic
field and at the policy-making level. The rather delayed advancement is obviously
determined by the broader socio-political changes the country experienced in
the past decades. Some Lithuanian scholars argue that regional policy emerged
as the by-product of the EU accession processes, and thus was a reaction to the
external pressures, but not an integral political response to the discrepancies
in socio-economic development (Cesonis, 2012; Puidokas & Daukaité, 2013).
Others argue that regional policies existed long before the accession, however
the institutional integration into the EU catalyzed the advancement of the con-
ceptual foundations, legislation, institutional system and monitoring of the
regional policies (Burneika, 2013).

The lack of a comprehensive methodology underpinning the calculation and
assessment of the regional territorial inequality over the last two decades, is one of
the main issues in conducting this type of investigation. In the case of Lithuania,
the conceptualization and measurement of territorial development at regional
level are closely related to relatively new national regional policy which became
an issue on the political agenda since 1989. Emerging from this period, the social
and economic disparities between regions began to increase extensively, stimu-
lating the necessity for a coordinated regional national policy. One of the first
strategic documents was approved in 2005 and aimed to increase territorial,
social, and economic cohesion within the country regions (Lithuanian Regional
Policy Strategy until the year 2013). The most important goal emphasized the
imperative to reduce disparities focusing on territorial economic development
and economic performance indicators, such as employment, labor productivity
and high labor quality. However, the other related social indicators (health, edu-
cation, subjective well-being, etc.) were not carefully considered.

One of the priorities of the national strategic document on progress strategy
adopted by Seimas of the Republic of Lithuania on 15 May 2012, is to ensure
a high quality of life and employment opportunities for all citizens regardless
of the area in which they live, the upgrading and development of infrastruc-
ture and the promotion of small and medium business development in different
regions of the country (Lithuania Progress Strategy 2030, approved in 2012).
As the most important precondition, sustainable economic performance should
positively affect common regional welfare. The national strategic regional policy
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documents introduce mainly the neo-classical economic approach based on
regional economic capital and competitiveness rather than measuring social cap-
ital dimensions. Following this approach (Solow, 1956; Swan, 1956), the regions
with similar technological progress and social indicators will follow the conver-
gence path of aggregating per-capita incomes. One could summarize that this
approach which supports economic competitiveness of regions dominates the
national regional politics emphasizing economic infrastructure and economic
performance indicators rather than investing in social policies. Even though
regional income and consumption derive from the economic assets, investments
and diversified economic activities, there is a significant absence of an under-
standing of comprehensive territorial development.

Specifically, in this chapter we focus on the territorial inequalities profile
in Lithuanian regions. We provide an overview of the socio-economic differ-
entiation covering also urban/rural variability on LAU level (as for munici-
palities). Lithuania represents the case of a consolidated regional development
system with a relatively low level of municipal autonomy in fiscal, functional
and discretion terms. We focus on the main trends and processes of territo-
rial inequalities, for example, demographic processes, migration, employment,
economic development and selected educational indicators. The statistical data
reveals the evolution of socio-spatial segregation and differentiation in rural
and urban territories in the last decade (from 2008 to 2019). It should be noted
that the national research competencies both in theoretical conceptualization
and empirically based evidence are relatively inexperienced when compared to
the European territorial development studies tradition. Despite the underdevel-
opment of national research on territorial cohesion and territorial policies, we
suggest a framework for identifying contextual indicators important for social
investment policy instruments and tools. Finally, the chapter offers methodolog-
ical remarks on empirical research for selected urban, suburban, and rural local-
ities (municipalities). The empirical research represents a repertoire of diverse
social investment policy experiences, practices and tools across territories and
multiscale governance levels.

Linking contextual indicators: National experience in
measurement of territorial development

In Lithuania, the most common approach to conceptualizing territorial devel-
opment is based on the reduction of regional disparities seeking to sustain basic
infrastructure investments, for example, encouraging economic growth and
attracting foreign investments. The measurement approach monitors the changes
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of economic indicators and economic competitiveness at the regional (counties)
level. For example, research on regional growth by Cesonis who measured the
economic and social development of Lithuanian regions, relied mostly on eco-
nomic performance indicators (regional GDP, employment rate, labor produc-
tivity, material investments and a number of business entities). The evaluation
of regional economic potential becomes the most necessary and exceptional
argument for national regional policy implementation and planning agenda
(Cesonis, 2012). Other researchers (Snieska & Bruneckiené, 2009; Bruneckiené,
2010) provide a more complex regional competitiveness index comprising
multiple indicators such as (1) factors of production conditions (human re-
sources and human capita, physical infrastructure, and geographical position),
(2) regional demand (size of local demand, size of export market) and (3) factors
increasing the competitiveness of regionally based companies. The competitive-
ness assessment results of Lithuanian regions demonstrate that the demographic
structure, infrastructure and availability of education, and the extent of export
markets exert the predominant influence on such competitiveness (Snieska &
Bruneckiené, 2009). However, the proposed national regional competitiveness
index does not directly indicate the extent of territorial inequality measuring
economic and social outcomes, such as education, labor market participation,
health and well-being. The White Paper of 2017-2030, proposes ideas for the
development of balanced regional development, which state that every inhab-
itant of the country, regardless of their place of residence, must be guaranteed
high-quality access to public services not more than a half hour’s journey from
home (The White Paper on Lithuanian Regional Policy, 2017, p. 6-7). However,
the concept of sustainable development raised in the above-mentioned docu-
ment raises many debatable questions for example whether all services should
be distributed evenly throughout the country, because the population, density of
the territory, etc. should be carefully considered, and even regional development
is not appropriate (Baranauskiené, 2021).

A further section of the national research investigates economic and social
development in rural areas, focusing on measuring multiple human and social
capital indicators (demographics, migration, ageing, health, level of education,
unemployment, and average gross monthly earnings) (Pareigiené & Kuliesis,
2011a, 2011b). Researchers argue that the combination of various social and
human capital indicators may potentially reveal disparities in Lithuanian rural,
semi-urban and urban areas. Social geographers focus extensively on mea-
suring demographic structure and changes in separate urban and rural regions
emphasizing intensive depopulation and de-urbanization trends. Sparsely pop-
ulated territories are considered one of the greatest threats to both sustainable
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economic performance and quality of life parameters (Kriau¢itinas & Ribokas,
2012; Kriau¢ianas & Daugirdas, 2013; Ubareviciené et al., 2016). For example,
a combination of parameters of social segregation, dissimilarity, and isolation
from the 2001 to 2011 censuses were used in a study by Burneika, Ubarevi¢iené
and Valatka (2015). The researchers attempted to reveal different aspects of
socio-spatial segregation in the Lithuanian urban regions experiencing the
predominant occupational changes. The greatest difference in distribution of
household income and wages was observed in a capital area of Vilnius region
which generates more intense economic compared to other regions (Burneika,
Ubarevidiené, & Valatka, 2015).

In addition, Lithuanian social geographers are attentive to the spatial dif-
ferentiation of the population in the three metropolitan regions of Lithuania
(Vilnius, Kaunas and Klaipéda), where the analysis of population segregation
(spatial residence differentiation) of these three metropoles is presented in detail
and includes: demographic, socio-economic, national territorial differentiation,
electoral residency differentiation (Burneika et al., 2017). There is in addition,
a newly formed typology of the level of Lithuanian urbanization at the level of
elderships (LAU-2) (Baranauskiené, 2019), where urbanized, suburban territo-
ries or territories are closely connected with the city (strongly dependent on the
city administrative center) and non-urban areas. The methodology for deter-
mining the level of urbanization is based on three exclusion principles: according
to the predominant type of settlement (city or village), according to population
change in the analyzed period (positive population change is attributed to urban
areas) and according to the location of the administrative center (the administra-
tive center operates in an urban or rural type area). The typology of the level of
urbanization reveals a more realistic accounting of the country’s rural and urban
population, compared to the methodology used by Lithuanian Department of
Statistics, where only urban residents and suburban residents are classified as
rural residents (Baranauskiené, 2019, 2021).

The development of rural regions contributes to ongoing methodolog-
ical debates on how to measure the spatial differentiation and whether there
is a linkage with welfare policy provision on a multiscale level. Based on the
typology of the level of urbanization, more detailed studies of sparsely populated
areas are developed (Baranauskiené, 2021). Researchers in this field are espe-
cially cognizant of the problems of uneven regional development in Lithuania,
where aspects of socio-economic well-being were analyzed not only in the whole
country, but also detail urban and rural (peripheral) problems (Daugirdas et al.,
2019). For example, Pociuté-Sereikiené et al. (2019a; 2019b) have compre-
hensively assessed the spatial exclusion of Lithuanian municipalities including
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demographic, social and economic indicators and evaluated which municipal-
ities experience high, medium, and non-spatial exclusion (Pocitté-Sereikiené
etal., 2019a, 2019b). Referring to Baranauskiené (2021), it is important to focus
on the socio-territorial segregation of sparsely populated areas in Lithuania. Her
assessment covers the change in the number of public and private institutions
and their distribution (network) at the level of municipalities and elderships in
sparsely populated and non-urbanized areas were analyzed according to popula-
tion change and density. The analysis demonstrates that socio-spatial exclusion
affects peripheral and non-urban areas (the largest number of institutions are
concentrated in cities and larger settlements, and peripheral areas are difficult to
reach, especially for the elderly), but there are cases (at the eldership level) where
in some areas, local authorities are influencing the development of the network
of public service bodies, as population indicators are not always considered.

In summary, the indicators of urban and rural disparities are used as a most
appropriate tool for understanding spatial inequality at inter-regional and intra-
regional level. Empirical efforts to measure spatial inequalities eventually lead
to more comprehensive and integrated approaches on developing national ter-
ritorial policy design. However, we can also observe the focus on economic
parameters and demographic indicators that limit the opportunity to reconfigure
understanding of territorial development along the lines of social investment
policies. We must admit a deficiency of more comprehensive methodological
instruments for measuring territorial inequality over time.

Demographic change and (de)urbanization: Different
perspective to spatial differentiation

Encompassed in the indicators that reflect the national picture of territorial dif-
ferentiation and spatial inequalities is a variety of demographic change evidence.
The long-term academic experience in research on demographic changes at state
and regional level contributes significantly to the development of national terri-
torial policies tradition. Overall, demographic change in Lithuanian scholarship
received considerable interest during the decades after the 1990s. The change in
population size, composition, and trends in demographic processes were actively
analyzed based on various data sources and by applying more conventional
and innovative techniques (Lietuvos gyventojy politikos strategijos metmenys,
2004; Jasilionis et al., 2015; Stanktniené et al., 2016). Much of the research is
focused on revealing radical developments in demographic processes - fer-
tility and family change (Stankianiené, 1997; Stankaniené & Jasilioniené, 2008;
Stankaniené, Baublyté & Maslauskaité, 2013; Stanktaniené & Maslauskaité,
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2008, 2012; Maslauskaité & Baublyté, 2012; Stankaniené et al., 2013), mortality
(Jasilionis et al., 2011; Jasilionis et al., 2012) and migration (Sipavic¢iené, 2006,
2014; Sipavi¢iené & Stankaniené, 2013), which the country has experienced
since the 1990s.

The socio-economic differentiation of the demographic processes is compre-
hensively covered in Lithuanian scholarship. More recent research based on the
2011 census linked population register datasets focused on socio-economic dif-
ferentiation of fertility (Jasilioniene, Stankuniene, & Jasilionis, 2014; Jasilionis,
Stankiiniené, Maslauskaité, & Stumbrys, 2015), family formation and dissolution
(Maslauskaiteé, 2014; Maslauskaité & Jasilionis, 2015; Maslauskaité et al., 2015),
migration (Kliisener et al., 2015), and mortality (Jasilionis et al., 2014; Stumbrys
et al., 2014; Jasilionis et al., 2015; Grigoriev et al., 2017) and applied advanced
methods of statistical analysis. It uncovered the disparities linked to education,
employment status, gender, urban-rural place of residence, and some life course
characteristics.

