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1 Introduction 

The objective of this research paper is to find out whether urban development funds 

should finance certain project types on a local level that are relevant in all European 

Member States. Therefore, our research focuses on integrated development of new in-

ner-city quarters and redevelopment of existing neighbourhoods. These ventures are 

all organised as development investment projects. Typically, they are characterised by 

high cash outflows and an immanent high risk, which is why private stakeholders 

normally only develop areas with a granted return on investment. To pursue the public 

aim of an integrated urban development and to develop quarters in less profitable are-

as, financing via urban development funds seems reasonable. In our research paper, we 

try to find out where such quarter development projects1 are located and whether there 

is a market-failure in structurally weak areas. This kind of analysis is an ex-ante mar-

ket assessment for a potential application field for UDFs. The assessment object is not 

a specific region, the idea is rather for a full Member State (here: Germany) to justify 

the use of public revolving capital opposite to a purely private sector solution.  

Therefore, we will first define and systemize quarter development projects in theory 

and in practice (in Germany). In the second step, we perform a market analysis using 

spatial variables to identify this kind of development projects in Germany. In the last 

step, we will conduct a regression analysis to test our central hypothesis: promoters do 

not realize quarter development projects in structurally weak areas. If this hypothesis 

turns out to be true, urban development funds, which have been introduced by 

JESSICA (Joint European Support for Sustainable Investment in City Areas), could 

provide a valuable contribution to European Cohesion Policy by funding integrated 

quarter developments in economically underdeveloped or disadvantaged regions (not 

only in Germany, but in every European Member State).   

                                              

1  The existing research projects concerning the JESSICA imitative hardly deal with integrated ur-
ban development on the level of city quarters. Therefore, this research approach is an innovative 
application of urban development funds in Europe, although Nadler/FIRU/Kreuz (2008) conduct-
ed for the EU urban policy ministers’ first ideas for a possible use of JESSICA type funds in this 
finance field. In general, the JESSICA initiative has the goal to provide development finance 
through revolving financial instruments (cf. Kreuz/Nadler 2010). 
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2 New city quarters as a possible asset class for urban in-
vestors and promoters 

2.1 Existing research approaches 

In the context of this research approach, we understand district development as the 

creation of a new city quarter. Therefore, we use quarter development as a synonym 

for district development. This development field is different from single real estate de-

velopments because of its size: Such projects usually last from at least 10 to 15 years, 

include a minimum area of 10 hectares and consist of several properties with different 

types of use. In contrast to conventional city planning, such developments are imple-

mentation-oriented projects with their own cost budget and financial plan – in general 

in cooperation with private stakeholders. These projects follow a rather holistic ap-

proach by combining not only physical investments in buildings and infrastructure as-

sets but also social and ecological dimensions of urban development.   

In the following, we will analyse existing research approaches in this context. First of 

all, research on the level of city quarters respectively districts exists within the scope 

of geographical and theoretical planning research from the German research group for 

neighbourhood development2. Secondly, DEFFNER/MEISEL (2013) take an interdis-

ciplinary approach combining socio-scientific, economic and urbanistic as well as ar-

chitectural aspects about city quarters. Thirdly, several case studies exist on the devel-

opment of new city quarters but they do not exceed descriptive project analysis. For 

example, FELDMANN (2009) studied the development projects HafenCity Hamburg, 

Südstadt Tübingen, Arnulfpark Munich and Rebstockpark Frankfurt and generated an 

approach to link the economic model of strategic management with knowledge on city 

planning and real estate. DZIOMBA (2009) examined two large-scale projects of ur-

ban renaissance – HafenCity Hamburg and Westhafen Frankfurt – with focus on prop-

erty sales. TOELLE (2005) assigns the inner-city waterfront developments HafenCity 
                                              

2  Cf. e.g. Drilling/Schnur (2009), Drilling/Schnur (2012). In the context of the European pro-
gramme URBACT, the project SURE focused on the social cohesion in neighborhoods and the 
governance of integrated development in deprived city districts – supplemented by a working 
group with the aim to illustrate the state of the art in integrated sustainable urban development. 
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Hamburg, Lyon Confluence and Gdańsk Młode Miasto to the globalisation-driven 

transformational process in European metropolises. He examines whether a large-scale 

urban project due to its size, complexity, exposure in public and structural effects is a 

paradigm for the whole city to manage its urban development. KÖSTER (2006) ana-

lysed five case studies (Theresienhöhe Munich, Deutschherrnviertel Frankfurt, Unter-

neustadt Kassel, Falkenried Hamburg and Eldenaer Straße Berlin) with the focus on 

the implementation of urban qualities through Public Private Partnerships to assure its 

quality. Other descriptive case studies about new city quarters exist for Munich, Frank-

furt, Heidelberg and Cologne3 as well as in the related field of research that deals with 

flagship projects4. SZAMEITAT/ADAM (2011) conducted one of the few cross-

studies about the “benefits” of this kind of urban development projects. The result of 

ten reviewed case studies in Germany is that new city quarters have an influence on 

local economy and boost inner-city development. This could be a “prove” that new ur-

ban quarters are a meaningful component of a property-led policy, because property 

development can influence and strengthen local economy by providing sites, infra-

structure and accommodation for a wide range of developments.5 However, the studies 

are purely descriptive and lack a quantitative approach to prove the economic benefits. 

Further research exists on follow-up costs of infrastructure.6 However, this approach is 

at regional and not at urban district level. 

2.2 Definition for new city quarters 

A consistent definition for new urban quarters respectively districts does exist neither 

in theory nor in urbanistic practice. Furthermore, theory and practice uses terms like 

“communities” or “neighbourhoods” often as synonyms. Socio-scientific research 

                                              

3 Cf. Hafner/Miosga (2007), Skok (2000), Schütz/Feldmann (2008), Köhler (2008), Küpper/Voll-
mer (1988), Mrosek (2013). 

4  They encompass not only urban development projects, but also events (e.g. Olympics), image pro-
jects (e.g. urban entertainment centres) or infrastructure (e.g. international airports).  

5  Cf. a detailed discussion on external benefits Thiel/Nadler (2015), section 2. Bizer et al. (2008) 
have done the only quantitative study in Germany on empirical effects of Brownfield revitaliza-
tions on communal budgets and on living conditions, but the studied projects are smaller than 20 
hectare and only rarely multi-used, so that you can hardly consider them as new city quarters. 

6  Cf. e.g. BBR (2006), Siedentop (2009). 
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mostly points out that urban quarters do not have fixed boundaries that comply with 

administrative respectively statistical units.7 Therefore, we follow the ideas of 

SCHNUR (2014, p. 43): he defines a (new) quarter as a contextually embedded, 

through external and internal actions socially fuzzy constructed centre-place of every-

day life and individual social spheres (quarter as a “fuzzy place”): 

 

Figure 1: Quarter as a fuzzy place (Schnur (2014), p. 44) 

It concludes that a quarter represents an individually perceived space of identity and 

living, which varies from person to person. Characteristics to delimit it to surrounding 

districts can be social, architectural, economic, historical, or physical ones8. It is possi-

ble to identify these characteristics of (new) city quarters/districts, if a (normative) 

guiding principle or “mission statement” for sustainable urban development is ap-

plied. This could be the image of the European City, which is typically characterised 

by the attributes of a contrast between urban and rural areas, of centrality, size, density 

                                              

7  This is a problem, if research wants to identify the generated benefit of district developments. 
Here it is indispensable to delimit districts exactly down to individual lot-level. By approximation, 
one can delimitate quarters by boundaries of urban planning designs, legally binding land-use 
plans or urban development zones. However, this kind of delimitation often does not comply with 
official statistics. At least large cities’ statistics departments can provide relevant data for delim-
ited districts on an aggregated level by using their existing statistics of parcels (e.g. population or 
buildings in relevant quarters). However, income data is often not available even in larger cities. 

8  Cf. Heyder und Koch (2011), pp. 34, Schnur (2014), Wheeler (2004), p. 181. 
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and mixture.9 On the one hand, the term “urbanity” refers to a way of life or lifestyle 

that fulfils a separation of public and private life as well as of labour and leisure. On 

the other hand, urbanity is an attribute for places with public space like streets, squares 

and parks as a constitutive element. Urban places are characterised by an animated 

public space and a functional mix as well as a compact architecture and a heterogene-

ous population. This turns the European City to a place of communication, division of 

labour and recreational activities. At the same time, it is also a place, where aberrant 

lifestyles and un-adapted behaviour can find a place due to its anonymity. In Decem-

ber 2005, European Policy (in the course of the EU Ministerial Informal on Sustaina-

ble Communities during the UK Presidency of the EU) applied these ideas. According 

to the approved “Bristol Accord” sustainable communities should be:10 

- Active, inclusive and safe: Fair tolerant and cohesive with a strong local culture and 

other shared community activities, 

- Well run: With effective and inclusive participation, representation and leadership, 

- Well connected: With good transport services and communication linking people to 

jobs, schools, health and other services, 

- Well served: With public, private, community and voluntary services that are appro-

priate to people’s needs and accessible to all, 

- Environmentally sensitive: Providing places for people to live that are considerate of 

the environment, 

- Thriving: With a flourishing and diverse local economy, 

- Well designed and built: Featuring quality built and natural environment, and 

- Fair for everyone: Including those in other communities, now and in the future. 

European policy derived these characteristics of sustainable communities from Egan’s 

wheel for sustainable communities: 

                                              

9  Cf. Siebel (2000), pp. 28-32; Siebel (2004), p. 16. 
10  Cf. Office of the Deputy Prime Minister (2006), p. 12. 
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Figure 2: Components of sustainable communities - Egan's wheel (Office of the Deputy Prime Minis-
ter 2004, p. 19) 

It contains seven components of sustainable communities, which constitute the main 

categories of the following design variables of district developments: housing and the 

built environment, environment and ecology, services, transport and connectivity, 

governance, economy and sociocultural setting. Several sub-components complement 

the seven components, which we will adapt to an analysis of district developments. 