However, despite significant advancement in the field, the research on the
inter- and intra-regional inequalities of demographic process remains the under-
developed area in Lithuania, thus the knowledge is sparse and far from compre-
hensive. Overall, it could be stated that the number of studies which apply the
spatial perspective is very limited. Moreover, in most cases spatial analysis is used
as a tool for the visualization of data, thus the deeper underlying mechanisms of
the inter- and intra-regional inequalities remain unreported and under-reflected.
To date there exist only several studies (on migration see Kliisener et al., 2015;
Ubareviciené, 2016; Ubareviciené, 2016, 2018a, 2018b; Ubareviciené & van
Ham, 2017; on male mortality — Grigorjev et al., 2015, 2017; Stumbrys, 2016),
which are based on more advanced methods of spatial analysis and accordingly
overcome the methodological limitations.

The studies which include the component of territorial analysis present a
framework for methodological underpinning and principal results. In talking
about the demographic research into population decline, it is necessary to
remember that Lithuania is an EU country with the largest relative decrease in
population. However, the existing evidence suggests that there is significant spa-
tial variation in population decline. The descriptive analysis of the 2001 and 2011
Census data conducted at the LAU 2 level demonstrates that positive population
change was experienced only in suburban zones of the major cities — Vilnius,
Kaunas and Klaipéda, while in the other areas it is negative, particularly in the
rural and peripheral areas of the country most remote from the largest cities
(Burneika et al., 2014; Ubareviciené et al., 2016; Lietuvos Respublikos Vidaus,
2017; Baranauskiené, 2019, 2021). While similar processes are observed in other
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post-communist countries, some scholars suggest that the distinct variation of
population change in Lithuania is more profound because of the specific settle-
ment structure developed in the Soviet period during which the largest cities
were relatively underdeveloped due to the planning policy oriented towards an
equitable distribution of settlements and service institutions (Ubarevi¢iené, van
Ham, Burneika 2016; Baranauskiené, 2019, 2021). Depopulation of the country
and the expansion of the sparsely populated areas was also covered by national
scholarship. Analysis conducted at the LAU 2 level indicates a 40.4 % increase
in the sparsely populated areas in Lithuania from 2001 to 2011 (Daugirdas et al.,
2013). In addition to the growth of the sparsely populated areas in the Northeast
of the country, this tendency was also noted in the South and West of the country
(ibid).

Sparsely populated areas (hereinafter - SPA) are a rapidly spreading problem
that is receiving increasing attention, therefore the number and speed of spread
have been adjusted based on a new exclusion methodology (exclusion was based
on Baranauskiené’s (2019) typology of urbanization level) (Baranauskiené, 2021),
which revealed a more realistic picture of the country, as the previous exclusion
methodology estimated only the density of the rural population, regardless of
the level of urbanization of the area. According to this new methodology, it was
determined that at the eldership level (LAU 2) in 2018, 37.2 % of the whole ter-
ritory of the country was occupied and 41.6 % of non-urban areas. Comparing
the different methodologies for the exclusion of sparsely populated areas, it was
found that according to the methodology developed by Baranauskiené (2021),
the mentioned areas are not as widespread as previously thought. In the period
2001-2011, the area occupied by the SPA increased by 16.3 percentage points,
and according to Baranauskiené — from 2001 to 2018 - it occupied only 13.7 per-
centage points more of the country’s area. In this case, it can be said that it is
difficult to compare the trends in sparsely populated areas using two different
methods, because different periods are analyzed, for example, social geographer
Daugirdas et al. (2013) refers to the period 2001-2011. While Baranauskiené
(2021) distinguishes sparsely populated territories based on data from 2001 to
2018. Although the actual prevalence of territories in the case of her work is lower,
it is clear that territorial dispersion and its trends are similar. However, both
the number of sparsely populated areas and the occupied areas of the country
are still increasing, especially in the North-Eastern, Southern Lithuania and
Zemaitija regions. It was also found that there remain only a few rural territories
in North-Eastern Lithuania, which are not classified as sparsely populated. Their
rapid spread indicates that in the near future (over a period of 10-15 years), this
will be the case for almost all non-urbanized areas. Analysis of the components
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of depopulation and their territorial variation also received some interest and the
indication is that the positive population change in the three areas around the
largest cities could be accounted for by internal migration (Lietuvos Respublikos
Vidaus, 2017).

Change in the population structure and its spatial variation also attracts
research interest. Daugirdas et al. (2013), Baltoji knyga (2017) and Stanktiniené
and Baublyté (2016) proffer the territorial distribution of the aged population
(65 and over, old age dependency ratio, index of demographic ageing) on the
LAU2 level and map the change in age structure of the population at several
points in the period between 2001 and 2011. Based on the individual level 2011
Census data, Stankaniené and Baublyté (2016) analyze the sex-gender pyramids
in various cities and locations of Lithuania. With regard to population structures,
descriptive spatial analysis was employed to demonstrate the educational discrep-
ancies by gender and age on the LAU 2 level (Stumbrys, 2016). Baranauskiené
(2021), based on the data provided by the State Enterprise Centre of Registers on
the declared place of residence of the population, suggests a detailed analysis of
changes in the spatial age structure at the eldership level (LAU 2) from 2001 to
2018. The conclusions assist in the assessment of the socio-spatial exclusion expe-
rienced by the population of various age groups in the regions. Spatial analysis
of mortality processes has attracted relatively more research interest compared
to fertility and migration. The studies have been conducted using innovative
detailed datasets and advanced methodologies. However, the research relates
solely to male mortality. The spatial pattern of female mortality remains an
under-researched area. Grigoriev et al. (2015) refer to spatial patterns of alcohol-
related male mortality and concludes that most problematic are districts along
the Lithuanian-Belorussian border. Stumbrys (2016) similarly focuses on male
mortality, but in addition to that which is alcohol related, he analyzed the spatial
patterns pertaining to suicidal behavior and revealed the primary contributing
problematic areas at individual and area-level.

With regard to the demographic processes, very few studies covered the issues
of inter- and intra-regional variation. Fertility, family processes and household
structures have been thus far very sparsely covered. Some recent attempts to ana-
lyze the distinctive variation of fertility trends are based on the mapping of the
crude fertility rate at the LAU 2 levels (Baltoji knyga, 2017), however, bearing
in mind the limitations of this coefficient, additional research predicated on
more advanced methodologies and techniques is necessary. Territorial variation
of non-marital fertility and trends over time was also covered in the literature
(Maslauskaite, 2014) and reveals some spatial patterns of non-marital fertility.
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The other question associated with measuring spatial differentiation includes
the indicators on migration. The studies cover the territorial disparities linked
with migration using individual level census data and applying more sophisti-
cated methods of spatial analysis thus overcoming the limitations of the descrip-
tive methods. Kliisener et al. (2015), based on the 2011 Census and population
register, linked data analyzed the entire working age Lithuanian population from
2011 to 2012 and concluded that along with the individual level characteristics,
the spatial international outmigration varies considerably. Employing the 2001
and 2011 individual level data and multilevel methods, Ubarevi¢iené and Van
Ham (2017) analyze the internal migration and reveal the spatial patterns of
selective migration. They determined that individuals with higher education,
who are both younger and not married are more likely to leave the depopulating
areas and to move to the regions. Generalizing their findings, the researchers
also pointed to the relevance of the advancement in local self-governance and
community initiatives to improve the life quality in the peripheral regions.

Urbanization and suburbanization processes supplement the picture of
Lithuanian spatial differentiation. Using the 2001 and 2011 Censuses and
applying multilevel methods, Ubarevi¢iené, Van Ham, and Burneika (2016) con-
clude that areas surrounding the three biggest cities are increasing in population,
while the opposite trend is observable in peripheral and rural areas. Burneika
etal. (2017) explore the process of metropolization and social segregation in the
three largest cities and predicate their research on the 2001 and 2011 Censuses.
Further, as mentioned earlier, Baranauskiené (2019), forms a typology of the
level of urbanization based on 2001-2018 data. In this typology, suburban areas
are distinguished according to the positive population change of the areas ana-
lyzed, and non-urban areas are classified as “purely” rural peripheral areas with a
negative population change with no connection to urban settlements.

Spatial perspective and regional socio-economic
development: Turning back to spatial injustice

The concept of spatial justice is almost absent from Lithuanian scholarship. There
are almost no works that would utilize that particular concept to analyze the empir-
ical data. It is difficult to find any research that employs the concept to demon-
strate how space is actively involved in “sustaining inequality, injustice, economic
exploitation, racism, sexism, and other forms of oppression and discrimina-
tion” (Soja, 2010, p. 4). That is to say, that the concept of spatial justice is neither
operationalized nor used as a research strategy in the sociological, economic, polit-
ical, or geographic analyses. Research into spatial cohesion and spatial justice has
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been underdeveloped and often limited to generalized speculations about urban
space transformations and urban discourse, unsubstantiated by any empirical
data (Samalavicius, 2005; Burneika, Kriaucitinas, & Ubareviciené, 2010; Lavrinec,
2011) or general reflections on urban culture (Samalavi¢ius, 2010). Lately, the
most thoroughly analyzed aspects have been discursively constructed identities of
particular cities (Maniukaité et al., 2014), urban subcultures (Kraniauskas, 2012a,
2012b), safety and sustainability in Lithuanian cities (Ceccato & Lukyte, 2010;
Acus, 2011), and housing policies (Aidukaité, 2013; Aidukaité et al., 2014). Hardly
any attempt has been made to scrutinize empirically based processes of spatial
justice, socio-spatial segregation and differentiation in the post-Soviet Lithuanian
cities and countryside. In general, there is a marked dearth of statistical data on
social justice and social inequality in Lithuanian regions including cities (Zilys,
2013; Tereskinas & Zilys, 2013).

When the issue of justice is addressed from a spatial perspective, other terms
are typically used, such as social inequality, social differentiation, sustainable
development, criminalization, and segregation. Thus, the works that are margin-
ally related to spatial justice can be divided into three parts briefly summarized
thereafter: social differentiation and segregation in Lithuanian cities; the rising
levels of marginalization and criminalization in different Lithuanian localities;
and territorial or regional allocation of resources and sustainable development
of different regions.

The most comprehensive research that can be attributed to spatial jus-
tice is related to empirical description of the geographical patterning of social
inequality and social exclusion. Here the studies by scholars of Vytautas Magnus
University in the field of sociology, social stratification, social geography, and
urban studies are most prominent. In their research project “Social Exclusion in
Lithuanian Cities: Forms of Spatial Segregation and Polarization” (2011-2012),
the researchers systematically identified social exclusion, its processes and rela-
tion to the spatial zones of social tensions in the cities. The scholars uncovered
multi-dimensional and dynamic social exclusion that differed according to dif-
ferent urban spaces. Differences in socio-demographic and socio-economic com-
position of three Lithuanian cities - Vilnius, Kaunas and Klaipéda — demonstrate
an increasing level of social differentiation and social exclusion: it is possible to
notice specific socio-demographic segregation according to age and education in
these cities: the oldest and least educated respondents usually reside in so-called
old working-class neighborhoods in Lithuania. These features of socio-spatial
segregation correspond to the general context and trends of a post-Soviet city
in which income is less important as a factor of socio-spatial segregation. A fur-
ther important variable of social exclusion, which is characteristic of societies
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with market economies, is spatial polarization: significantly more economically
well-to-do families live in the Lithuanian suburbs than in old working-class
neighborhoods. It can be argued, although with some reservations, that urban
spaces in post-Soviet Lithuania increasingly become agents of complex social
exclusion (Zilys, 2013; Tereskinas & Zilys, 2013).