With these guiding principles, it is possible to identify design characteristics11 for new 

city quarters and districts and to show why investing in integrated quarter develop-

ments would be a very reasonable application field for urban development funds.12 

2.3 Design characteristics of new city quarters 

The design characteristics of new urban quarter developments appear in all of the sev-

en components of sustainable communities following the Bristol Accord (see figure 2). 
                                              

11  Cf. De Costa/Fumega/Louro (2013). 
12  The operationalization of design variables occurs in many cases according to DGNB (2012). 
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2.3.1 High quality in housing and the built environment 

Many new urban quarters have a high quality concerning the architecture of the new 

buildings as well as in the built environment. This is a consequence of the fact that we 

find many projects on Brownfields, which are a result of the following former uses:  

- Military sites and barracks 

Military sites and barracks are a common former use of quarter development areas 

in Germany. After the German reunification, these sites of the Allied forces are 

gradually abandoned. In addition to that, a reform of German armed forces in 2011 

has provoked that 31 further barracks are in need of new utilisation concepts in the 

next years. 

- Infrastructure facilities 

German federal railways and other European railway companies generally are one 

of the most important property owners. After their privatisation, they gradually 

started to sell or to develop sites not used anymore. The same is true for former air-

ports like for example in Germany Munich-Riem and Berlin-Tempelhof. Further 

abandoned infrastructure facilities, which became new urban districts, are abattoirs, 

central markets, fair grounds, sports facilities, university campuses and hospitals. 

- Industrial sites 

Especially in Europe’s old industrial regions, the structural change in employment 

and production caused the abandonment of inner-city production locations. After 

remediation, such sites (e.g. large factory sites, coalmines in former mining regions 

and former docklands) have the potential to become new urban quarters.  

The advantage of the use of Brownfields is that they are usually more integrated than 

(new) Greenfield developments in suburban areas or outskirts. Also reuse of land (= 

reduction of land consumption) is a typical output indicator in operational programmes 

not only in Germany. Furthermore, very often these former uses give the new urban 

quarters a specific sense of place: Many new urban quarters create new places, but try 

to preserve the historical structures plus the local culture and tradition of the place. 

Such a relation to the location in terms of a “sense of place” arises from the preserva-

tion of old structures and the integration of historic listed or distinctive buildings with-
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in the district development.13 Therefore, quarter developments (like for example Zeche 

Zollverein in the city of Essen) are examples for the preservation of culture heritage. 

High quality of the built environment in quarter developments is often a result of the 

density of building use. Density is important to land consumption, but also for viability 

of public transport, access to facilities and services, reduction of social segregation, 

and water and energy supply – as well as it can save energy due to shared walls and 

shorter infrastructure lengths. It can be measured by gross floor area (GFA), floor 

space index (FSI) or number of dwellings per hectare. Concerning these indicators, 

thresholds exist.14 However, there is no overall suitable threshold, since it depends on 

urban locations. In new urban quarters next to city centre, compact housing might be 

adequate, but this would not be applicable in outskirts. 

High quality in new urban quarters is not only achievable through specifications for 

density, but also for building heights and parcelling of land: On the one hand, resi-

dents are supposed to prefer living in a district with lower buildings coming along with 

fewer occupants. But on the other hand, in cities like New York or Hong Kong proper-

ty values increase in proportion to the height of building. In these cases, storeys higher 

than the surrounding buildings can realise the highest rents because of the offered 

view. Concerning the parcelling there exist four different strategies in new urban quar-

ter developments: district-based, block-based, street-based and plot-based. These dif-

ferent sizes of parcels affect the scale of the developments and reflect the degree of 

public regulation in the planning process. While bigger parcels enable a consistent de-

velopment by one actor, small parcels permit many different sub-developers to create a 

more fine-grained district.15  

                                              

13  Cf. Breuer (2013), p. 12. 
14  E.g., Barton (2000), p. 117, suggests an ideal density of 50 dwellings per hectare. Other exempla-

ry thresholds focus on a maximum density, which is technically appropriate. Molestina (2004, p. 
32) points out that in the case of residential building the costs of a density higher than a FSI of 0.8 
pre-dominate the benefits from a higher density. Moreover, there exists an upper limit in Germa-
ny. For instance in six storeyed building areas, a maximum of 400 residents per hectare are al-
lowed to avoid a lack of light, playgrounds, parking lots and garden areas (cf. Husemann 2005, 
pp. 18). 

15  Cf. Love und Crawford (2011), pp. 94. 
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Finally, the quality of architecture in residential buildings in new quarters often is a 

distinct characteristic that influences prices and rents.16 The quality of architecture in 

new urban quarters is displayed e.g. in the number of contents17, in contributions of 

famous architects or in the existence of flagship investments18 as well as waterfront 

developments19. The study of SZARMEITAT/ADAM (2011) revealed that nearly eve-

ry new urban city quarter has at least one architecture contest and very often flagship 

investments create a new image for the overall city district. 

2.3.2 Good transport services and connectivity respective accessibility 

A car-oriented city quarter like in former periods of urbanism does not apply to be 

liveable and human-oriented anymore. Therefore, many new urban quarters create car-

free settlements in combination with peripheral car parks, electronic mobility devices 

(e.g. e-bikes) and car or bike sharing facilities.20 To achieve this goal, new urban quar-

ters should have a good connection to public transport systems. Ideally, bus or tram-

way lines link the district to the city centre. The number of bus or tramway stops and 

the number of different bus or tramway lines in relation to quarter size is a first indica-

tor to measure connectivity. A better comparable indicator is the length of public 

transport network as a proportion of land area. At the same time, new city quarters 

should be near to superregional transport network as for example national road net-

work. Together with the micro-location, this usually leads to the effect that new urban 

quarters in practice have a high accessibility to all kind of services, retailers as well as 

                                              

16  The existence of buildings with a good architecture influences the value of real estate in the sur-
rounding neighbourhood (cf. Hille 2013). 

17  Such competitions are possible for designing master plans and for architectural planning of public 
places and infrastructures or private buildings.  

18  Through the development of new urban quarters, cities often try to improve their image. An im-
portant instrument for such a branding effect is the conception of flagship investments. Generally, 
these are representative and prestigious individual projects. They gain popularity beyond the ove-
rall project. An example for such a project is the Elbe Philharmonic Hall in the HafenCity Ham-
burg (cf. Colantonio/Dixon 2011, p. 226, Adam/Fuchs 2012, p. 568). 

19  Waterfront developments benefit from their extraordinary location and iconic view. Both residen-
tial and commercial uses constitute a high demand for developments next to the sea, a river or a 
lake. Users accept higher rents and prices in these places (cf. Szarmeitat/Adam 2011). 

20  Cf. Breuer/Schmell (2012), p. 12 
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city centres.21 One can measure this easily e.g. by the travel time or travel cost budgets 

for the inhabitants of the new districts, which makes them (small) smart cities.  

2.3.3 Vibrant and harmonious communities through social and cultural uses 

Numerous publications and research projects characterize new city quarters through a 

functional mix22 with a particular utilisation focus. Thereby new city districts offer a 

coexistence of residential and business use and create residential structures for differ-

ent demand-patterns.23 Concerning the business use, offices as well as retail and gas-

tronomy coexist. Furthermore, cultural and leisure establishments can even serve to at-

tract foreign visitors. Public sector provides social infrastructure like schools and edu-

cational and research institutions. Even a settlement of public administration buildings 

is possible. To measure the functional mix one could separate quarters with mono-

functional use (e.g. pure residential districts or industrial/business parks) from those 

ones with multifunctional use (residential and labour). However, practitioners in quar-

ter developments use a better indicator, the Berry index, which indicates the degree of 

diversification of a group (originally in enterprises). One can calculate the Berry index 

as a complement of the sum of squared sales shares (in percent) of all independent 

components of an enterprise. If one uses instead of sales the share of land uses in new 

quarters, then the value is a good indicator for diversification. A value of zero means 

that the new quarter is not diversified (single land-use or mono-functional use). The 

more the value tends to one, the more diversified is the new urban quarter. 

A central objective of public stakeholders for integrated urban development is to estab-

lish social diversity in housing districts. A concentration of lower social ranks as an 

                                              

21  Cf. Breuer/Schmell (2012), pp. 12. 
22  Cf. Schütz/Feldmann (2008), pp. 847, Breuer/Schmell (2012), p.11, Breuer/Schmell (2007), p. 31. 

A functional mix can exist on different scales: on the scale of a building, of a street or block, of a 
neighbourhood, of a district, or of the town. Some authors point out that mixing is more important 
on the scale of the town or urban township than on the pedestrian-scaled neighbourhood (cf. Bar-
ton 2000, pp. 112). In the following, the functional mix is analysed only on district level. 

23  The functional mix separates quarter developments from single property developments (cf. 
Schütz/Feldmann 2008, p. 846). DGNB (2012) employs the delimiting criterion that districts are 
composed of multiple buildings and a minimum of two building plots. Furthermore, districts im-
ply infrastructure facilities and public or at least publicly available spaces. 
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indicator for an insufficient social diversity often is a reason for social problems in city 

districts.24 Since all quarter developments use instruments of integrated planning, this 

characteristic is again typically for new urban quarters. Through these planning instru-

ments, one can create social diversity, which should cause positive effects in the dis-

trict like stability, social capital and lower delinquency. The ratio of social housing 

may designate an indicator for social diversity in district developments. The existence 

of different sizes of households or different housing tenures is also an indicator for 

high social diversity. Such a mix of property (privately rented dwellings and social 

dwellings) can create social diversity.25 Therefore, the proportion of households living 

in owned dwellings (vs. rented housing) could be a possible indicator. 