This research by Tereskinas and Zilys (2013) also demonstrates how the
urban population’s passivity, insecurity, mistrust in their abilities to influence
local change, and local government decisions affect socio-spatial segregation
and spatial inequality. These weighty emotions and experiences create social
barriers and distances. They prevent the emergence of positive, socially bonding
collective practices and provoke some collective urban experience (for instance,
feeling unsafe and “disposable”) that contribute to socio-spatial segregation of
some neighborhoods in the cities, particularly those that are at the lowest end of
social hierarchies (working-class and Soviet style neighborhoods). They divide
and fragment these neighborhoods and communities instead of drawing them
closer together and create the so-called places of marginality marred by growing
urban inequality and social antagonisms (Tereskinas & Zilys, 2013). Certain
researchers investigating segregation processes in the metropolitan areas from
2001 to 2011, argued that spatial segregation remained low in the most urban
core and suburban areas. The capital city and its richest groups of the population
experienced the most rapid increase in segregation (Burneika, Ubarevi¢iené &
Valatka, 2015). In a similar vein, Sawers argues that “Lithuania’s transition from
socialism to a market economy was accompanied by an unusually large jump
in income inequality and that a major but neglected dimension of that growing
inequality reflects the very diverse ways that the different regions of the country
have been affected by the economy’s restructuring” (Sawers, 2006, p. 49). His
research demonstrates that spatial inequality and injustice largely affected the
country’s towns, villages, and rural areas while the capital city and the second
and third largest cities have survived the economic transition reasonably well.

An additional related method of analyzing spatial (in)justice is to document
the process of peripheralization conditioned by historical circumstances and
political, economic, and demographic tendencies. Analyzing demographic and
socioeconomic indicators, Gintaré Pociaté (2014) demonstrated similar trends
to the research of Juska, Johnstone, and Pozzuto (2004) and Sawers (2006).
According to her (Pociuté, 2014), while cities and municipalities close to the
largest cities experience relative demographic and socio-economic stability, pe-
ripheralization is characteristic of some municipalities of Lithuania (Vilkaviskis,
Alytus, Prienai and Siauliai districts and others) but the regions of Northeast,
North, South, Central and Southwest Lithuania - half of all the municipalities
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of the country - are marked by the deepest peripheralization processes. Another
related recent work is similarly devoted to the analysis of socio-spatial exclusion
in peripheral sparsely populated areas, where Baranauskiené (2021) performed
an analysis of the network of public service institutions in comparison with pop-
ulation change and population density at the municipal and eldership levels.
The analysis of socio-spatial exclusion demonstrated that the uniform settle-
ment system that was created during the Soviet period, as well as the concom-
itant infrastructure of public services that was adapted to this system, began
to change rapidly, yet unequally, with the establishment of free market forces
(Baranauskiené, 2021, p. 218). The assessment of socio-spatial exclusion also re-
vealed that although “the concentration of the networks of public institutions in
the cities covered all areas, except for cultural institutions, the decline of these
services is not as rapid as the official data sources alone suggest. The greatest
problem is that the lowest concentration of the customer services is typical of
most peripheral municipal LAU 2 regions where the inhabitants find it most dif-
ficult to access services in the municipal centres” (Baranauskiené, 2021, p. 222).
Similar studies reveal how the principle of the “center-periphery” model works;
where the largest cities experience the least territorial isolation and act as overall
centers of attraction, whereas the peripheral areas experience high territorial iso-
lation (Pociaté-Sereikiené, Baranauskiené, & Daugirdas, 2019a, 2019b).

The third component of research related to spatial (in)justice deals with ter-
ritorial or regional allocation of resources and sustainable development. In this
type of research, the strengthening of the competitiveness of rural areas via entre-
preneurship in local community organizations is discussed. It has been argued
that community-based entrepreneurship could increase investments and guar-
antee the future of rural areas in Lithuania (Pilipavi¢ius, 2011, p. 177). However,
more comprehensive research on the everyday operation of housing, patterns of
financial investment, public expenditure, and spatial planning in the different
regions is necessary to demonstrate the working of spatial (in)justice. Further, it
is necessary to identify sustainable growth policies promoting spatial justice that
has not to date been covered by Lithuanian research.

To sum up, the issue of spatial justice has been neglected in both theoret-
ical and empirical research in Lithuania. The concept of spatial justice must be
considered critically in the studies on regional, urban, and rural development.
However, spatial justice is implied in the described research on socio-spatial
segregation and differentiation in Lithuanian cities, marginalization, and pe-
ripheralization of some regions and increasing levels of social inequality in both
urban and rural areas. Supplementary empirical research on the geographical
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patterning of social justice is crucial to design strategies for emerging social and
spatial injustices and inequalities.

Indicators revealing territorial inequality: Shrinking regions
and growing urban zones

The effects of population emergency in regions

Subsequent to Lithuania regaining independence, significant processes
involving transformation of the population and settlement system, and differ-
entiation of economic development began to take place becoming even more
pronounced after 2004, when Lithuania joined the EU (Burneika et al., 2013,
2017; Ubarevic¢iené, 2018a, 2018b; Baranauskiené, 2019, 2021). At that point,
due to intensified migration processes (both internal and external), the socio-
spatial structure changed dramatically as the population began to concentrate
in larger cities and affiliated suburbs thus creating problematic peripheral ter-
ritories which continue to be accompanied by intensive depopulation processes
(Ubareviciené, 2017, 2018a; 2018b; Baranauskiené, 2021). Population density in
Lithuania has been persistently decreasing for more than two decades. In 1990,
the population density rate was 55.4 inhabitants/km? in 2000 - 53.8 inhabitants/
km? in 2010 - 48.1 inhabitants/km* and in 2019 it reached the level of 42.8
inhabitants/km? (Statistics Lithuania, 2021).

Recent research determines that the least populated areas are north-eastern
and southern Lithuania, and the trend is beginning to spread quite rapidly in
Zemaitija (Baranauskiené, 2021). Baranauskiené’s research on rural sparsely
populated territories (further as SPT) revealed that such territories were dis-
tinguished according to the newly formed typology of urbanization and only
from the type of non-urbanized areas (the rural population density was < 12.5
inhabitants/km?). In 2018, there were 166 sparsely populated territories (in LAU
2 regions of all 556 LAU 2 regions in the country) and more than half - 53.2 % -
of non-urban LAU 2 areas which covered 58.4 %of area of the rural territories
were classified as SPT. SPT covered 37.2 % of the entire territory of Lithuania,
42.2 % of the total rural population and 7.0 % of the population of the country.
The distribution of SPT is very uneven - in the North-East they cover almost
all rural spaces while in the West there remain very few such territories. The
analysis of alterations in the distribution of SPT clearly indicate that in the 21st
century, there has been a very rapid decline in population density. In 2001, such
territories were still more prevalent in Eastern Lithuania, but from 2001 to 2018
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the number increased from 101 to 166 (Baranauskiené, 2021, p. 98). In addi-
tion, during the same period, the number of municipalities (LAU 1) where the
rural population density was < 12.5 inhabitants/km? increased from 7 (the total
rural population - 113,167) to 23 (the total rural population - 272,678), which
accounted for 16.6 % and 46.4 % of the country respectively. The development of
sparsely populated municipalities (LAU 1) is characterized by similar territorial
trends in the spread of sparsely populated territories (LAU 2). Currently these
territories are concentrated in the North-East and South, as well as Zemaitija,
but the pace of spread also suggests that the rural territories in all municipal-
ities not affected by metropolization will soon become sparsely populated
(Baranauskiené, 2021, p. 110).

According to Statistics Lithuania, in 2018 about 67 % of the population lived
in the city and about 33 % in rural areas. The typology of urbanization reveals
a different picture. According to the newly formed typology of urbanization,
urban and suburban areas cover about 36 % of the country and are home to
about 83 % of the urban and suburban population, while the non-urbanized
population covers 64 % of the country’s territory in which about 17 % of the
rural population live. According to the new typology of urbanization for the
period 2001-2018, the population increased by 1.8 % in the urbanized type
elderships and decreased by 17.6 % in the non-urbanized type (Baranauskiené,
2019). These figures differ radically from the trends in the rural and urban pop-
ulation presented in official statistics, which suggest an unchanged balance. The
figures obtained clearly illustrate the country’s ongoing urbanization, which is
“disappearing” when a formal classification of territories is employed. According
to the data provided by Statistics Lithuania, from 2001 to 2018 the population
decreased by 19.3 % in urban areas and 19.8 % in rural areas (Baranauskiené,
2021, p. 97). Thus, it can be said that the newly formed typology of urbanization
reveals a more realistic picture of the country, where the rapid urbanization pro-
cesses taking place in the country are clearly visible and the population is con-
centrated in cities and suburban areas.

The population change indicator not only illustrates the rapid depopu-
lation processes in the country (especially in peripheral rural areas), but also
demonstrates the rapid urbanization processes around the three major cities
(Vilnius, Kaunas and Klaipéda) (Figure 3.1). The analysis of 2008-2019 indicate
that the population of the country decreased by 13.0 %. The greatest decrease
was in Pagégiai (by 27.9 %) and Visaginas (by 27.0 %) municipalities, while pos-
itive change occurred only around the three largest cities and in Vilnius city and
Neringa municipality itself. Thus, it can be argued that metropolitan regions are
growing at the expense of peripheral rural areas (Figure 3.2).
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Figure 3.1. Changes in the population in LAU 2 regions between 2008 and 2019.
Source: Statistics Lithuania, own calculations by V. Baranauskiené (2021), https://www.
stat.gov.lt/.

The analysis of migration data from Statistics Lithuania in 2008 and 2019
demonstrates that the migration of the country’s population is territorially dif-
ferentiated and the intensity of migration processes in 2008 and 2019 is very dif-
ferent (Figure 3.3). It is necessary to mention that the data which reflects solely
the two years selected for the analysis, does not illustrate the actual situation in
the country, but it is still possible to detect the principal trends. The analysis of
the data indicated that in 2008 migration processes were not intensive (propor-
tion of arrivals 2.1 %, proportion of departures 2.6 %) compared to 2019 (pro-
portion of arrivals 4.1 %, proportion of departures 3.7 %). It can be expected that
this was influenced not only by Lithuania’s accession to the EU, but also by the
growing processes of metropolization, as metropolitan regions attract not only
residents of peripheral regions, but also those coming from abroad (Burneika
et al., 2017; Baranauskiené, 2019, 2021).

Further analysis of the data indicated that the fewest number of settlers in 2008
were in Alytus and Panevézys (1.3 % in both) and Pasvalys district municipalities
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Figure 3.2. Changes in the population in LAU 2 regions (administrative municipal
level) between 2001 and 2018. Source: State Enterprise Centre of Registers, own
calculations by V. Baranauskiené (2019, 2021), https://www.registrucentras.lt/.

(1.4 %), as well as large Lithuanian cities, were among the least populated Kaunas
district however, boasted the greatest number (4.7 %) with Klaipéda district
(5.4 %) municipality and Neringa municipality (15.0 %).! The majority of
emigrants and emigrants lived in the municipalities of Neringa (7.3 %), Akmeneé
(5.1 %), Visaginas (4.2 %) and Rietavas (4.1 %). Data from 2008 data and a
cartoscheme (Figure 3.3) illustrate that suburban development continues to take
place and the population is mostly settling in areas near major cities. In 2019,
the least number of settlers were in the municipalities of Silalé district (2.0 %),
Panevézys city (2.3 %), Pasvalys district (2.5 %). Meanwhile, the cities of Vilnius
(2.4 %) and Kaunas (3.0 %) received the lowest proportion of those who left and
emigrated in 2019; while the greatest proportion of immigrants was recorded in

1 Neringa municipality is an exceptional territory, which is difficult to assess by all assess-
ment indicators, because residents in this municipality declare their place of residence
with reference to the exceptional benefits granted to them.
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the municipalities of Neringa (7.1 %), Pagégiai (5.9 %), Kaunas district (5.6 %)
and Klaipéda district (5.1 %) (Figure 3.4).

Summarizing the trends of the migration process in 2008 and 2019, it can be
asserted that the big cities, which attract inhabitants from peripheral territories,
significantly impact the migration processes. It can also be said that there is an
increase in the mobility of the population, especially within the country, and the
2008 data illustrate that in that year there were the highest number exiting as the
whole country recorded a negative migration balance.

An analysis of the age structure of the population helps to assess depopulation
processes that are intensive throughout the country and especially in periph-
eral rural areas (Baranauskiengé, 2021). Such an analysis in Statistics Lithuania
in 2008 and 2019 indicated that the age distribution of the population in the
country is very uneven (Figure 3.5). Data at the national level suggests that in
both those years, the greatest proportion of the population was of working age
(62.2 % and 61.6 %, respectively), far fewer were of retirement age, which ac-
counts for about one-fifth of the total population (20.8 % and 21.5 %respectively)
and even fewer young people (17.0 % and 16.0 % respectively). No significant
changes in the age structure of the country’s population are observed due to the
relatively short period between 2008 and 2019, but general population is aging
rapidly. The presented cartoschemes (Figures 3.5 and 3.6) clearly reveal that the
retirement age population has increased throughout the country, and especially
in the North-East, Central Lithuania and Zemaitija. In 2019, they accounted
for the smallest proportion of the population in the suburban municipalities of
the largest cities and in Western Lithuania, where there is a larger proportion
of youth.

The data from 2008 to 2019 indicates that the proportion of the working age
population increased in the North-East and South and decreased in the largest
cities of the country. During the same period, the proportion of young people
decreased in almost all territories of the country, except for the three largest
cities and several municipalities, where it increased slightly in Kaunas city and
in the Neringa municipalities it remained stable (15.9 % and 14.8 %). In the
municipalities of Klaipéda city (from 15.1 % to 17.4 %), Visaginas (from 13.7 %
to 16.0 %) and Vilnius city (from 15.2 % to 17.8 %) the proportion of young
people increased.

Summarizing the territorial differentiation in terms of change in the popu-
lation age structure, it can be stated that the population is unevenly distributed
in the country and this distribution was uneven from 2008 to 2019. The largest
proportion of the country’s population was of working age and this group expe-
rienced very little change (decreased by 0.6 percentage points in the analyzed
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Figure 3.3. Population migration in Lithuanian municipalities in 2008.
Source: Statistics Lithuania, calculations by V. Baranauskiené (2021), https://www.stat.
gov.lt/.
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Figure 3.4. Population migration in Lithuanian municipalities in 2019.
Source: Statistics Lithuania, calculations by V. Baranauskiené (2021), https://www.stat.
gov.lt/.
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Figure 3.5. The age structure of the population in municipalities (LAU 1 level) in 2008.
Source: Statistics Lithuania, calculations by V. Baranauskiené (2021), https://www.stat.gov.1t/.
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Figure 3.6. The age structure changes of the population in municipalities (LAU 1 level)
in 2019. Source: Statistics Lithuania, calculations by V. Baranauskiené (2021), https://
www.stat.gov.It/.
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period from 2008 to 2019). There were marginally more young people (decreased
by 1.0 percentage points), but this category reflected the least growth. The greatest
changes were experienced in the retirement age population, which increased
by 1.6 %. The number of people of retirement age increased in North-Eastern,
Central Lithuania and Zemaitija, the number of young people decreased espe-
cially in Western, Central, South-Western and North-Eastern Lithuania, and the
working-age population increased almost across the country, although slightly
less in Zemaitija. Thus, it can be said that the country’s population is aging, espe-
cially in peripheral rural areas. The situation is slightly better in the largest cities
and their related suburban municipalities which function as economic vitality
centers and comprise younger families with kids (the same trends are observed
in the three selected municipalities).

Summarizing the demographic and urbanization indicators of the analyzed
period 2008-2019, it can be stated that the naturally occurring settlement pro-
cesses will continue; three metropolitan regions (urban Vilnius, Kaunas and
Klaipéda municipalities) will continue to grow, which will attract residents both
from the country’s peripheral regions and from abroad - rather intensive migra-
tion processes. Analyzing the level of urbanization in the country, it is difficult
to assess the data provided by the Lithuanian Department of Statistics on urban
and rural population, as the population of suburban areas is classified as rural
(Baranauskiené, 2019, 2021). It can also be assumed that the country’s popula-
tion will continue to decline, especially in peripheral rural areas, due to an aging
population, and the country’s major cities and their suburbs will continue to
expand as populations grow, increase in working age and remain stable.

The Labor market: Between economic dynamics and need for
employment

Regarding possible alternatives in the expansion of welfare state provision at
regional level and considering the enactment of social investment policy design,
economic growth indicators represent the wider picture of the household sit-
uation. The total number of employed persons has undergone drastic changes
and employment rates fluctuate due to structural economic transitions from a
command economy without formal unemployment data to a market economy,
as well as factors such as emigration, negative natural population growth and
other causes.

Comparing the period from 2008 to 2019, the employment rate in Lithuania
increased from 64.4 % to 73.0 % in the presented carto scheme (Figure 3.7) it is
clear that the employment rate is unevenly distributed in the country, where the
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in North-West Lithuania and the country’s metropolitan regions and adjacent
municipalities it has clearly increased in recent years.

The most substantial positive change in the employment rate was observed in
the municipalities of Zarasai district (23.9 %), Rietavas (29.9 %) and Silalé district
(30.4 %), the least change (negative) — in Kalvarija (—13.1 percentage points) and
in the municipalities of Ignalina district (-11.4 %) The largest proportion of the
employed working age population in 2019 was in Trakai district municipality
(80.9 %) and the municipalities of Vilnius city (82.5 %), Druskininkai (83.2 %)
and Neringa (89.5 %). The lowest rate of employment is observed in Ignalina
district (51.8 %), also in Birzai district and Kelmé district municipalities (by
57.3 % respectively). During the analyzed period, the employment rate of the
working age population remained relatively stable in Birzai district (56.7 % and
57.3 % respectively), Marijampolé (67.2 % and 67.6 %), Kelmé district (57.6 %
and 57.3 %), and the municipalities of Panevézys district (63.8 % and 63.4 %) and
Alytus city (69.5 % and 68.9 %) (Figure 3.7).

Summarizing the available data on the employment rate of the population for
the period 2008-2019, it can be stated that the employment rate of the working
age population is increasing in the country. The highest level of employment
is typical of the largest cities of the country and their suburban territories, the
lowest — the peripheral and remote municipalities. The increase in the working
age employment rate in large cities and neighboring suburban municipalities
indicates that more working age people are settling in these areas (employed
people are recorded according to their permanent declared place of residence).
The change symbolizes the intensive expansion of suburban areas, and metro-
politan cities that have become the growth points and centers for accumulating
economic competitiveness and productivity.

A more detailed labor market perspective reveals significant regional dispar-
ities in unemployment. The analysis of the data on the ratio of the unemployed
from 2008 to 2019 demonstrates that the proportion of registered unemployed
persons in the country has dramatically increased (from 3.7 % in 2008 to 8.4 %
in 2019). Such a remarkable shift is explained as follows, “the growth of labour
supply has been caused by unfavorable economic conditions, workers made
redundant due to corporate bankruptcies and reorganization” (Uzimtumo
tarnyba, 2010, p. 3), as a result of the global economic crisis which began in 2008
reaching Lithuania in 2009.

As can be seen from the cartoscheme (Figure 3.8), in 2019, only the Western
part of Lithuania, Northern Lithuania (only Pakruojis district municipality)
the two large cities (Siauliai and Panevézys) and the municipalities of (Vilnius
city, Trakai district, Elektrénai, Kaunas district, BirStonas, Prienai district,
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Figure 3.7. Changes in the employment rate of working age population in
municipalities (LAU 1 level) between 2008 and 2019. Source: Statistics Lithuania,
calculations by V. Baranauskiené (2021), https://www.stat.gov.lt/.
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Marijampolé and Sakiai district municipalities) had a lower percentage of reg-
istered unemployed in 2009. Compared to these regions, the rest of the country
saw a relatively greater percentage of registered unemployed compared to 2008
when the situation was significantly better. As already mentioned above, the
lowest proportion of registered unemployed persons was in Western Lithuania,
especially in the municipalities of Neringa (4.1 %), Klaipéda district (4.7 %),
Kretinga district (5.1 %) Skuodas district (5.7 %), and Siauliai city (6.0 %), and the
highest in the Eastern Lithuanian district municipalities of Zarasai (14.4 %) and
Ignalina (14.1 %). Assessing the change in the ratio of the registered unemployed
to the working age population in the period from 2008 to 2019 (Figure 3.8), the
indicator showed an increase in North-Eastern Lithuania especially in Zarasai
district municipality (9.3 %) in some municipalities in Northern and Central
Lithuania and in individual municipalities of south-western Lithuania (e.g.,
Kazly Rada (9.6 percentage points) and Kalvarija (9.8 percentage points). The
least alteration occurred in the Skuodas district municipality of north-western
Lithuania and the Druskininkai municipality of southern Lithuania (1.0 per-
centage points each), both of which remained the most stable.

Summarizing the analysis of the data on the ratio of the registered unem-
ployed to the working age population in 2008-2019, it can be stated that the
proportion of the registered unemployed increased in all Lithuanian regions
equally. The increase in the percentage of unemployed is related to the global
and national economic crisis from 2008 following which a large part of the pop-
ulation did not return to the labor market. The increase in the registered unem-
ployed can also be attributed to the fact that a compulsory social insurance tax
had been introduced in 2013, and subsequently, persons registered with the
labor exchange were covered by health insurance (Republic of Lithuania, 1991),
thereby creating a favorable system (various benefits, additional guarantees, etc.)
for the unemployed making it more profitable for many to be unemployed rather
than work for a lower wage.

Regional economic inequalities as for GDP per capita also represent a heter-
ogenous picture of economic activity diversification. Together with the employ-
ment indicators, the economic vitality reveals the regional development patterns
in Lithuania. It is very clear that regions around the major metropolitan areas
of Vilnius, Kaunas and Klaipéda experienced an intensive economic growth in
terms of GDP per capita from 2008 to 2019 (Figure 3.9). On the contrary, the
rural peripheral regions of Tauragé, Utena, and Alytus were facing more intense
economic and social development challenges mostly due to population decline,
out-migration and less diversified economic sectors.
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Figure 3.8. Changes in the ratio of the registered unemployment to the working age
population in municipalities (LAU 1 level) between 2008 and 2019. Source: Statistics
Lithuania, calculations by V. Baranauskiené (2021), https://www.stat.gov.t/.
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Figure 3.9. Changes in GDP per capita (regional level) between 2008 and 2019.
Source: Statistics Lithuania, calculations by V. Baranauskiené (2021), https://www.stat.
gov.lt/.

Summarizing the analysis of the data on the labor market for the period 2008-
2019, it can affirm that although the employment rate of the country’s popula-
tion has increased, the proportion of the registered unemployed remains at the
highest point as the country’s social system favors the unemployed persons by
encouraging them to remain in the welfare system. This is well illustrated by the
statistical data analysis in the selected three municipalities (Kaunas city (urban
locality), Kaunas district (suburban locality) and Pakruojis district (periph-
eral rural locality)), where the percentage of persons employed increases as the
working age population decreases (see next sub-chapter on “Methodological
remarks on linking local context and social investment policy indicators”). The
exception is suburban Kaunas district municipality that is characterized by an
intensive working age population moving to the suburbs. Thus, we can sum-
marize that whereas the large urban municipalities and the nearby suburban
municipalities perform better on economic growth indicators, the situation is
significantly different in the peripheral rural municipalities of the country. Thus,
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the intensive growth of urban poles faces challenges such as housing, public
infrastructure, and transportation costs, whereas rural areas face intensive de-
population and de-urbanization streaming including a decline in tax collection,
quality of educational and health care provision all of which should guarantee
the sustaining of stable household income.

Spatial inequalities and educational services provision

While analysing spatial inequalities, it is obvious that educational accom-
plishment and educational infrastructure level is important in determining
the differences between urban and rural areas. In other words, the dynamics
of inequality depend on the level of educational services provided in different
municipalities. Therefore, we consider a few selected educational indicators
that reflect our discussion on social investment policies development, such as
vocational education and training (VET), and early childhood care and edu-
cation (ECEC). The more detailed analysis of VET and ECEC policies design,
institutional framework, allocation of responsibilities across multiscale gov-
ernance levels, beneficiaries’ groups and services provision can be found in
Chapters 4 and 6.