2.3.4 Effective participation in governance structures 

Especially for citywide impacts of district developments, it is important that these are 

part of the overall vision for urban development. Within the meaning of an integrated 

urban development, it is necessary not to string together multiple projects with a short-

term achievement of objectives that do not have any steering effect and may cause a 

unidirectional or dissonant urban development. Instead, decision makers on a superor-

dinate level should discuss where potential problems might result from the develop-

ment. Scenarios are a possible methodology, which decision makers can use in an in-

tegrated plan for sustainable urban development (IPSUD). Typically, promoters im-

plement quarter developments as a project and therefore always apply implementa-

tion-oriented IPSUDs because of the high impact on overall city development.26  

                                              

24  Cf. Feldmann (2009), p. 169, Widmer (2009), pp. 61. 
25  Cf. Friedrichs (2010), pp. 325. By analyzing secondary data from the Survey of English Housing 

KEARNS/MASON (2007, pp. 686) stated: “First, with regard to patterns of neighbourhood defi-
ciency, it was found that areas dominated by social rented housing perform the worst both in 
terms of identified neighbourhood problems and desired improvements to facilities and services. 
Furthermore, areas where social renting and owner occupation are both sizeable (30–50 per cent 
each) are the next-worst performers. In contrast, areas with an overwhelming proportion of owner 
occupied housing have the lowest incidence of neighbourhood problems, but areas with substan-
tial proportions of both owner occupation and private renting also perform reasonably well in 
terms of neighbourhood problems and perform best in terms of having the lowest desire for im-
provements to local services and amenities.” 

26  Cf. Nadler (2014), Mayer (2008), p. 134, Breuer (2013), pp. 13, Adam/Fuchs (2012), p. 569. 
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The impact is a consequence of the pure size of quarter developments. However, the 

high capital volume invested makes it necessary to split the resulting risk between 

public and private stakeholders. Here, we distinguish between municipal develop-

ments – public actors bear all development risks by developing land, infrastructure and 

buildings using their own capital – and pure private developments. Here, private pro-

moters and investors bear the risks investing their equity capital next to high credit fi-

nancing ratios. However, in all new urban quarters we see a form of PPP (Public Pri-

vate Partnership), in which the public often is responsible for infrastructure and the 

private sector is responsible for buildings. The land used for the quarter development 

is either public or private depending on the former use (in case of brownfields). Never-

theless, PPP are always a cooperative distribution of risks and this again is a typical 

characteristic for quarter developments in Germany. This characteristic makes them 

ideal-typical projects for JESSICA-type investment funds.27  

At the same time, the failure of several large-scale developments in Germany or 

France due to massive protest movements clearly shows the significance of appropri-

ate public participation in the development process. Public involvement corresponds 

to the request for open planning processes to democratic scrutiny. It helps to establish 

good governance for such large-scale projects due to three main reasons. Firstly, in-

volved persons can express their expectations and needs and influence policy-making. 

Secondly, participants see that promoters respect their democratic rights during the 

planning process, and thirdly the acceptance of planning and policy is much higher, if 

it corresponds to the society’s values and preferences.28 Projects with a good public 

participation – in the sense of a constructive participation and not only protest move-

ments – seem to be more successful and sustainable.29  

                                              

27  Cf. Kreuz/Nadler (2010). The financing of PPP was a central idea in Art. 44 EC 1083/2006: 
„…urban development funds, that is, funds investing in public-private partnerships and other pro-
jects included in an integrated plan for sustainable urban development.” The risk characteristics of 
large-scale mixed-use quarter developments are possible justifications for the promotions of these 
kind of development projects. 

28  Cf. Colantonio/Dixon (2011), pp. 25. 
29  Cf. Wolpensinger (2013), p. 2, Breuer (2013), p. 14 
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2.3.5 Full range of public and private services 

A city district that offers inferior public services and facilities may have an influence 

on personal development and educational opportunities of residents.30 For the residents 

of a new urban quarter it is important to have as much services as possible within 

walking distance. Such services include health services and facilities, education ser-

vices and equipment, public agencies, shops for daily provisioning, and cultural offers 

and locations. Just as important are facilities for leisure and recreation – also because 

these aspects are getting more and more predominant in people’s life. In practice, dis-

trict developments not only offer these facilities to attract new residents.31 Further-

more, promoters often create institutions like a quarter manager or an urban quarter 

association to integrate new residents when they have finished all buildings and infra-

structure facilities. These new governance institutions assist social interaction among 

the residents, since they are responsible for all kind of events in quarters like e.g. exhi-

bitions, concerts or festivals for the neighbors. This not only strengthens the social 

network in the quarter but also could generate a positive media resonance and image of 

the quarter.32 Thus, new residents can get in touch with their neighbourhood more 

easily and participate in the development of the quarter. This higher rate of social 

capital can reflect the quality of districts.33 Possible social capital indicators are mem-

bership in associations or clubs and dedication for social and political activities. 

2.3.6 Places to live in an environmentally friendly way 

In terms of sustainable urban development, promoters develop new urban quarters in 

an ecologically responsible way without perishing their natural surroundings. There-

fore, the following measures are typical for new urban quarters:34  

                                              

30  Cf. Galster (2010), p. 3. 
31  Cf. Breuer (2013), p. 13. 
32  Cf. Mayer (2008), pp. 140, Wolpensinger (2013), p. 1, Drilling/Schnur (2009). Urban planners 

originally established quarter managements in deprived districts to respond to social difficulties 
like crime and high unemployment rates. Nowadays it has changed to a proactive instrument. 

33  Cf. Colantonio/Dixon (2011), pp. 28.  
34  Cf. Breuer (2013), p. 14, DGNB (2012). 
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- Sustainable energy supply 

Two main instruments can influence the energy supply in a sustainable way: Firstly, 

use of a local power-heat cogeneration to deliver heat and electricity for whole dis-

tricts and secondly, the generation of solar electricity by landowners. 

- Energy-efficient construction 

In times of increasing prices, energy-efficient construction is an important success 

factor for new urban quarters.35 Examples are passive houses, roof greening and 

seepage of rainwater on the property. This often goes hand in hand with a certifica-

tion of buildings by rating organisations like LEED, BREAM or DGNB. 

- Green and open spaces 

The existence of green and open spaces creates a link between urban life and natural 

environment, which can be a success factor for quarter development projects.36 

2.3.7 Flourishing local economy 

An important goal of cities developing new urban quarters is to attract new households 

and companies to persist in the increasing competition to other cities. It is possible to 

assess the success of this strategy by the number of new residents and new employ-

ments in the developed district.37 To measure these employments, it is necessary to dif-

ferentiate between residents/employments, which only moved their location within the 

same city and residents/employments, which immigrated in the city because of the 

quarter development. It is not surprising that the creation of an economic added-value 

(from new residents through creation of taxes capacity and purchasing power and from 

new local companies through creation of employment)38 is a dominant objective for 

the European Cohesion policy and therefore for JESSICA-type investment funds.  

                                              

35  Cf. Adam/Fuchs (2012), p. 569. 
36  Cf. Feldmann (2009), p. 169, Wheeler (2004), pp. 203, Chapman 2006, p. 788 
37  Cf. first results in Germany: Breuer/Schmell (2007). Colantonio/Dixon (2011, p. 230) state that it 

is useful to measure the percentage of new enterprises still operating after three years in order to 
analyse the long-term creation of employment. 

38  Cf. Thiel/Nadler (2015). 
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3 Market analysis of quarters developments in Germany 

Resulting from the description of the dominant design characteristics investments in 

quarter development projects could be a very valuable option in the management of 

JESSICA type financial instruments. However, this is only true if the private sector 

cannot fund and invest in these kinds of quarter developments on its own. This could 

be the case in economic weak areas. Therefore, we now perform an economic market 

analysis in Germany in order to find out where these urban development investment 

projects have taken place in the past. Our hypothesis is that in the past German pro-

moters implemented these projects only in growth regions, leading to a market failure 

in economic weak areas. This could be a justification for granting support to this pro-

ject type e.g. by financial engineering instruments. 

3.1 Size and duration of existing development projects 

The starting point of the following research was the pioneer work of the BBSR con-

cerning the identification of quarter developments in Germany.39 In this research, the 

authors identified 300 quarter development projects in Germany since 1990.  

The starting point of a quarter development is often not easy to identify. In the follow-

ing analysis, we define the year after the project achieved a legally binding land-use 

plan as project start, because in most cases this is the starting point for investments in 

infrastructure and buildings.  

Therefore, the year 1990 also determines the starting point of our evaluation, so that 

we are able to analyse all quarter developments of the last 25 years in Germany. We 

excludes projects before this point in time because of limited data availability: 

                                              

39  Cf. Breuer/Schmell (2007), Breuer/Schmell (2012), Breuer (2013). The authors like to thank 
Bernd Breuer from BBSR for his provision of their data material free of charge. 
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Figure 3: New urban quarters in Germany differentiated by their location type (cf. BBSR 2012, 7 
modified) 

However, our own analysis reveals that other delimitation criteria of the BBSR studies 

(size of the project, more than 10 ha or minimum of 500 new housing units or mini-

mum of new 1000 residents) are too restrictive in comparison to theory and practice. 

In this context, the DGNB (2012) requires a minimum size of two ha to consider a 
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property development as a new city district. The use of new residents seems to be too 

restrictive since many quarter developments do not have available information on 

these criteria. Furthermore, it became clear that many development projects are still in 

planning and not in realization phase. We eliminated those projects. Thus, our own 

desktop research identified even more existing quarter developments in Germany for 

the same period (until 31 Dec. 2013). Overall, we were able to identify 514 quarter 

development projects, in the last 25 years in Germany, which correspond to the defini-

tion and design characteristics of section 2. The reason for this astonishing result is 

that we used as information sources the project websites themselves, of the urban ad-

ministrations especially of larger cities, of common urban planning workshops (like 

“Werkstatt Stadt”), and of promoters involved in district developments. Furthermore, 

we used in our research approach integrated plans for sustainable urban development 

(IPSUD), Operational Programmes of the European Regional Development Fund 

(ERDF), and the archive of a German weekly newspaper exclusively focused on real 

estate (“Immobilienzeitung”). For a final comparison of identified projects, we con-

sulted members of urban administrations in cities as well as private promoters and in-

vestors by phone or email to verify that our detected district developments were com-

plete, leading to 514 quarter developments in Germany (see annex for a complete pro-

ject list). Therefore, we can clearly state that this already is a very large market for ur-

ban development investment projects. This statement is confirmed when we now ex-

ploit the development data: here we see that the overall market size is 19,945 ha de-

velopment area. The individual size of projects differs from one ha to 420 ha with a 

mean size of 38.8 ha: 

 development_ha Valid N (listwise) 
N Statistic 514 514
Minimum Statistic 1.00  
Maximum Statistic 420.00  
Sum Statistic 19945.79  
Mean Statistic 38.8050  
Std. Deviation Statistic 57.23772  
Variance Statistic 3276.157  
Skewness Statistic 3.956  

Std. Error .108  

Table 1: Size of quarter development projects in Germany 1 Jan 1990 – 31 Dec 2013 
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If we classify the quarter developments, we find a nearly uniform distribution for all 

sizes of projects: 

 Frequency Percent Valid Percent Cumulative Percent 
Valid less than 8.5 ha 87 16.9 16.9 16.9 

8.6-13.0 ha 96 18.7 18.7 35.6 
13.1-20.26 ha 75 14.6 14.6 50.2 
20.37-33.50 ha 85 16.5 16.5 66.7 
33.6-55.0 ha 86 16.7 16.7 83.5 
more than 55 ha 85 16.5 16.5 100.0 
Total 514 100.0 100.0  

Table 2: Project classes of quarter development projects in Germany 1 Jan 1990 – 31 Dec 2013 

If we look at expected project endings, we can see that our project group exists of 

nearly two even sized development groups: 46 percent of the quarter developments 

have been finished until the end of 2013 (236 ex-post projects), 54 % of the quarter 

developments are still under development (31+247= 278 on-going projects): 

 Frequency Percent Valid Percent Cumulative Percent 
Valid 1992 1 .2 .2 .2 

1995 1 .2 .2 .4 
1996 1 .2 .2 .6 
1997 5 1.0 1.0 1.6 
1998 4 .8 .8 2.3 
1999 4 .8 .8 3.1 
2000 14 2.7 2.7 5.8 
2001 4 .8 .8 6.6 
2002 8 1.6 1.6 8.2 
2003 8 1.6 1.6 9.7 
2004 15 2.9 2.9 12.6 
2005 14 2.7 2.7 15.4 
2006 13 2.5 2.5 17.9 
2007 15 2.9 2.9 20.8 
2008 19 3.7 3.7 24.5 
2009 13 2.5 2.5 27.0 
2010 32 6.2 6.2 33.3 
2011 13 2.5 2.5 35.8 
2012 20 3.9 3.9 39.7 
2013 32 6.2 6.2 45.9 
2014 31 6.0 6.0 51.9 
2014+ 247 48.1 48.1 100.0 
Total 514 100.0 100.0  

Table 3: Project end of quarter development projects in Germany 1 Jan 1990 – 31 Dec 2013 
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Hereby we can conclude that district developments are characterised by long project 

duration. Because of size, physical features of the relevant area to be developed, legal 

conditions as well as exigencies in relation to marketing, a project duration of 10 or 

more years until completion of all buildings seems to be a reasonable assumption. Our 

data confirms this characteristic because we already have a mean duration of 8.66 

years. Since the end of the on-going development group is open (“2014+”), we can as-

sume that ex-post duration (after the completion of all projects) will be even higher: 

 N Minimum Maximum Sum Mean Std. Deviation Variance
duration 514 0 26 4449 8.66 5.105 26.059
Valid N (listwise) 514       

Table 4: Duration of quarter development projects in Germany 1 Jan 1990 – 31 Dec 2013 

In addition, the duration seems to grow with the size of the quarter development. This 

becomes clear by looking at the cross tables for both classified characteristics: 

 

duration_classes 

Total 
1-4 

years 
5-6 

years 
7-8 

years 
9-10 
years 

11-14 
years 

> 14 
years 

develop-
ment_ha_class 

less than 8.5 ha 33 21 9 11 7 6 87
8.6-13.0 ha 27 23 12 15 8 11 96
13.1-20.26 ha 15 12 9 19 11 9 75
20.37-33.50 ha 22 10 13 12 18 10 85
33.6-55.0 ha 10 18 17 12 17 12 86
more than 55 ha 12 8 8 8 22 27 85

Total 119 92 68 77 83 75 514
 

Symmetric Measures 
     

 Value Asymp. Std. Errora Approx. Tb 
Approx. 

Sig. 
Interval by Interval Pearson's R .287 .042 6.792 .000c

Ordinal by Ordinal Spearman Correlation .288 .042 6.797 .000c

N of Valid Cases 514    
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
c. Based on normal approximation. 

Table 5: Size vs. duration of quarter development projects in Germany 1 Jan 1990 – 31 Dec 2013 

Thus, the correlation between the two characteristics is highly significant and positive 

with a value of 0.287. We now take this project pool to analyse the locational and con-

text determining factors of integrated urban quarter development projects in Germany. 
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This is a prerequisite for the test of our central hypothesis, which states that in the past 

quarter developments predominately exist in growth regions in Germany. 

3.2 Regional and urban location of existing development projects 

Theory and practice of property development subdivides “location” into macro and 

micro location.40 Since promoters of district developments can influence micro loca-

tion, these characteristics do not belong to determining and contextual factors, but to 

design variables (see section 2). Hard locational factors on the macro level concern 

population, labour market and income. These factors are more significant in compari-

son to other locations. Despite the importance of location for development projects, no 

research exists, which analyses the macro location requirements for a successful dis-

trict development. Therefore, our research mainly draws on the spatial planning ob-

servation system of the Federal Institute for Research on Building, Urban Affairs and 

Spatial Development (BBSR)41, which categorizes regions and municipalities accord-

ingly to their population and economic dynamics. In addition to this, we also apply a 

private classification of administrative districts on regional level concerning their pre-

dicted dynamics from the research company PROGNOS. 

3.2.1 Size and population of municipality 

Spatial planning observation of the BBSR classifies four different sizes of municipali-

ties in Germany. The criteria for this classification are the size of the municipality as 

defined by the population and their functional importance. In Germany, one can dis-

tinguish the following urban types: 

- Large cities 

 Major cities: more than 500,000 inhabitants 

 Smaller large cities: from 100,000 up to 500,000 inhabitants 

- Medium-sized cities 

 Big medium-sized city: from 50,000 up to 100,000 inhabitants 
                                              

40  Cf. e.g. Peiser (2012).  
41  BBSR provides all German spatial data free of charge on the websites www.raumbeobachtung.de 

and www.bbsr.bund.de/BBSR/DE/Raumbeobachtung.  
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 Small medium-sized city: from 20,000 up to 50,000 inhabitants 

- Small towns 

 Bigger small town: from 10,000 up to 20,000 inhabitants 

 Very small town: from 5,000 up to 10,000 inhabitants or with a functional im-

portance 

- Rural communities: municipalities with less than 5,000 inhabitants and no function-

al importance. 

In Germany, about 47 % of the district developments are realised in major cities; to-

gether with the smaller large cities, this ratio is nearly 70 % of all projects. 25.4 % of 

the project developments are in medium-sized cities. Small towns only play a marginal 

role for the development of new city quarters representing only 4.8 % of the total sum 

of projects. Promoters did not implement quarter developments in rural communities. 

 Frequency Percent Valid Percent Cumulative Percent
Valid major city 241 46.9 46.9 46.9

big medium-sized city 66 12.8 12.8 59.7
bigger small town 15 2.9 2.9 62.6
very small town 10 1.9 1.9 64.6
small medium-sized city 65 12.6 12.6 77.2
smaller large city 117 22.8 22.8 100.0
Total 514 100.0 100.0  

Table 6: Size of the municipality of quarter development projects 

A chi-squared test of goodness of fit reveals that the existence of district developments 

is not uniformly distributed over the different size of municipality. This is comprehen-

sible when we look at the number of district developments in the particular types of 

municipalities. Promoters develop a new quarter best in major cities with more than 

500,000 inhabitants: 
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Figure 4: Distribution of quarter development projects in Germany according to the size of the mu-
nicipality 

In addition, size of population at the end of 2011 (measured by the so-called zensus 

2011 and the forecasts of the “Volkszählung”) shows that the mean of the relevant city 

population with quarter development projects is 667,646 people. This is a typical ma-

jor city in the Germany. Nevertheless, we find quarter development projects even in 

very small cities with just 1,466 inhabitants: 

 N Minimum Maximum Mean Std. Deviation 
population2011_zensus 514 1,466 3326,002 667,646.15 810,610.098 
population2011_VZ 514 1,574 3501,872 687,918.06 847,507.651 
Valid N (listwise) 514     

Table 7: Inhabitants of the municipality of quarter development projects 

3.2.2 Location types 

In terms of macro location (at the regional level), we can differentiate quarter devel-

opments by means of two structural characteristics, the urban settlement structure and 

the zone type, independently from administrative boundaries.  

The characteristic of the zone type is a result of the accessibility model of BBSR. The 

location type uses a centrality index and the proximity to concentrations of population 

and jobs, which offer employment opportunities and utilities for inhabitants. A com-

plete source-destination matrix of all nearly 4,800 communities in Germany forms the 

basis for the calculation of the daily potential population within two hours driving time 

for private motorized transport (MIT). Following this data matrix, one can classify 

four types of location: very peripheral, peripheral, central and very central location. 
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 Frequency Percent Valid Percent Cumulative Percent 
Valid peripheral 27 5.3 5.3 5.3 

very peripheral 1 .2 .2 5.4 
very central 420 81.7 81.7 87.2 
central 66 12.8 12.8 100.0 
Total 514 100.0 100.0  

Table 8: Zone type (macro location) of quarter development projects 

Regarding the quarter developments in Germany, data shows that promoters imple-

ment these projects only in predominantly urbanised environments. As to zone type, 

81.7 % of the new urban quarters are in very central locations and 12.8 % in regions of 

the central location type. Overall, only 10.7 % of the new districts in Germany are in 

peripheral or very peripheral locations. In this case, as well it is not surprising that the 

allocation of district developments is not uniformly distributed. In addition, BBSR us-

es the characteristic “urban settlement structure” by separating rural from urban re-

gions. However, if we look at the results in table 8 we can understand that in practice 

all quarter development projects take place in urbanized areas. Therefore, we skipped 

this characteristic. 