Regional disparities in terms of educational accomplishment indicators
reflects the general welfare state diffusion. As is observed in the research, the
highest education inequality as GINI sub-indicator is observable in smaller re-
gions of Lithuania (Tauragé, Telsiai regions) and the lowest in the largest met-
ropolitan areas of Kaunas and Vilnius. Therefore, is comes as no surprise that
the greatest educational inequality is detected among women, rural and small
regions compared to larger metropolitan Lithuanian regions (Maksvytiené &
Polgrimaité, 2015). As for all Lithuanian educational institutions, vocational
education and the network of vocational training institutions have undergone
many different institutional mergers in terms of consolidation of the school net-
work, educational service delivery, and financial budgeting schemes. However,
the reforms had less downward effect for VET schools network compared to
the other educational institutions (e.g., the network of general education or pre-
school education institutions) (Baranauskiené, 2021). The slower decrease in
the number of institutions is explained due to the relatively small number of
vocational schools in the country (according to the Lithuanian Department of
Statistics, there were 71 institutions in 2019), but major institutional network
transformations (reorganizations, mergers, liquidations, etc.) are expected as a
part of the central government agenda for educational services consolidation.
For example, “it is proposed to transform VET units in small areas into VET
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departments of general education schools or to join forces with general educa-
tion schools by concluding joint activity agreements under which general educa-
tion schools would provide general education to students and VET institutions
would teach professions” (Sileikyté, 2020; Statistic Lithuania, 2021).

The number of vocational schools depends on the admitted number of
students (Figures 3.10 and 3.11). In general, the number of vocational educa-
tion institutions in the country decreased slightly, for example, in the period
2008-2020 the total number of institutions decreased by 11.3 % (from 80 to
71, respectively). On the contrary, the decrease in the number of students was
rather significant in the period from 2012/2013 to 2019/2020 the total number
of admitted students decreased by 37.9 % (from 44797 to 27824 students
respectively) (Figures 3.10 and 3.11).

Analyzing the change in the number of vocational training institutions, the
cartoscheme (Figure 3.10) demonstrates that some municipalities have no voca-
tional training institutions in their territories (in total 14 municipalities). In the
analysed period from 2008/2009 to 2019/2020 a positive uptick of institutions
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Figure 3.10. Changes in the number of vocational training institutions between 2008/
2009 and 2019/2020 academic years. Source: Statistics Lithuania, calculations by
V. Baranauskiené (2021), https://www.stat.gov.lt/.
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is visible in only a few municipalities (in Vilnius city, Siauliai city, Kaunas
district (increased from 1 to 2 institutions), and Trakai district). The increase in
institutions is usually associated with geographical relocation and mergers with
the neighboring schools. The decrease in institutions was observed in 17 munic-
ipalities, and 6 of them were closed down (Druskininkai, Anyks¢iai district,
Pakruojis district, Pasvalys district, Prienai district and Silalé district municipal-
ities). Referring to Baranauskiené’s (2021) analysis of the network of vocational
education institutions in regions, “the decrease in the number of vocational edu-
cation institutions is related to the fact that it is not popular to choose vocational
schools among young people in Lithuania, many study at universities or go
abroad to work abroad. There has been a recent shortage of various professions
in labor market. Also, the strongly declining network of professional institutions
is explained by the fact that there are usually only one or two institutions in the
municipal territory, therefore when one is closed or institutions are merged, a
large change in the numbers is observed” (Baranauskiené, 2021, p. 149).
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Figure 3.11. Changes in the number of vocational training students between 2012/
2013 and 2019/2020 academic years. Source: Statistics Lithuania, calculations by
V. Baranauskiené (2021), https://www.stat.gov.t/.
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Figure 3.12. Changes in the number ECEC institutions between 2008/2009 and 2019/
2020 academic years. Source: Statistics Lithuania, calculations by V. Baranauskiené
(2021), https://www.stat.gov.1t/.

We can further observe similar tendencies in the regional urban-rural divide
in early childcare system development (ECEC). More detailed analysis is pro-
vided in Chapter 5 on ECEC policy on regional level. From 2008 to 2019 most
Lithuanian municipalities experienced the closure of ECEC facilities, especially
in the peripheral regions of Utena and Tauragé. Similar trends are significant
in terms of the number of children admitted into the ECEC system. Over the
last decades, the metropolitan areas of Kaunas, Vilnius and Klaipéda demon-
strated a relatively equitable distribution pattern for early childcare services with
an increase in both the admission of early age children and the number of facil-
ities (Figures 3.12 and 3.13). These urban regions are less affected by popula-
tion decline and rural-urban migration. To the contrary, over the decades, the
peripheral regions with less concentration of human potential and less resources
continue to face sustainable economic and social growth challenges.

Summing up the changes in the number of VET and ECEC institutions
and admission numbers, it can be affirmed that both selected educational field
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Figure 3.13. Changes in the number of children in ECEC institutions between 2012/
2013 and 2019/2020 academic years. Source: Statistics Lithuania, calculations by
V. Baranauskiené (2021), https://www.stat.gov.lt/.

indicators reflect the heterogenous patterns of service provision within regions.
An Urban-rural pattern for educational provision is observable. However, much
depends on the centralized policy approach in equalizing access to different
educational services despite the area size and other external factors, as the per-
centage of young population declines. For example, the VET institutional net-
work is constantly affected by various reorganizations, mostly due to the rapidly
declining number of students. The greatest losses for both the network and the
number of pupils is observed in the most problematic peripheral territories,
where the population is declining, especially the proportion of young people.

Methodological remarks on investigating local context and
social investment policy

Regarding our empirical investigation on territorially driven social investment
policies, we have selected three municipalities in Lithuania: urban, suburban,
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and rural (Figure 3.14). This sub-chapter introduces the methodological design
that defines the selection of case studies as well as the conducting of qualita-
tive interviewing. A uniform methodological framework for different European
countries was designed as a part of the COHSMO research project and was
briefly presented in the “Introduction” of this book. The other chapters on
selected social investment policies in territories (Chapters 4, 5, 6) are based on
the theoretical and empirical material from field research in selected case studies
of urban, suburban, and rural territories.

Selection of cases. The case studies of municipalities (LAU level) were
selected using a one-stage selection procedure, meaning that we refer to the
administrative boundaries of self-governance system in the country. The main
arguments for the one-stage procedure are mainly related to the specificity of
administrative systems in the country. First, Lithuania is considered a single
NUT 2 level country without a lower tier of regional administrative units
with strong territorial consolidation tendencies (60 municipalities in total).
The upper administrative tier (regional government level, former “counties”)
was abolished in 2010 to decrease the administrative burden and implement
the economy of scale for overlapping municipal and regional functions. The
absence of a strong regional governmental tier tends to increase the tendencies
towards centralization where central governmental actors play an important
role in territorial development policies. Secondly, the allocation of municipal
tasks and financial resources is based on centralized state policies, including
planning of vocational training, pre-school childcare, secondary education,
labor market, area regeneration policies, health care, etc. However, the areas
of economic growth and urban development strategies remain at municipal
discretion. Thirdly, the size of the population in a single municipality is also
important. In Lithuania, the population size in municipalities varies signifi-
cantly from 3,530 in the smallest municipality of Neringa to 562,030 in the cap-
ital area of Vilnius in 2020. For suburban we have selected the so called “ring”
municipality of Kaunas district that exceeds 96,441 thousand inhabitants. As
for a rural municipality, Pakruojis district municipality represents one of the
smallest municipalities with a population of 18,606 thousand in 2020. Kaunas
city municipality represents the metropolitan case with 289,380 thousand
inhabitants (Statistics Lithuania, 2020).

Fourthly, the strong internal socio-economic variations between different
territorial units are also important in selected municipalities. As administra-
tive subdivisions of municipal administrations, so-called elderships or wards
do not have decision-making power or financial autonomy other than social
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Figure 3.14. Selected case studies: urban, suburban and rural localities in Lithuanian
administrative system.

care, social welfare and public infrastructure maintenance. The elderships are
strictly controlled by the intra-municipal coordination mechanism and cannot
define their own agenda. Finally, we refer to the results from the ESPON 2007
study on metropolitan areas and functional urban areas (ESPON report, 2007).
According to the study, the current state of the socio-economic development of
the municipality, including economic growth indicators, labor market dynamics
and demographic change (particularly, the size of population) should be seri-
ously considered when defining the status of urban territories. The policy coor-
dination mechanisms and the potential to develop innovative economic growth
and territorial cohesion strategies in the urban territory eventually provide rich
empirical material.

In greater detail, the main arguments for the selection of the metropolitan
area of Kaunas city municipality (Lith. Kauno miesto savivaldybé) represents
the structure of monocentric agglomeration (ESPON 2007 report). Kaunas
city municipality is characteristic of the majority of metropolitan area features



104 Artaras Tereskinas et al.

including high population density, economic growth accumulation, intensive
private and public investments, tendencies towards urban sprawl, established
and intensive commuting networks, but also “unexpected” social outcomes
(for example, growing unemployment among specific age groups or income
dynamics, social exclusion problems) (see Figure 3.15 and Table 3.1). 52 % of
Kaunas region population live in the Kaunas metropolitan area.

With reference to suburban locality, we analyze the suburban municipality
of Kaunas district (Kauno rajono savivaldybé) (see Figure 3.16). Kaunas district
municipality surrounds the metropolitan area of the second largest city of
Kaunas and exhibits strong tendencies of economic growth and intensive out-
wards commuting networks via the metropolitan area. The municipality is char-
acterized by the greatest population growth (around 17.42 %) in the territories
between 1996 and 2020. A second characteristic is related to comprehensive land
resources strategies for developing new residential areas, especially in the areas
close to the metropolitan territory. The suburban sprawl is surrounded by cha-
otically planned family housing districts with poor public infrastructure and the
lack of affordable access to public kindergarten, secondary schooling, primary
health care centers or shopping areas are typical. The rigorously developed eco-
nomic and urban interdependence between the metropolitan area of Kaunas city
and Kaunas district municipalities further creates policy coordination problems,
especially in public services delivery (for example, public transportation, child-
care, and access to secondary schools).

Finally, the central arguments for the selection of the borderland rural
locality of Pakruojis district (Pakruojo rajono savivaldybé) emphasize the cri-
teria of low population density, tendency for out-migration and the signifi-
cant role of agricultural activities (see Figure 3.17). The selected municipality
is characterized by significant de-population trends over the past two decades
that affected the primary and secondary education system, student enrolment
in vocational schools and labor market supply. The Municipality mostly relies
on agricultural activities; among these 71.4 % of the territory are specifically
used for productive field farming. Due to continuous de-population and the
lack of diversified economic activities, the municipality has developed a local
cultural tourism strategy together with other local stakeholders to strengthen
the local economic potential, for example, to renew Pakruojis manor ensemble
for cultural tourism purposes.

The selected cases studies of municipalities represent different territorial
development patterns including social-demographic indicators and economic
growth. The main demographic and social indicators of population change in
urban, suburban and rural municipalities provided in Table 3.1 demonstrate the
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Figure 3.15. Administration structure of urban Kaunas city municipality.

different development variations. The statistical indicators demonstrate that the
population of Pakruojis district municipality, like many other peripheral munic-
ipalities, decreased considerably by 26.5 % Kaunas city population decreased
by 15.5 % while Kaunas district municipality population increased by 13.3 %.
Suburban Kaunas district municipality attracts residents from peripheral terri-
tories and a large proportion probably not only of Kaunas city residents, but also
others, moved to suburban territories, which perform the functions of “sleep
over” districts (Burneika et al., 2017; Baranauskiené, 2021). Thus, it can be stated
that the naturally functioning transformations of population settlement will con-
tinue, and both Kaunas and the other two metropolitan regions will continue
to be the centers of attraction for peripheral territories and foreign population.
With regard to migration tendencies, the data shows that the most intensive
positive migration processes are observed in urban and suburban municipali-
ties. The peripheral rural municipality of Pakruojis district experienced the lar-
gest negative annual net migration indicators. Kaunas city and Kaunas district
municipalities are characterized by the features of a metropolitan region, while
the suburban territory of Kaunas district municipality is expanding due to new
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Figure 3.16. Administration structure of suburban Kaunas district “ring” municipality.

incoming settlers (arrivals and immigrants in 2008 accounted for 4.7 %, and in
2019 as for 6.7 %).

As for the working age population (compared to the whole country) decreases
were only observed in Kaunas city, while the indicator points to slow grows in
Kaunas district and Pakruojis district municipalities. The percentage of the pop-
ulation of retirement age, as in the whole country, increased in Kaunas city and
Pakruojis district municipalities, only decreasing in Kaunas district municipality.
Thus, as can be seen from the data, in suburban Kaunas district municipality
the working age population is increasing, which indicates more intensive inner
workforce migration for economic reasons. Pakruojis district municipality cor-
responds to “purely” rural areas, where the population is declining, the working
age and retirement age are increasing, and the population is aging.