If we look at the micro location of the new quarters within the urban area, it is possi-

ble to separate projects in the city centre (CBD), in the zone between the city centre 

and the outskirts, in the outskirts (suburban area) and in exurban territory (areas out-

side the established suburbs). We derive this information by identifying every new ur-

ban quarter in the relevant city maps by using Google MapsTM: 

 Frequency Percent Valid Percent Cumulative Percent
Valid city centre (CBD) 100 19.5 19.5 19.5

between centre and outskirts 208 40.5 40.5 59.9
outskirts and suburban area 154 30.0 30.0 89.9
exurban territory 52 10.1 10.1 100.0
Total 514 100.0 100.0  

Table 9:  Micro location within the urban area of quarter development projects 

The project analysis shows that most of the new urban quarters are between city centre 

and outskirts (40.5 %). Furthermore, 19.5 % of the districts are directly in the city cen-

tre revealing that quarter developments mainly occur in very central locations within 

urban areas. However, 30 % of district developments are in outskirts and suburban ar-
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eas, which is not negligible. These are typically urban expansion projects (often not on 

Brownfields). In exurban territory (local centre of smaller towns), such projects are 

less common. 

3.2.3 Municipal developmental dynamics in the past 

In addition to the size and location of cities and quarters, also the municipal develop-

mental dynamics serve as an attribute to describe quality demands of quarter develop-

ers and investors. Accordingly, the spatial planning observation of BBSR uses six indi-

cators (e.g. demographic development) to differentiate five types of municipal devel-

opmental dynamics in the past: rapidly growing, growing, steady, shrinking and strong 

shrinking cities.  

 Frequency Percent Valid Percent Cumulative Percent 
Valid shrinking 95 18.5 18.5 18.5 

steady 21 4.1 4.1 22.6 
rapidly shrinking 3 .6 .6 23.2 
rapidly growing 155 30.2 30.2 53.3 
growing 240 46.7 46.7 100.0 
Total 514 100.0 100.0  

Table 10: Statistics concerning the municipal developmental dynamics of quarter development pro-
jects 

Quite surprisingly, about 19.1 % of all new urban quarters in Germany are or were in 

shrinking or strong shrinking municipalities. You can find most of these projects in cit-

ies affected by structural change like in the Ruhr, where promoters redeveloped many 

former industrial sites. However, 30.2 % of the districts are located in rapidly growing 

and 46.7 % in growing municipalities. At an average, new urban quarters in Germany 

are mainly in cities with growing developmental dynamics (median). Again, the allo-

cation of new urban quarters over the different types of municipal developmental dy-

namics is not uniformly distributed.  

Municipal development dynamics are a composite of originally six different indica-

tors.42 These are demographic development, overall migration balance, employment 

                                              

42  BBSR uses the same indicators for the characterization of residential market regions (rapidly 
growing, growing, steady, shrinking and strong shrinking). 
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development, unemployment rate, taxable capacity, and purchasing power. 

Concerning these indicators in relation to district developments, we first analyse the 

demographic development of the particular city. Most of the new urban quarters are in 

cities with a growing population. The mean value for all of the 514 development pro-

jects is 1.96 % (growth rate per year). However, we do see quarter developments in 

cities with strongly shrinking population (minimum: –5.97 %) which is surprising 

since this is a dominant demand factor for developers. We distinguish four classes and 

it becomes obvious that 81.1 % of all projects are in growing communities. 

 N Minimum Maximum Mean Std. Deviation 
demographic_development 514 -5.97 7.65 1.9576 3.01474 
Valid N (listwise) 514     

Table 11: Demographic development of quarter development projects 

 

Figure 5: Distribution of demographic development of quarter development projects 

A second BBSR indicator deals with the overall migration balance and shows that dis-

trict developments take place almost exclusively in cities with an in-migration; the 

mean value is 5.22 (new resident) per 1000 inhabitants: 

 N Minimum Maximum Mean Std. Deviation 
migration_balance 514 -6.87 23.81 5.2202 4.12575 
Valid N (listwise) 514     

Table 12: Overall migration balance (per 1000 inhabitants) of quarter development projects 
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Only 11.5 % of the municipalities with quarter development projects had a negative 

migration balance. Therefore, we have a distribution with a clear skewness to the right 

side (positive migration balance): 

 

Figure 6: Histogram overall migration balance (per 1000 inhabitants) of quarter development pro-
jects 

Even more distinct is the distribution of quarter developments regarding the develop-

ment of the employment markets. We can see this by looking at two relevant indica-

tors: development of number of employees and unemployment rate (in 2011) in the re-

spective cities. 

 N Minimum Maximum Mean Std. Deviation 
development_employment 514 -4.74 75.12 8.3457 4.95097 
unemployment_rate 514 2.41 15.34 8.3409 2.85490 
Valid N (listwise) 514     

Table 13: Number of employees in the municipalities (development rate/unemployment rate) of 
quarter development projects 

Concerning the development of the employment market, we see a normal distribution 

for the relevant data with a most probable value of 8.35 % growth in employment 

(mean). The distribution shows quarter development projects are only existent in 
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strong economic areas with a growth in the employment market: 

 

Figure 7: (Normal) distribution of development of the relevant employment market of quarter de-
velopment projects 

Less than 2 % of all German new urban districts are in economical weak cities with a 

decreasing number of employees: 

 Frequency Percent Valid Percent Cumulative Percent
Valid decreasing 10 1.9 1.9 1.9

increasing 503 97.9 97.9 99.8
very strongly increasing 1 .2 .2 100.0
Total 514 100.0 100.0  

Table 14: Number of employees in the municipalities (classes) of quarter development projects 

A little more difficult is the distinction of district developments regarding the unem-

ployment rate of the relevant city. Here we have to compare the values with national 

unemployment rate, which was 6.6 % in 2011 (with clear differences at the federal 

state level, see the next figure):  
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Figure 8: Unemployment rates in Germany 2011 (Bundesagentur für Arbeit) 

Compared to national level, the unemployment rate in municipalities with quarter de-

velopments is quite high with a median value of 8.34 % (see table 13). In comparison 

to the national level of employment, we can derive the following classification:   

 Frequency Percent Valid Percent Cumulative Percent 
Valid very high employment 6 1.2 1.2 1.2

high employment 167 32.5 32.5 33.7
steady employment 161 31.3 31.3 65.0
low employment 112 21.8 21.8 86.8
very low employment 68 13.2 13.2 100.0
Total 514 100.0 100.0  

Table 15: Unemployment rates in the municipalities (classes) of quarter development projects 
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Therefore, 21.8 % respectively 13.2 % of the development projects are in municipali-

ties with a low respectively very low employment (meaning a rather high unemploy-

ment rate). Quite similar is the systemization of district developments in German cities 

regarding their (real) tax revenue. Only 25 % of the new urban quarters are in cities 

with low or very low tax revenues – which means a revenue (from real estate assets) 

lower than 300 € per year and per inhabitant. Contrary speaking, this means that ¾ of 

all quarter development projects are in cities with strong local real estate markets (with 

high prices and rents leading to high real taxes revenues for the municipalities): 

 Statistic Std. Error 
tax_revenue Mean 496.1280 11.01619 

95% Confidence Interval 
for Mean 

Lower Bound 474.4856  
Upper Bound 517.7704  

5% Trimmed Mean 477.8553  
Median 438.3800  
Variance 62377.194  
Std. Deviation 249.75427  
Minimum 107.73  
Maximum 2660.54  
Range 2552.81  
Interquartile Range 318.19  
Skewness 1.839 .108 
Kurtosis 10.432 .215 

Percentiles 

Percentiles 

Weighted Aver-
age(Definition 1) Tukey's Hinges 
taxable_capacity taxable_capacity

5 196.3725  
10 231.8100  
25 303.2825 304.0100
50 438.3800 438.3800
75 621.4700 621.4700
90 720.0000  
95 899.6200  

 

Table 16:  Real tax revenue in municipalities of quarter development projects 

Even more interesting is the distribution of the relevant purchasing power in the re-

spective city. It shows the disposable income of residents in the municipality in 2011. 

Although national value was already 19,200 euros per inhabitant, the mean value for 

quarter development projects is even higher (21,257 euros): 
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Figure 9: Distribution of purchasing power of the population of quarter development projects in 
2011 

Only 25 % of the district development projects appear to be located in cities with a 

lower purchasing power compared to national level. In contrast, this means that 75 % 

of the projects are in cities with rather rich inhabitants (measured by their recent in-

come in comparison to national income level). 

 Statistic Std. Error 
purchasing_power Mean 21,287.5888 131.51913

95% Confidence Interval 
for Mean 

Lower Bound 21,029.2065  
Upper Bound 21,545.9712  

5% Trimmed Mean 21,201.7292  
Median 21,069.1600  
Variance 8890,802.504  
Std. Deviation 2,981.74488  
Minimum 15,812.18  
Maximum 27,464.00  
Range 11,651.82  
Interquartile Range 3,770.34  
Skewness .596 .108
Kurtosis -.239 .215
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Percentiles 

Percentiles 

Weighted Aver-
age(Definition 1) Tukey's Hinges 

purchasing_ power purchasing_power 
5 16,898.9500  
10 17,723.5350  
25 18,934.4975 18,937.7900
50 21,069.1600 21,069.1600
75 22,704.8400 22,704.8400
90 27,464.0000  
95 27,464.0000  

Table 17:  Purchasing power in municipalities of quarter development projects 

3.2.4 Regional employment market characteristics and dynamics in the past 

In addition, BBSR analyses the German employment market at the regional level by 

three indicators: First, BBSR separates urban employment markets from rural markets. 