The analysis of the data on the ratio of the registered unemployed to the
working age population of the three municipalities (Kaunas city, Kaunas district
and Pakruojis district) from 2008 to 2019 shows that the proportion of unem-
ployed increased mostly in Kaunas (from 2.8 % to 8.8 % respectively), and
slightly less in Kaunas district municipality (from 2.6 % to 7.7 %). Thus, it can be
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Figure 3.17. Administration structure of rural Pakruojis district municipality.

assumed that following the economic crisis from 2008, the urban and suburban
territories suffered the most, losing jobs and, very likely, a large part of the pop-
ulation either did not return to the labor market or migrated abroad. Although
in the analyzed peripheral municipality of Pakruojis district the proportion of
unemployed did not increase as much as in urban and suburban municipalities
(Pakruojis municipality already had a greater proportion of unemployed in 2008
compared to the others), the increase was also significant. The analysis of the
employment rate data of the selected three municipalities shows that Pakruojis
district municipality enjoys the most stable proportion of working population,
but remains low compared with Kaunas city (68.0 % in 2008 and 77.0 % in 2019
respectively) and Kaunas district (59.4 % and 70.8 % respectively). The employ-
ment rate has experienced the significant rise in Kaunas district municipality as
for 11.4 % during the last decade. Such a significant increase can be explained
by the fact that young and working-age residents have moved to newly built
housing in the suburban areas (Burneika et al., 2017).

Empirical data. For the next chapters we use the empirical data from the
qualitative interview in selected localities in Lithuania. The list of interview
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Table 3.1. Indicators of population change in selected case study municipalities in 2008
and 2019.

Municipality | Year | Population | Natural | Net Under | Working | Retirement
(inhab.) popu- |yearly |15 age (over 65
lation | migra- |years |(16-65) |years) (%)
change |tion (%) (%)
(1000 | (1000
inhab.) |inhab.)
Country level | 2008 | 3,212,605 -3.8 =5.1 17.0 62.2 20.8
2019 [ 2,794,184 -39 39 16.0 61.6 21.5
Kaunas city | 2008 | 339,535 -2.4 -9.8 15.9 63.1 21.0
municipality | 2019 | 286,754 -3.3 124 158 |60.8 23.4
(urban)
Kaunas 2008 | 83,946 -1.0 22.5 18.5 62.7 18.8
district 2019 | 95,120 2.3 115 17,5 |64.6 17.9
municipality
(suburban)
Pakruojis 2008 | 25,953 -7.7 -12.3 19.1 59.0 21.9
district 2019 19,071 -9.0 -15.4 14.6 60.2 25.2
municipality
(rural)

Data source: Calculations based on 2008 and 2019 data of Statistics Lithuania, https://www.stat.gov.It/.

questions addresses three main topics, including (1) the level of territorial
disadvantages and advantages related to locality, (2) the level of collective effi-
cacy related to local life opportunities and (3) mechanisms and arrangements of
territorial governance, collaborations, and coordination to mobilize territorial
capital and implement the policies of pre-school childcare, active labor market,
urban area regeneration, VET and economic growth. Three different groups
of local stakeholders were identified as following: (1) community stakeholders
(representatives from community organizations, local NGOs), (2) business
stakeholders (business associations and enterprises with strong interconnected-
ness to local government) and (3) public authorities (municipal officials involved
in planning, business relations, municipal officials and state institution repre-
sentatives from childcare, labor market, VET policy fields). As for community
interviewees, we analyze the involvement and experiences of local community
organizations and NGOs in territorial activation projects, inquiring about the
efficiency of collective mobilization efforts and improving access to local welfare.
The perspective of public authority actors uncovers how different institutions
coordinate their actions and interests in territorial-driven policies, what kind of
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deliberative practices are used to integrate different policies and practices. The
third group of business actors is advantageous in analysing business involvement
in territorial growth and development policies. The interviews were performed
in three urban, suburban, and rural localities (20 interviews in each munici-
pality, 60 in total) during the period July-November 2018. The snowballing sam-
pling strategy was used as an effective tool for identifying the most important
experts in the field and excluding the irrelevant ones. The list of interviewees
represents different fields of expertise, social and professional background, and
different degrees of public engagement in social investment policy fields. Finally,
the transcriptions of the interviews were prepared as well as interview notes sum-
marizing interview data on territorial problems and advantages, level of collec-
tive efficacy, and place-based approaches in territorial governance and policies,
coordination across governance levels and different stakeholder involvement.

Conclusion: National territorial inequalities profiles

The national input related to the multi-level conception of territorial inequality
and spatial justice has advanced over the past decade but still lacks more empiri-
cally based evidence on socio-economic and demographic dynamics of inequality
patterns at the regional and municipal level. Although the term territorial cohe-
sion points to a variety of socio-economic dimensions directed at reducing
territorial socio-economic imbalances, the conceptual confusion around the
territorial cohesion and methodological limitations remains one of the biggest
challenges. Firstly, the Lithuanian national tradition still lacks coherent empir-
ical studies based both on qualitative and quantitative regional and municipal
level data and, secondly, the research remains primarily descriptive.

Generally, the picture of territorial development in Lithuania represents the
analytical attempts to combine the territorial demographic changes, urbaniza-
tion processes, economic productivity of regions, and socio-spatial segregation
and differentiation. It is possible to distinguish few main research directions
related to territorial issues. The first one focuses on regional competitiveness and
indicators of economic wealth to describe the economic productivity processes
in both rural and urban territories. The second direction examines territorial
differentiation of the demographic processes. The third direction related to the
conception of spatial justice is limited to studies on the transformations of urban
space, urban discourses, and empirically based evaluation of socio-spatial seg-
regation in different size territories and localities. Although territorial develop-
ment policy and spatial justice is premised on the idea of merging economic
productivity and local welfare, there is a need to apply a complex framework for
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analyzing the phenomenon. On the one hand, the previous studies cover the level
of urban and rural disparities focusing exclusively on economic parameters (eco-
nomic productivity and economic performance indicators), socio-demographic
changes (natural population change, ageing and migration indicators) and
urban socio-spatial segregation and differentiation. On the other hand, national
research lacks systemic territorial patterning which could define the dynamics of
territorial inequality in terms of socio-demographic change, scope of urbaniza-
tion, economic productivity, and social-economic outcomes for households (for
example, household income, social exclusion, material deprivation, and avail-
ability to public services).

Summarizing existing patterns of territorial inequality in the Lithuanian case,
we can define classical dual rural/urban differentiation. The variation between
different social and economic indicators demonstrates that the capital area of
Vilnius together with the second and third largest cities of Kaunas and Klaipéda,
signify intensive multi-centered economic development compared with the rest
of the rural regions. Three urban areas, including the Capital generate the lar-
gest proportion of economic effectiveness resulting in higher labor force produc-
tivity, growing power of household income, and a higher quality of educational
and social services infrastructure. On the other hand, the imbalance of economic
productivity growth in the more rural regions of Tauragé, Utena, Telsiai is linked
to significant changes in demographic, social and economic indicators (for
example, labor market fluctuations, growing social inequality, high disposable
income dispersion, limited consumption of households and dependency on social
welfare system). The trends in social and economic outcome indicators demon-
strate that disparities in income inequality in urban and rural counties remain
very high. The income distribution level is significantly lower in the sparsely
populated counties of Tel$iai, Tauragé, Utena compared to the capital area. The
disparities in other indicators of human capital (education level and employ-
ment) are less significant in urban and rural territories. The analysis of territorial
inequality trends in Lithuania suggests that the most significant spatial diversi-
fication is observed between the capital area as well as two other urban areas of
Kaunas and Klaipéda, and the rest of the country. The recent trends in economic
development from 2008 to 2020 indicate a still greater imbalanced concentra-
tion of economic growth in the capital area of Vilnius which also aggregates the
highest levels of income, social welfare, and high-value workplaces.

Finally, the national academic advancement demonstrates the focus on terri-
torial disparities in terms of migration, natural population changes and demo-
graphic ageing. Most previous studies are lacking the dimension of spatial
justice and territorial patterning and only cover the issues of urban socio-spatial
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segregation and differentiation, social inequality, marginalization, and crim-
inalization in both urban and rural areas. However, the concept of territorial
cohesion and territorial development is rarely used to define inter-regional
and intra-regional variations and their impact on welfare provisions and well-
being of inhabitants from different socio-economic backgrounds. Some findings
indicate the imperative to discuss the capacities of municipal authorities and
institutions to provide public services. Nevertheless, the role of local communi-
ties in co-production and their relation to the territorially driven policy would
be a good starting point. Further political and analytical efforts should concen-
trate on the inter- and intra-regional variations leading to new social investment
policy instruments and tools.
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Chapter 4 Promoting social investment policy
through the development of early childhood
education and care policy. The Lithuanian case'

Abstract: Since the 1990s, the development of the early childcare and education (ECEC)
system in Lithuania has undergone dynamic shifts. Supply and demand for these services
which decreased at the beginning of the 1990s, was followed by recovery, but also by sig-
nificant urban-rural differentiation of the trend. The childcare provision is acknowledged
as the goal of both national and local level policy, but the institutional system in Lithuania
is very decentralized which exacerbates territorial diversity. Currently, the ECEC system
is expanding in urban areas and the role of private actors is growing. This results in con-
tradictory social investment outcomes: growing participation yet unequal educational
opportunities.

Keywords: early childhood education and care, territorial diversity, local policies on early
childhood education and care, social investment

Introduction

Formal childcare provision is at the center of the social investment policies and a
central part of any policy for social inclusion (Esping-Andersen, 2002). The high
quality of the childcare signals the investment of the welfare state in the children
as future human capital, a labor force, and a source of productivity. In addition,
the ready accessibility and typical high standards of early education and care
provision should mitigate the effect of social background on the child’s develop-
ment, uplift children from disadvantaged families and work as the equalizer of
educational opportunities. ECEC services also stimulate the return and partici-
pation of mothers in the labor market assisting them to balance work and family
duties, and thus contribute to productivity and gender equality. Thus, ECEC as
a social investment strategy is aimed at current and future human capital, social
inclusion and equal opportunities, reduction of poverty and gender equality.

1 During the various stages of the research, the help in collecting the material was pro-
vided by Jurga Bucaité-Vilke, Ieva Dryzaité, Viktorija Baranauskiené. The author
acknowledges their input and assistance.
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This chapter is dedicated to the analysis of the ECEC policies, and their
implementation mechanisms among different governmental tiers. It focuses
on responsibility at central administrative and municipal levels, policy goals,
planning, beneficiaries, expenditures, and the role of community and private
actors. It aims to reveal the institutional context of the ECEC, to discuss the
various level actors and policy discourses, uncover the shifts in the ECEC poli-
cies as well as the territorial variations in the development and implementation
of the ECEC policies. The chapter provides an in-depth analysis of three local-
ities: urban (Kaunas city), suburban (Kaunas district), and rural municipality
(Pakruojis district) and demonstrates the territorial diversity of ECEC policies.

Like all policies, the ECEC policies are path-dependent and shaped within
the broader framework of historical legacies. The system of institutionalized
childcare in Lithuania began developing between the 1920s and 1930s. However,
although there was a growing demand, the coverage was marginal. The system
predominantly targeted the poor working mothers employed in the industry,
which represented only a very small part of this period’s economy. The serv-
ices were primarily delivered by charitable or religious bodies and the role of
the state was very limited. Only in the second half of the 1930s did the state
take a more active role in delineating the legal norms and regulations for child-
young and old was allocated to the family which impacted the development of
the welfare policies (Aidukaite, Bogdanova, & Guogis, 2012). The Soviet period
brought an expansion of childcare services; the creche and kindergarten system
were established in rural and urban areas along with the implementation of full-
employment policies for men and women. However, despite the official ideology
which now removed the onus of early childcare from the family, the demand
for formal childcare was never met (Leinarte, 2021). In 1980, 40 % of children
under 3 years and 53 % of children 3-6 years of age attended the nurseries and
kindergartens (Stankiniené, Maslauskaité, & Baublyté, 2013). The services pro-
vided were of poor quality and many families relied on the care provided by
grandparents. Following the regaining of independence in the early 1990s, many
formal childcare institutions, particularly in the rural areas, were closed.

Research on the ECEC in Lithuania is prolific but primarily focuses on the
quality of the services (Liukinevi¢iené & Paulauskiené, 2019), the qualifications
of the pedagogical personnel or the issues related to the management of the
childcare institutions (Marti$auskiené, 2010, 2011). The ECEC policies and serv-
ices were previously analyzed within the broader framework of the family-work
balance and family policies (Purvaneckiené, 2005; Stankianiené, Jasilioniené,
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& Jancaityté, 2005; Bucaité-Vilké et al., 2012; Stanktniené, Maslauskaité, &
Baublyté, 2013). Cizauskaité and GruZzevskis (2018) based on the EU-SILC data,
suggest that the low attendance of children in the ECEC system accounts for the
low participation of mothers in the labor market. The territorial aspect of the
ECEC system did not attract much scholarly interest. Baranauskiené (2021) re-
vealed the territorial disparities in the development of the ECEC system based
on the socio-spatial analysis of the statistical data for the period 2001-2018.
However, research on the implementation of the national ECEC policy on the
municipal level remains insubstantial.

In this chapter, we discuss the national institutional context of the ECEC pol-
icies and thereafter present the changes in the policy from 2010 to 2020. In the
next step, an overview of the participation trends in the ECEC in Lithuania is
presented and the supply of services by public and private actors is discussed. In
the following, we analyze the local governance systems and subsequently pre-
sent the results of three case analyses from different municipalities. The chapter
closes with a summary of results and policy recommendations.

National institutional context: Between centralization and
municipal autonomy

Lithuania is a country in which the ECEC provision is split between national
and local policy actors. The general legal framework is defined by the Law on
Education (Lietuvos Respublikos $vietimo jstatymas, 2011), which states the
general aims, mechanisms, and policy actors responsible for the ECEC. Strategic
goals of Education are defined in the National Strategy of Education, which
is prepared by the Government for a ten-year period and approved by the
Parliament (Nacionaliné $vietimo strategija 2013-2020, 2013). At national level,
the Ministry of Education, Science and Sport is responsible for the policy forma-
tion, quality, and coordination of educational policies. Along with the national
level actors, municipalities are independently responsible for the network of
ECEC institutions and quality of the services. Municipalities are also respon-
sible for the procedures of enrollment, discounts, and fee policies. Municipalities
might partially reimburse the costs of the private child-care services to the fami-
lies. Thus, in Lithuania, the responsibilities for ECEC are decentralized.

General goals defined in the policy documents of the ECEC are: the provi-
sion of high-quality services, accessibility of the services, high-quality personnel,
efficient systems for monitoring and evaluation of the ECEC services, sufficient
financing, and effective governance (Nacionaliné §vietimo strategija 2013-2020,
2013). Currently, there are several policy goals set up as the priority in the
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development of the ECEC. Firstly, the expansion of participation in childcare
and educational institutions in the rural areas, which is expected to continue
to evolve. Expansion in urban areas is expected to be implemented by creating
“sustainable and equitable funding models” (OECD, 2017; Svietimas Lietuvoje,
2019). Secondly, the development of a comprehensive quality control system at
two levels - internal, executed by the municipalities, and external implemented
by the National Agency for School Evaluation. Thirdly, the standardization of the
services for children with special needs is set as a further policy goal in Lithuania.
Fourthly, the goals linked with uplifting professional competency levels of the
ECEC personnel are also prioritized.

Lithuania spends 0,7 % of the GDP on the ECEC, which is close to the OECD
average (OECD, 2017) and this amount has not increased. Public institutions
of the ECEC are free of charge, however, parents pay for the meals. Private
expenditures comprise 15 % of the total expenditures on ECEC. EU funds
are allocated for the development of early childhood education programs,
training of the personnel, inter-sectoral cooperation, creating the multifunc-
tional centers, modernization of the infrastructure, availability of the educa-
tional tools aimed at the development of child creativity, and self-regulation.
The “Yellow bus” program is also partially financed from EU funds and is aimed
at increasing the accessibility of services for children from remote areas, for
example, the EU funding of €6 mIn was allocated for a centralized purchase
of 140 school buses for the period of 2014-2020 (Dél mokykly aprapinimo
geltonaisiais autobusais, 2017).

The standardization and equalization of the ECEC policies in the territo-
ries are established through national-level financing mechanisms. The ECEC
is funded jointly by governmental funds and municipalities. The government
provides basic funds for the 20 hours per week for each child and municipalities
might supplement the funding. There are no additional special policies for the
standardization and equalization of ECEC.

In 2011, the financing model for a “student basket” was introduced, meaning
that each child is entitled to the “student basket” which is 100 % funded by the
state subsidies regardless of the type of ECEC institution they attend (public or
private). Children with special needs are offered a more substantial “student
basket” to promote inclusion. Yet, the level of the centralized funding is too low
to secure high-quality services in all territorial units, thus, the responsibility for
the supply and the quality of the ECEC is transferred to the municipalities. This
results in great spatial variation in the securing of ECEC services. Some muni-
cipalities subsidize family expenses in the private ECEC institutions, but the size
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of the subsidy and proportion of families receiving it differ. Only some munici-
palities provide free transportation services.

The role of the private sector in the ECEC has escalated in recent years as
the result of the reforms related to the liberalization of the hygiene norms and
the introduction of the “student basket” financing mechanism. The liberaliza-
tion of the hygiene norms allowed for the provision of ECEC services in various
establishments and thus positively affected the supply of services. Since 2011,
the number of private institutions particularly in urban areas has grown (OECD,
2017). However, the private sector comprises only a very small part of the ECEC
system. In 2017, only 6 % of children were enrolled in private institutions, a
similar proportion to other Eastern European countries (OECD, 2019). The pri-
vate actors are also eligible for the “student basket”, however, parents have to
cover additional expenses related to the service provider and the overall price for
childcare in private institutions is high.

The responsibility for the curricula of the ECEC and the quality of the serv-
ices is decentralized and thus there is no comprehensive system of quality con-
trol. The internal and external evaluations are conducted by the institution and
the municipality respectively, however, municipalities lack clear guidelines and
instruments for quality control and in many cases also lack the competence for
the assessment (an exception could be the large urban municipalities). Thus,
the level of quality of the services might vary between the municipalities. As
was previously mentioned, recent policy developments additionally stress the
role of external control. It is expected that external quality assurance could be
implemented by the National Agency for School Evaluation (OECD, 2019). This
legal entity is responsible for quality control at the primary and secondary school
levels. It is also expected that the implementation of this measure will ensure
“that municipalities do not experience conflicting interests that arise from being
founder, funder and quality monitor” (OECD, 2019).

Currently, the parents as the stakeholders are involved to a very limited extent
in the governance and supervision of the service quality of the ECEC. Although
this is a common problem, in urban areas, where the parental formal and
informal associations have overall higher capacities, the involvement is stronger.
We will discuss this in more detail later.

Shifts in the ECEC national policies

The ECEC policy development in the past decade included several reforms.
Overall, during the period, the field was dominated by policies targeting the
expansion of access to the ECEC. Several factors contributed to this process.
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The ECEC services are formally part of the educational policy, however, they are
also central to family policy measures. Within family policy discourse, the ECEC
services are positioned as the key element in the pursuit of the pro-natalist goals
and very high on the political agenda of all political parties or ruling coalitions
reflecting the political response to fertility decline and depopulation. As in many
other post-communist countries, fertility in Lithuania began radically decreasing
in the early 1990s, reaching the lowest low in 2002 when the total fertility rate
was 1.23 (Demographic Yearbook, 2017). Recovery began in the middle of the
2000s and from 2012 until 2019 fluctuated at around 1,6 (Statistics Lithuania,
2021a). Together with negative trends in other demographic processes — migra-
tion and mortality - fertility decline resulted in the substantial shrinkage of pop-
ulation size, unfavorable trends in population structure, and rapid demographic
aging. As a reaction, all strategic population and/or family policy documents
emphasized the need to boost investment in the ECEC. Moreover, by the 2000s,
the negative consequences of the closures of the kindergartens, which took place
in the 1990s, became evident and was recognized as problematic.

A significant policy shift related to the expansion of the ECEC system was
implemented in 2011. The policy reform eased the hygiene norms for the prem-
ises that provide childcare services and education. Subsequently, childcare
institutions could be established in private homes, multi-functional centers, and
other multipurpose housings (Aidukiené, 2014). The new legislation changed
the norms which had existed since the Soviet period. The lifting of the hygiene
restrictions created the pre-conditions for the establishment of childcare
institutions by the private sector but also created more favorable conditions for
the municipalities to adapt the existing infrastructure to childcare.

In the same year, the new model for financing the ECEC was introduced,
the so-called “student basket” model. Accordingly, each child is entitled to an
amount of money for care and education and the principle of “money follows the
child” was introduced and implemented. As previously mentioned, state subsidy
follows the child regardless of the type of ECEC institution attended, i.e. public
or private. Children with special needs are offered a more substantial “student
basket” in order to increase the inclusion of this group. The methodology for set-
ting the amount of the student basket is updated from time to time.

The policies aimed at the expansion of the ECEC education also include
obligatory pre-school education which previously was optional. In 2012, sev-
eral financial incentives were introduced to the families to promote this type
of early education. The measures targeted disadvantaged families and offered
discounts for pre-school education for children from single parent families, chil-
dren from families with three and more children, and families receiving social
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benefits (Aidukiené, 2014). The next step in the expansion of pre-school educa-
tion was taken in 2015 when amendments were made to the Law on Education.
The changes introduced an obligatory one-year pre-school education for all chil-
dren from the age of 6 years. One of the implicit goals of the amendment was
to increase participation in the formal pre-school education of children from
rural areas and to improve the educational chances of more deprived children
from rural areas. The most recent amendment to the Law on Education passed in
2020 anticipates that children will begin mandatory early education earlier than
6 years, and children from socially disadvantaged families even earlier.
Accessibility of the ECEC was also increased by the introduction of smaller
scale policy initiatives. For example, in rural areas, the existing infrastructure
was adapted to the changing needs of the population by constructing/renovating
the multi-functional centers, and co-funding these activities from municipal
and EU Structural funds. In addition, municipalities introduced the “yellow
bus” services and preschoolers from remote areas are now able to reach the
ECEC institutions or schools. To increase accessibility, many municipalities also
introduced the e-queuing system, in which enrollment in the public institutions
is possible only through the e-system and the progression of enrollment is
monitored by the municipality. This measure served to make access to the ECEC
services more transparent and to limit the cases of misuse in securing a place
at the institution. The accessibility of ECEC is additionally promoted by partial
coverage of the childcare services fee for the families if the municipalities do not
have the capacity to provide the publicly funded facility placement. It means
that the municipality decides to cover a part of ECEC fees for the private service
providers if the supply is not covered by the municipal services infrastructure.
The level of municipal subsidies for the families varies in different municipalities.
With regard to quality control of the ECEC services, Lithuania introduced leg-
islation which decentralized the quality control of childcare and pre-school edu-
cation services in 2007 (OECD, 2017). Both the child education curricula and
quality control responsibilities were assigned to the institutions. The Ministry of
Education, Science and Sport assumed a non-directive role and provided only
guidance and methodological advice. Revision of the curricula also became part
of the municipal responsibilities. Thus, municipalities became the founder, par-
tial funder and the provider of the services and this condition in some cases mit-
igated the quality standards. After a decade in 2016 the Ministry of Education,
Science and Sport initiated discussions around quality control in the ECEC
services. The process was also backed by external experts and international or-
ganizations (for example OECD). There has been discussion around quality
control being implemented by activating the role of the Ministry of Education,
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Science, and Sport and also by delegating part of the quality assurance functions
to national level institutions. The Ministry could prepare the guiding templates,
which could be used by the municipality officials in the quality evaluation pro-
cess. The National Agency of School Evaluation could be also included in the
process and become the external evaluator. The policy discussions also stress that
parents are not included in the quality assurance, and this also calls for action.