Not surprisingly, the clear majority (88 %) of all quarter development projects is in ur-

ban employment markets with strong agglomerations: 

 

Figure 10: Distribution of employment market types of quarter development projects in 2011 

Since the JESSICA-initiative concentrates on the support for urban development mar-

kets, quarter development projects are an ideal application field for urban development 

funds. If we further look at the second indicator on regional level (region type), we see 

that most of these projects are located in metropolitan regions (90.7 %). They are in 

focus of regional policy not only in Germany. 64.4 % of the new urban quarters are in 
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the core of these metropolitan areas where we typically find the strongest demographic 

and employment growth: 

 Frequency Percent Valid Percent 
Cumulative 

Percent 
Valid outside metropolitan region 48 9.3 9.3 9.3

core 331 64.4 64.4 73.7
extension area to core 79 15.4 15.4 89.1
rural suburban zone in narrower sense 31 6.0 6.0 95.1
rural suburban zone in wider sense 25 4.9 4.9 100.0
Total 514 100.0 100.0  

Table 18:  Metropolitan region type of quarter development projects 

If we now look at the third regional indicator, the employment market dynamics in the 

past, this could be of special relevance in the context of ERDF and Cohesion policy, 

since structurally weak areas are often situated in shrinking employment regions. In 

contrast to the indicators in section 3.2.3, BBSR defines and classify the employment 

market regions here by the ratios of commuter between two cities or counties. There-

fore, this indicator is a typical regional dynamic indicator used for example by Euro-

stat or DG Regio to compare regions according to their employment dynamics: 

 Frequency Percent Valid Percent Cumulative Percent 
Valid rapidly shrinking 5 1.0 1.0 1.0 

shrinking 86 16.7 16.7 17.7 
steady 31 6.0 6.0 23.7 
growing 175 34.0 34.0 57.8 
rapidly growing 217 42.2 42.2 100.0 
Total 514 100.0 100.0  

Table 19:  Regional employment market dynamics of quarter development projects 

Data reveals that only 16.7 % of the projects are in shrinking employment markets. 

Projects in rapidly shrinking markets are practically non-existent (5 of 514 and all of 

them have not been ended yet).  

This reveals a form of market failure in weak employment regions. In contrast, nearly 

76 percent of all quarter developments in the past have taken place in regions with a 

strong, growing employment market. It is obvious that private and public developers 

do not realise new urban quarters in disadvantaged regions with a weak employment 

markets. Thus, if financial engineering instruments like the UDFs in the JESSICA imi-
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tative would fund quarter development projects in structurally weak, this could lead to 

substantial contributions for European Cohesion policy. 

3.2.5 Developmental dynamics in the future 

Besides the public classifications of municipalities and regions concerning their past 

development dynamics, there also exist several rankings from private organisations or 

institutions forecasting future urban dynamic potential. One example is the Zukunftsat-

las from the private consulting company PROGNOS.43 Based on 29 macro and socio-

economic indicators it determines the future dynamics and chances/risks of the 412 

administrative counties and large cities in Germany. These indicators comprise the sta-

tus quo and the forecasts for the next years. They are dealing also with the main topics 

“demographics”, “prosperity and social situation”, “labour market” as well as “compe-

tition and innovation”. The outcomes of this classification are seven types of future 

dynamics. The regions with the best outlook on their future have “TOP future chanc-

es”, followed in the descending order by the regions with “very high future chances”, 

“high future chances”, “future chances” and regions with a “balanced mix of chances 

and risks”, with “future risks” and “high future risks”. If we look to the values ade-

quate to BBSR data of the year 2011, we can easily see that the distribution is not 

equally distributed in Germany concerning the quarter developments: 

 Frequency Percent Valid Percent Cumulative Percent 
Valid balanced mix of chances 

and risks 164 31.9 31.9 31.9

High future chances 74 14.4 14.4 46.3
high future risks 14 2.7 2.7 49.0
very high future chances 105 20.4 20.4 69.5
TOP future chances 78 15.2 15.2 84.6
future chances 58 11.3 11.3 95.9
future risks 21 4.1 4.1 100.0
Total 514 100.0 100.0  

Table 20: Prognos outlook on the future of regional dynamics 2011 of quarter development projects 

15.2 % of the identified new urban quarters in Germany are in regions with TOP future 

                                              

43  PROGNOS provides all data to the Zukunftsatlas since 2004 free of charge at its website: 
www.prognos.com/publikationen/zukunftsatlas-regionen.  
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chances, 20.4 % in regions with very high future chances, 14.4 percent in regions with 

high future chances and 11.3 percent in regions with future chances. Most of the dis-

trict developments are in regions with a balanced mix of chances and risks, namely 

31.9 %. Quarter developments in cities with (high) future risks are rarely found (2.7 + 

4.1 % = 6.8 %). This data confirms the statements in section 3.2.4 that these highly 

important urban development projects do not take place in risky regions with shrinking 

employment markets. They seem to be too risky for the public as well as the private 

investors and promoters. We have a further confirmation on this view, when we apply 

the newest Zukunftsatlas published at the end of 2013: Here the data reveals that only 

4.3 + 8.0 = 12.3 % of all quarter development projects are in urban regions with a 

(high) future risk potential: 

 Frequency Percent Valid Percent Cumulative Percent 
Valid balanced mix of chances 

and risks 147 28.6 28.6 28.6

High future chances 70 13.6 13.6 42.2
high future risks 22 4.3 4.3 46.5
very high future chances 110 21.4 21.4 67.9
TOP future chances 77 15.0 15.0 82.9
future chances 47 9.1 9.1 92.0
future risks 41 8.0 8.0 100.0
Total 514 100.0 100.0  

Table 21: Prognos outlook on the future of regional dynamics 2013 of quarter development projects 

Cross tables for both outlook indicators reveals that for some regions with implement-

ed new urban quarters the future chances significantly improved in the last years (lead-

ing to a reduction of possible development risks, green field in the next table). In con-

trast to this, in 29 quarter development projects the risk potential increased (red fields 

in the next table). However, the correlation between the outlooks of 2011 and 2013 is 

still highly significant: 

 Value Asymp. Std. Errora Approx. Tb Approx. Sig. 
Ordinal by Ordinal Kendall's tau-b .327 .046 7.134 .000
N of Valid Cases 514    
a. Not assuming the null hypothesis. 
b. Using the asymptotic standard error assuming the null hypothesis. 
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futureatlas2013_cd Total
balanced mix 

of chances 
and risks 

High 
future 

chances

high 
future 
risks 

very high 
future 

chances 

TOP 
future 

chances 
future 

chances 
future 
risks  

futureatlas
2011_cd 

balanced mix of 
chances and risks 113 1 0 2 0 20 28 164

High future chances 5 59 0 7 0 3 0 74
high future risks 0 0 8 0 0 0 6 14
very high future 
chances 0 3 0 81 19 2 0 105

TOP future chances 0 0 0 20 58 0 0 78
future chances 29 7 0 0 0 22 0 58
future risks 0 0 14 0 0 0 7 21

Total 147 70 22 110 77 47 41 514  

Table 22: Cross tables and correlation on the future of regional dynamics 2011 and 2013 of quarter 
development projects 

3.2.6 Economic and real estate market cycle phase 

As the economic and business activities in Germany vary from year to year, the same 

occurs for the real estate market. Therefore, it is important for development projects to 

keep in mind, whether the realization and building of the property starts in a period of 

recession or in a period of a booming real estate market. We can observe the phases of 

the cycle from the turnover figures at the real estate investment markets in Germany, 

since this kind of investment is very sensitive to fluctuation in economic activity.  

Two institutions (IVD and GEWOS) measure this data by using public information 

concerning the real estate taxes (on transactions) in Germany.44 If we look at the de-

velopment of real estate transactions in Germany, we can clearly see boom and reces-

sion phases. Since 2010, a real estate boom is characteristic for the German economy 

leading also to strongly rising prices and rents. This information is valuable for the as-

sessment of quarter development projects presupposing that they are sensitive to reces-

sion and boom cycle phases in Germany. 

                                              

44  The data is indirectly available. IVD (www.ivd.net/nc/der-bundesverband/presse/pressearchiv) as 
well as GEWOS (www.gewos.de/fileadmin/user_upload/2_Taetigkeitsfelder/IMA) provide the 
transaction data free of charge in their press relations sections.  
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Figure 11: Economic and real estate market cycle phase in Germany 

First, it is necessary to analyse the beginning year of the realization and building in the 

development projects (see section 3.1 for the definition of the project start): 

 

Figure 12: Histogram of the beginning year of quarter development projects in Germany 
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When we analyse the beginning year of quarter developments, we observe three 

“waives” in the development of new urban quarters in Germany. They take place in 

the midst of the nineties, the beginning of the new century and especially in the last 

years (since 2010). In the second step, we can now combine this data with the business 

cycle phases of figure 11. For this, we derive four economic cycle phases: boom 

(growth rate more than 5 % per year), recovery (0-5 %), depression (from 0.1 until -

5 %) and recession (reduction rate more than -5 % per year): 

 Frequency Percent Valid Percent Cumulative Percent 
Valid boom 262 51.0 51.0 51.0 

depression 45 8.8 8.8 59.7 
recovery 21 4.1 4.1 63.8 
recession 186 36.2 36.2 100.0 
Total 514 100.0 100.0  

Table 23:  Economic cycle phase of the beginning of quarter development projects 

 

Figure 13: Distribution of the economic cycle phase of the beginning of quarter development pro-
jects in Germany 

As a result, we have to conclude that quarter development projects are sensitive to the 

business cycle, since the majority of all projects (51 %) have had their starting point 
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for the investments in a boom phase. However, it is interesting that 45 % (8.8 + 36.2 

%) projects started in economic weak cycle phases (depression or recession). This 

shows that the project’s beginnings do not primarily depend on economic situation, but 

probably more on approval processes, which always take a lot of time in Germany. 

Furthermore, it shows that cyclical trends less affect residential developments. Pro-

moters develop these projects even in recession periods, which mainly affect commer-

cial real estate developments. Since a functional mix of commercial and residential in-

vestment is typical for quarter developments, this could be a second explanation for 

this distribution. The implementation of such major investment projects even in eco-

nomic weak phases clearly reveals the potential of these urban development projects in 

an anticyclical European policy. In the current situation of many other European 

Member States (outside of Germany), the funding of such integrated quarter develop-

ment investment projects could again lead to a substantial contribution to the European 

Cohesion policy.  

This is even more significant because these urban development projects do not essen-

tially require very transparent real estate markets. If we look at the distribution of the 

development projects concerning the project start in highly transparent real estate mar-

kets45, we can confirm that 61.7 % of the projects are in the investment top locations 

(the so-called Big-7): 

 Frequency Percent Valid Percent Cumulative Percent 
Valid yes 197 38.3 38.3 38.3 

no 317 61.7 61.7 100.0 
Total 514 100.0 100.0  

Table 24:  Transparency of the real estate markets of quarter development projects 

As a conclusion concerning the new financial engineering instruments in the JESSICA 

initiative of European Cohesion policy, this characteristic makes the funding of these 

kinds of urban development projects even more attractive. 

                                              

45  In Germany, the real estate markets in Munich, Stuttgart, Frankfurt, Cologne, Düsseldorf, Berlin 
and Hamburg form the so-called “Big-7”. Research firms fully cover these markets and provide 
all kind of necessary data concerning investment decisions. 
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3.3 Data transformations and econometric analysis of success variables  

In the following chapter we would like to analyse whether the identified context and 

locational variables are of significance for the presence or the absence (indicating a 

market failure in certain regions) of quarter development projects. In preparation for 

this kind of causal analysis, we first have to check whether the distribution of the size 

of the realized projects (used as success indicator) is normal distributed. Since this Q-

Q-diagram shows that this is not the case, we choose a log-transformation of data. The 

new Q_Q-diagram reveals that we now can work with a normal distribution hypothesis 

for this indicator: 

  

Figure 14: Log-Transformation of the distribution of size of realized quarter development projects in 
Germany (see also section 3.1) 

In addition to this indicator, we will use a second variable by identifying whether pro-

moters implemented quarter developments in an area of ERDF support from the pro-

gramming period 2007-2013. Here, we can systemize areas with no support, with min-

imal support (D-areas) according Article 87 of the Treaty on the Functioning of the 

European Union from 2009, with medium support (C-areas) and with maximum sup-

port (A-areas). The so-called convergence regions are only in the Eastern parts of 

Germany. The data was available even on the level of the municipalities: 
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Figure 15: Eligible ERDF areas in Germany 2007-2013 

 Frequency Percent Valid Percent Cumulative Percent 
Valid maximum ERDF support 

Art 87.3a 32 6.2 6.2 6.2

medium ERDF support 
Art 87.3c 34 6.6 6.6 12.8

medium/low ERDF sup-
port Art 87.3c 66 12.8 12.8 25.7

low ERDF support Art 
87.3c 20 3.9 3.9 29.6

not eligible 362 70.4 70.4 100.0
Total 514 100.0 100.0  

Table 25:  ERDF support for quarter development projects in Germany in the past 

When we look at the table and the following visualization, we can confirm our hy-

pothesis: integrated urban quarter developments were in 70.4 % of all cases not funded 

and supported by ERDF budgets.  
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Figure 16: ERDF support for quarter development projects in Germany in the past 

In only 6.2 % of all projects (32 new urban quarters), developments were realized in 

areas with the highest ERDF support (in Eastern Germany). If we now conduct a dou-

ble t-test for the two groups (with and without ERDF-support), we see that both groups 

are significantly different in the overall size of available quarter developments (in ha 

after the log-transformation): 

 ERDF_yes N Mean Std. Deviation Std. Error Mean 
development_ln no support 362 2.9628 1.01508 .05335 

support 152 3.3588 1.03771 .08417 
 

 

Levene's Test for Equality of 
Variances t-test for Equality of Means 

F 
Sig. t df

Sig. (2-
tailed)

Mean 
Difference

Std. Error 
Difference 

95% 
Confidence 

Interval of the 
Difference

      Lower Upper 
develop
ment_ln 

Equal 
variances 
assumed 

.428 .513 -4.010 512 .000 -.39604 .09876 -.59006 -.20202

Equal 
variances 
not 
assumed 

  -3.974 277.943 .000 -.39604 .09965 -.59222 -.19987

 

Table 26:  Double t-test for the relevance of ERDF-support for quarter development projects in 
Germany in the past 
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At this point of the research, we can already confirm our central hypothesis from the 

beginning of the paper: We do not find quarter development projects in structurally 

weak areas. More precisely, we see market failure in those areas with the biggest eco-

nomic structural problems, the convergence regions (with the highest possible ERDF 

budgets and supports). Since at the same time the public statistics of DG Regio reveal 

that the existing urban development funds in Germany (all of them are in the conver-

gence regions) did not finance any project until the beginning of 2014, this clearly 

confirms market failure in the past. Urban development funds did not investment in 

this very important financing field yet. 

3.4 Contingency analysis of development characteristics  

If we now look at the results for the contingency of the context and locational charac-

teristics for the size of realized quarter developments, we have to separate the data. 

Some data is just on a nominal scale available. Therefore, we choose Eta as coefficient 

for the contingency as well as the reliability of the variables: 

 Value 
Nominal by Inter-
val 

Eta development_ln Dependent .077
size_municipality_cd Dependent .567

Nominal by Inter-
val 

Eta development_ln Dependent .035
zonetype_cd Dependent .619

Nominal by Inter-
val 

Eta development_ln Dependent .117
development_dynamics_cd Dependent .610

Nominal by Inter-
val 

Eta development_ln Dependent .042
type_employmentmarket Dependent .591

Nominal by Inter-
val 

Eta development_ln Dependent .101
metropolitan_area Dependent .591

Nominal by Inter-
val 

Eta development_ln Dependent .215
ERDF_area_cd Dependent .678

Nominal by Inter-
val 

Eta development_ln Dependent .150
futureatlas2011_cd Dependent .541

Nominal by Inter-
val 

Eta development_ln Dependent .142
futureatlas2013_cd Dependent .546

Nominal by Inter-
val 

Eta development_ln Dependent .041
big_seven_market_cd Dependent .602

Nominal by Inter-
val 

Eta development_ln Dependent .143
market_cycle_phase_cd Dependent .601

Table 27: Contingency and reliability of nominal context characteristics of quarter developments 
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Here, we see a clear picture for all indicators: The context factors are less significant 

for the size of the quarter development as a dependent variable. In contrast to this, the 

size of integrated quarter development projects is significant for all context variables 

(as dependent variables). Therefore, the size of the realized new urban quarters corre-

lates positively with all nominal indicators. If we now look at the metric context fac-

tors, we can apply the Pearson correlation coefficient: 

 
develop
ment_ln 

population2
011_zensus

population
2011_VZ

demographic_
development

migration
_balance

development_
employment

unemploy-
ment_rate 

tax_re-
venue 

Purchasing 
_power 

employment_ 
market_dynamics

development_ln Pearson Correlation 1 .068 .071 -.019 -.017 .008 .143** -.086 -.127** -.095*

Sig. (2-tailed)  .123 .109 .663 .700 .857 .001 .052 .004 .032
N 514 514 514 514 514 514 514 514 514 514

population2011_
zensus 

Pearson Correlation .068 1 1.000** .382** .261** .168** .231** .174** .208** .342**

Sig. (2-tailed) .123  .000 .000 .000 .000 .000 .000 .000 .000
N 514 514 514 514 514 514 514 514 514 514

population2011_
VZ 

Pearson Correlation .071 1.000** 1 .374** .256** .171** .236** .165** .194** .337**

Sig. (2-tailed) .109 .000 .000 .000 .000 .000 .000 .000 .000
N 514 514 514 514 514 514 514 514 514 514

demographic_de
velopment 

Pearson Correlation -.019 .382** .374** 1 .886** .063 -.435** .511** .669** .685**

Sig. (2-tailed) .663 .000 .000 .000 .155 .000 .000 .000 .000
N 514 514 514 514 514 514 514 514 514 514

migration_balanc
e 

Pearson Correlation -.017 .261** .256** .886** 1 .031 -.345** .347** .494** .524**

Sig. (2-tailed) .700 .000 .000 .000 .481 .000 .000 .000 .000
N 514 514 514 514 514 514 514 514 514 514

development_em
ployment 

Pearson Correlation .008 .168** .171** .063 .031 1 -.085 .057 -.051 .119**

Sig. (2-tailed) .857 .000 .000 .155 .481 .053 .194 .249 .007
N 514 514 514 514 514 514 514 514 514 514

unemployment_r
ate 

Pearson Correlation .143** .231** .236** -.435** -.345** -.085 1 -.357** -.652** -.477**

Sig. (2-tailed) .001 .000 .000 .000 .000 .053 .000 .000 .000
N 514 514 514 514 514 514 514 514 514 514

tax_revenue Pearson Correlation -.086 .174** .165** .511** .347** .057 -.357** 1 .651** .539**

Sig. (2-tailed) .052 .000 .000 .000 .000 .194 .000  .000 .000
N 514 514 514 514 514 514 514 514 514 514

purchasing_pow
er 

Pearson Correlation -.127** .208** .194** .669** .494** -.051 -.652** .651** 1 .610**

Sig. (2-tailed) .004 .000 .000 .000 .000 .249 .000 .000  .000
N 514 514 514 514 514 514 514 514 514 514

employment_ma
rket_dynamics 

Pearson Correlation -.095* .342** .337** .685** .524** .119** -.477** .539** .610** 1
Sig. (2-tailed) .032 .000 .000 .000 .000 .007 .000 .000 .000  
N 514 514 514 514 514 514 514 514 514 514

**. Correlation is significant at the 0.01 level (2-tailed). 
*. Correlation is significant at the 0.05 level (2-tailed).  