The inclusion of children with special needs into the ECEC system also
becomes a policy issue. It has been recognized that there are problems related not
only to the use of facilities and infrastructure, but also to the shortages of spe-
cially trained personnel (OECD, 2016). The problems are particularly relevant
in the rural areas, where there is a shortage of specialists but on the other hand,
more children are exposed to disadvantageous conditions. The discussions are
ongoing about the creation of a more intense collaboration between the health
specialists and the ECEC.

Active policy discussions about the workforce in the educational system in
Lithuania, including the ECEC subsector are ongoing. The aging of the ECEC
teachers is seen as one of the critical problems. Due to the low salaries offered
teachers in the subsector, the profession is not attractive and young people do
not enroll in the studies related to the ECEC. In addition, growing demand for
the ECEC services also increases the demand for teaching staff, however, young,
qualified personnel do not enter the subsector. Although the shortage of per-
sonnel is especially high in rural areas, this scarcity is experienced even by the
large urban centers (Siarova & Buinauskas, 2017). Although the high-quality
ECEC services are set as a priority, the system of competence development of
the ECEC teachers still has room for improvement. According to the legislation,
the ECEC teachers are “entitled to five days per year for their professional devel-
opment, but they are not obliged to make use of this opportunity” (Siarova &
Buinauskas, 2017).

Participation and supply of ECEC services: Spatial dispersion

Participation in early childhood education and care for children from 3 to 6 years
of age, 6 being the start of compulsory schooling in Lithuania, is close to the EU
average and in 2020 was 90.3 % (EU target — 95 %) (Education and Training
Monitor, 2017). However, the attendance of children from 1 to 2 years of age is
44.2 % (Figure 4.1). Figure 4.1 portrays the long-term trend in the ECEC par-
ticipation and places the current trend in a broader perspective. The shift away
from family responsibility for childcare began during the Soviet period, yet, in
1960 the proportion of children in the créches and kindergartens was minor and



Promoting social investment policy through ECEC 125

comprised less than 10 %. In 1987, more than two and a half-decades later, about
half of the children aged 1-2 and around 70 % aged 3-6 attended formal child-
care institutions.

Significant changes occurred after the 1990s with the economic down-
turn which resulted in massive job losses for men and women, ideological re-
traditionalization of the gender roles, and massive deterioration of the formal
childcare system especially in the rural areas. In the early 1990s, participa-
tion more than halved and the proportion of children aged 3-6 attending the
kindergartens was 30 %. For children aged 1-2 years, the decline was even more
dramatic and fell from 50 % to 10 %. However, since the middle of the 1990s, the
participation rates have increased again. In 2012 the proportion of children aged
3-6 attending kindergarten even exceeded the highest level of the Soviet period
and since then has been continuously on the increase. A similar trend of rising
participation is also observed in the age group 1-2 years; however, the level is
substantially lower. The much lower participation rate of this group is related to
parental leave policies, which encourage parents to take care of the child in the
family.

Long and generous parental leave policies entitle parents to up to three years
of leave with the choice of selecting one or two years of paid leave. One-year paid
leave is compensated by a benefit equal to approximately 77 % of the previous
wage, two years leave — with 54 % the first year and 31 % the second year with
working also a possibility (Norgélaité, 2020). Parental leave of three years was
introduced in 1989, but until 2008 only one year was remunerated although the
share of the benefit varied from 60 to 100 % of previous wages (Stankaniené,
Maslauskaité, & Baublyté, 2013). The two-year paid leave was introduced in 2008
with a record high level of benefits: 100 % the first year, 85 % in the second. Later,
the size of the benefits was reduced and the option of employment during the
second year was introduced. Thus, the parental leave policies overall support a
family orientation towards early child care and contribute to the long periods of
withdrawal of parents — usually mothers - from the labor market.

Although the participation rates are increasing, there is a significant urban-
rural difference, which reflects the main territorial policy challenge (see
Figure 4.2). The participation rate for children 1-2 years of age is 20 % in rural
areas and 53 % in urban areas, while for 3-6 years of age 49 % and 107 % respec-
tively (Statistics Lithuania, 2021b). Figure 4.2 also demonstrates that the urban-
rural gap is consistent and there are no indications of convergence.

There are spatial disparities in the dispersion of children’s participation in
ECEC in rural and urban municipalities. In some rural municipalities (Pagégiai,
Kalvarija) the proportion of children aged 5 years and under attending childcare
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Figure 4.1. Participation in ECEC by child’s age, 1960—2020. Source: For years 2000-
2020 data provided by the Statistics Lithuania (2021), https://osp.stat.gov.lt/statistiniu-
rodikliu-analize?hash=d909e7c3-6c3c-40ea-8739-9af95163d203#/; for the earlier years
Stankiiniené, Jasilioniené 2008.

institutions is approximately 30 %, while in the large urban areas the partici-
pation rate i§ approximately 75-80 % (Svietimo baklés apzvalga, 2019). The
mean rate of attendance in large urban municipalities for the age group 5 years
and under is 67 %, in so-called “ring” municipalities (those bordering the large
cities) 58 %, in large rural municipalities — 59 % and 55 % in small municipalities
(Svietimo problemy analizé, 2020).

According to some estimations, the gap in enrollment of children from
socially and economically vulnerable families and children from a more advan-
taged background is 15.7 % (Education and Training Monitor, 2019). However,
the educational statistics in Lithuania do not record whether the child is from
a socially vulnerable family (Svietimo problemy analizé, 2020). Yet, based on
survey results from the municipality representatives, parents from such families
do not enroll children in the ECEC institutions for the following reasons: because
they face transportation problems, municipalities could not provide services for
children with special needs, parents have economic motives to organize child-
care at home if there are younger children, parents do not want to enroll children
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Figure 4.2. Participation in ECEC of children aged 1-2 and 3-6 years, 2000-2020.
Source: Statistics Lithuania (2021), https://osp.stat.gov.lt/statistiniu-rodikliu-anal
ize?hash=d909e7c3-6¢3c-40ea-8739-9af95163d203#/.

in ECEC if the service is provided only for 4 hours per day (Svietimo problemy
analize, 2020).

From the perspective of supply, the total number of ECEC institutions dra-
matically decreased in the early 1990s falling from 1422 in 1991 to 748 in 1994
(Figure 4.3). Thus, the reduction over three years was 50 %. In the later years, the
number of institutions slightly decreased further reaching its lowermost point in
2010 (626), but subsequently a very moderate upward trend with 716 institutions
in 2020 could be observed. However, the trends are different in urban and rural
areas. In urban areas, the number of ECEC institutions is growing, while in rural
areas they are declining. Since 2010, when there were 499 institutions in urban
areas, the number increased and in the current year there are 635 (Figure 4.3).
The contrary trend is characteristic for the rural areas, where in the same period
the number declined from 127 to 81.

An increase in the proportion of children attending the ECEC and a
decrease in the number of institutions leads to an unmet demand. Overall,
there are on average approximately 106 places for 100 children in the ECEC
establishments (Svietimo problemy analizé, 2020), but a shortage of places in
urban areas. Most urbanized municipalities and the surrounding large urban
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Figure 4.3. The number of the ECEC institutions in urban and rural areas, 1991-2020.
Source: https://osp.stat.gov.It/statistiniu-rodikliu-analize?indicator=S3R195#/.

center municipalities are faced with an insufficiency of places. In most rural
demographically aged regions, availability of the places at ECEC institutions
is the highest.

The number of private institutions is rising, but this is the trend in the lar-
gest urban cities (Vilnius, Kaunas, Klaipéda) (Figure 4.3). For example, in 2011
there were only 25 private ECEC institutions, in 2015, 115, and in 2018, 138
(Lithuania. Organization of Private Education, 2018). The private institutions
offer more diverse educational programs, might have better-equipped premises,
and enroll smaller groups. Admission to the private institution is managed by
the service provider. Even though the private institutions receive a “class basket”
for education from the state budget, they also charge fees for covering other
education-related costs. The amount for this additional contribution is deter-
mined by the private ECEC institution founder and paid on a contractual basis
by parents. The tuition fees range from 120 to 500 euros, while in the public
establishment approximately 50-60 euros (Ikimokyklinis ugdymas, 2021). Thus,
the private ECEC institutions are accessible only to the more affluent parents.
In some municipalities, the costs of a privately provided ECEC might be reim-
bursed through public subsidies, but the size of the subsidy the family receives
varies by municipality.
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Local governance system: Different cases, different solutions

This chapter analyzes the local governance system including assignment of
responsibilities and bodies within the ECEC policy area, the question of local
autonomy, funding mechanisms, the role of private actors, and forms of public/
private partnership. The main territorial policy goals for the ECEC system are
related to accessibility in urban and rural areas, educational quality and greater
inclusion of children from families at risk of economic hardship and poverty.
The diversity at the level of the localities will be discussed by presenting a case
study of each.

As was noted previously, the central authorities provide partial funding for
the ECEC system and regulate the teaching provisions and the qualifications of
the ECEC teachers. The municipalities can regulate the institutional network
of ECEC institutions, are responsible for the network of pre-school child-care
institutions, the quality of the childcare services, and for the procedures of enroll-
ment, discounts, and fee policies. The municipalities are also the founders of all
public ECEC institutions which operate at municipal level. The private child-
care providers within the administrative borders of the municipality operate in
accordance with the order established by the Minister for Education, Science
and Sports. The municipalities also decide the operational hours of preschool
groups, and these may vary a great deal. Some preschool institutions operate for
from 3 to 12 hours on weekdays and others (weekly kindergartens) operate for
24 hours a day. Some ECEC institutions decide the operational hours in accor-
dance with parental needs (earlier opening and later closing). In all groups where
educational activities last for more than four hours per day, children are pro-
vided with facilities for hot meals and nap time (bedrooms). The responsibilities
of the municipalities increased after pre-primary education became compulsory
in 2016 and the municipalities were obligated to establish and maintain pre-
primary classes.

The ECEC is funded jointly by governmental funds and municipalities.
Standardization and equalization of the ECEC policies in the territories are estab-
lished through the financing mechanism within the “pupil basket” principle. This
is a purposive state subsidy - a basket (firstly introduced in 2008), part of which
is directly allocated to the ECEC school, while municipalities receive a smaller
amount for further reallocation. In 2018, a mixed funding method replaced the
“student’s basket” with the so-called “class basket”. Most of the funds are calcu-
lated for the kindergarten group and some costs according to the number of
children. The government provides basic funds for 20 hours per week for each
child. Municipalities might also supplement the funding for the extra personnel,
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for example, the social care employees, speech specialists and psychologists. As
municipal councils are the founders of public ECEC institutions, it is the munic-
ipal council that decides the fees for a childcare service. Parents must pay for
the provision of meals for children. Municipalities might partially reimburse the
costs of the private child-care services to families at risk.

Additionally, through different programs, the state can allocate investment
funds for the development of education, for example, for the construction, reno-
vation, or restructuring of facilities, or the development of human resources. EU
funds are allocated for the development of early childhood education programs,
training of the personnel, inter-sectoral cooperation, the creation of multifunc-
tional centers, modernization of the infrastructure, availability of the educational
tools aimed at the development of creativity and self-regulation. The “Yellow
bus” program is also partially financed from EU funds and aims to increase the
accessibility of services for children from remote areas.

Local cases

In the following, we will present the three municipalities and their territorial
level policies related to the ECEC. The demographic and economic context of
each municipality has been previously discussed in the introductory section of
this book. In this section of the chapter, we will analyze the local policy discourse
and social investment strategies in developing the ECEC at the locality level.

Urban case: Kaunas city municipality

In the Kaunas city municipality, ECEC services are provided by both public
and private institutions. There are institutions, which provide only pre-school
childcare services and others that provide ECEC services together with pri-
mary education. In total, in the municipality, there are 97 public early childcare
and pre-school institutions (kindergartens or créches-kindergartens), and 19
private ECEC institutions (which equates to around 16 %). Between 2014 and
2018 an additional 400 places were created in various ECEC institutions (see
Table 4.1).

Issues re