Table 28: Correlation (Pearson) of the metric contextual factors 

As expected, the size of realized quarter developments correlates negatively with pur-

chasing power and positively with unemployment rate (1 %-level). However, we see 

that many of the metric indicators correlate strongly with each other. This is not only 

true for population and demographic development, but also e.g. for migration balance 

and employment markets. Based on this data, we can assume that a possible linear re-

gression of the size of quarter development projects (measured after log-transfor-

mation) with all of these indicators will have limited explanation power. The reason 

for this is that we will have to exclude most of the indicators in a stepwise regression, 

which we perform backward: 
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Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .384a .147 .111 .97747
2 .384b .147 .113 .97648
3 .384c .147 .115 .97549
4 .384d .147 .116 .97452
5 .384e .147 .118 .97363
6 .383f .147 .120 .97275
7 .383g .147 .121 .97187
8 .383h .146 .122 .97122
9 .382i .146 .123 .97067
10 .381j .145 .124 .97013
11 .379k .144 .125 .96984
12 .376l .142 .125 .97003
13 .374m .140 .124 .97009
14 .371n .137 .124 .97051
15 .367o .135 .123 .97112
a. Predictors: (Constant), market_cycle_phase_cd, development_employment, migration_balance, 
metropolitan_area, development_start, type_employmentmarket, microlocation, futureatlas2013_cd, 
size_municipality_cd, futureatlas2011_cd, zonetype_cd, ERDF_area_cd, development_dynamics_cd, 
population2011_VZ, tax_revenue, unemployment_rate, employment_market_dynamics, purchas-
ing_power, big_seven_market_cd, demographic_development, population2011_zensus 
… 
o. Predictors: (Constant), development_start, microlocation, futureatlas2013_cd, unemploy-
ment_rate, big_seven_market_cd, demographic_development, population2011_zensus 

Table 29: Regression of all context and locational variables on the size of quarter development pro-
jects in Germany in the past (backward modelling approach) 

In the final model, we see the following significant context and locational characteris-

tics of quarter development projects: 

Coefficientsa 

Model 
Unstandardized Coefficients

Standardized 
Coefficients t Sig. 

B Std. Error Beta   
15 (Constant) 90.817 13.515  6.720 .000

microlocation .117 .050 .101 2.355 .019
population2011_zensus 2.400E-7 .000 .188 2.508 .012
demograph-
ic_development .043 .020 .124 2.136 .033

unemployment_rate .049 .019 .134 2.518 .012
development_start -.045 .007 -.278 -6.637 .000
futureatlas2013_cd .036 .022 .070 1.649 .100
big_seven_market_cd .454 .161 .213 2.814 .005

a. Dependent Variable: development_ln 

Table 30: Significant context and locational variables on the size of quarter development projects in 
Germany in the past 

For the implementation of individual projects in the past micro and macro location is 

significant. Among the macro location characteristics especially population (and its 
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development) as well as unemployment rate and future-potential is of relevance. The 

same is true for market transparency. 

If we now aggregate the data of all quarter development projects on the city level, this 

analysis is even stronger confirmed. Again, we choose the stepwise backward ap-

proach for the linear regression with the sum of the size of all development projects in 

ha in the same city (after the log-transformation) as dependent variable. The analysis 

reveals that only two variables are significant for the regression function: the popula-

tion of the city and the characteristic of a transparent real estate market, measured by 

the criterion “big seven market” (cf. model 18 in the following summary table): 

Model R R Square Adjusted R Square Std. Error of the Estimate 
1 .918a .843 .820 8.13072 
2 .918b .843 .821 8.10124 
3 .918c .843 .822 8.07276 
4 .918d .843 .823 8.04474 
5 .918e .842 .825 8.01921 
6 .918f .842 .826 7.99418 
7 .918g .842 .827 7.96925 
8 .918h .842 .828 7.94733 
9 .917i .842 .829 7.92378 
10 .917j .842 .830 7.90268 
11 .917k .841 .830 7.88258 
12 .917l .841 .831 7.86358 
13 .917m .840 .832 7.85587 
14 .916n .840 .832 7.84569 
15 .916o .839 .832 7.83868 
16 .915p .838 .833 7.83347 
17 .914q .836 .832 7.84915 
18 .913r .834 .831 7.87703 
a. Predictors: (Constant), market_cycle_phase_cd_mean_1, unemployment_rate_mean_1, 
type_employmentmarket_mean_1, futureatlas2013_cd_mean_1, microlocation_mean_1, 
size_municipality_cd_mean_1, metropolitan_area_mean_1, develop-
ment_employment_mean_1, migration_balance_mean_1, tax_revenue_mean_1, fu-
tureatlas2011_cd_mean_1, zonetype_cd_mean_1, big_seven_market_cd_mean_1, em-
ployment_market_dynamics_mean_1, development_dynamics_cd_mean_1, 
ERDF_area_cd_mean_1, purchasing_power_mean_1, population2011_VZ_mean_1, de-
mographic_development_mean_1, population2011_zensus_mean_1 
… 
r. Predictors: (Constant), big_seven_market_cd_mean_1, popula-
tion2011_VZ_mean_1, population2011_zensus_mean_1 

Table 31: Regression of all context and locational variables on the size of quarter development pro-
jects (overall size on city level) in Germany in the past (backward modelling approach) 

Because of the high correlation between the two population data (zensus 2011 and the 

extrapolation of VZ 1986), model 18 has a multi-collinearity problem measured by the 
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VIF coefficient (2885.192 respectively 2839.278). For this reason, we eliminate the 

population indicator of the extrapolation of VZ 1986. Therefore, we come to our final 

model 19, which has only two predicators: 

Model R R Square 
Adjusted R 

Square 
Std. Error of 
the Estimate 

Durbin-
Watson 

19 .893a .797 .794 8.68963 2.052 
a. Predictors: (Constant), population2011_zensus_mean_1, 
big_seven_market_cd_mean_1 
b. Dependent Variable: development_ln_sum 

ANOVAa 

Model 
Sum of 
Squares df Mean Square F Sig. 

19 Regression 45837.739 2 22918.869 303.522 .000b 
Residual 11704.012 155 75.510   
Total 57541.751 157    

a. Dependent Variable: development_ln_sum 
b. Predictors: (Constant), population2011_zensus_mean_1, 
big_seven_market_cd_mean_1 

Coefficientsa 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

Collinearity  
Statistics 

B 
Std. 

Error Beta 
Toler-
ance VIF 

19 (Constant) 104.277 10.17
1  10.252 .000   

big_seven_mark
et_cd_mean_1 -50.110 5.002 -.540 -10.018 .000 .451 2.217

population2011_ 
zensus_mean_1 2.339E-5 .000 .415 7.697 .000 .451 2.217

a. Dependent Variable: development_ln_sum 

Table 32: Significant context and locational variables on the size of quarter development projects 
(overall size on city level) in Germany in the past 

Analysis reveals that we can predict the existence of quarter development projects in 

Germany on the city level with 79.4 % (adjusted R2) with the two highly significant 

variables of population and transparency of real estate markets in relevant municipali-

ties. The Durbin-Watson-test (value 2.052) shows no autocorrelation, the VIF indica-

tor no multi-collinearity. This means that in the past promoters concentrated urban 

quarter development projects in real estate markets with high transparency and high 

demand for residential and commercial assets. Obviously, this is a form of risk reduc-

tion because both criteria are not typical for convergence regions. However, here the 

highest possible ERDF budgets and supports could provide an alternative risk buffer.  
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4 Conclusion and outlook on future research 

The majority of integrated quarter development projects are in regions not funded and 

supported by ERDF budgets. This strong growing regions show the following loca-

tional characteristics:  

 69.7 % of all projects are in major or smaller large cities leading to a median 

urban population of more than 660,000 inhabitants. 81.7 % of the new urban 

quarters are in very central locations. 60.0 % of the development projects are at 

the city centre or between the city centre and the outskirts. 

 30.2 % of the new districts are in rapidly growing and 46.7 % in growing mu-

nicipalities. These municipalities typically grow in population (1.96 % per year) 

and have a positive migration balance (5.22 new residents per 1000 inhabit-

ants). Furthermore, they have a growing employment market (8.35 % growth) 

with low unemployment rates (8.34 % mean), a strong local real estate market 

(with high prices and rents leading to high real taxes revenues for the munici-

palities) and rather rich inhabitants (measured by their recent income respec-

tively their purchasing power). 

 On the regional level, the majority (88.0 %) of all quarter development projects 

is in urban employment markets with strong agglomerations and with a strong, 

growing regional employment market. 

 Logical the majority of identified cities and regions have either future chances 

(61.3 %) or at least a balanced mix of chances and risks (31.9 %). Quarter de-

velopments in cities with (high) future risks are rare (6.8 %). 

 The majority of all projects (51 %) have had their starting point for investments 

in a boom phase. However, 45 % of the projects began in economic weak cycle 

phases. The implementation of such major investment projects even in econom-

ic weak phases clearly reveals the potential of these urban development projects 

in an anticyclical European policy. 

 61.7 % of the projects are in highly transparent real estate markets of the in-

vestment top locations (the so-called Big-7). 
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From regression analysis in this research, we can predict with nearly 80 % probability 

the existence of integrated development projects by applying the population and the 

transparency of the real estate market in the relevant municipality. In order to explore 

to what extent an integrated district development also generates external benefits, we 

can refer to an empirical analysis of design criteria derived from theoretical research. 

According to this, integrated district development follows the ideal requirements of 

“sustainable communities” within the meaning of the Bristol Accord, since first data 

analyse show that these projects have the following design features: 

 Many new urban quarters have a high quality concerning the architecture of the 

new buildings as well as in the built environment. The last characteristic is jus-

tified in the fact that the projects very often are Brownfield developments in ra-

ther central locations. Brownfields have an advantage in terms of integration 

when one compares them to (new) Greenfield developments in suburban areas 

or outskirts. Many new urban quarters create new places, but try to preserve the 

historical structures plus the local culture and tradition of the place. In practice, 

nearly every new urban city quarter has at least one architecture contest and 

very often, the new flagship developments (sometimes at the waterfront) create 

a new image for the overall city district. 

 Many new urban quarters create car-free streets in combination with peripheral 

car parks. If the new urban quarter then is also well connected and if e-bikes or 

car sharing is available, then we can speak of “smart cities” on the district level. 

At the same time, new city districts offer a coexistence of residential and busi-

ness use. Concerning the business use, offices as well as retail and gastronomy 

coexist. Public sector provides social infrastructure like schools and research 

institutions. This leads to social diversity as well vibrant and harmonious com-

munities, which corresponds to the general principle of the “European city”.  

 Typically, promoters implement quarter developments as a project and there-

fore they always use implementation-oriented IPSUD. At the same time, high 

capital volume invested makes it necessary to split resulting risks between pub-

lic and private stakeholders. In all new urban quarters, we therefore see a form 

of Public Private Partnership. This makes quarter developments a prototype for 
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the funding of financial engineering instruments in the JESSICA initiative. 

 For the residents of a new urban quarter it is important to have as much services 

as possible within walking distance. Just as important are facilities for leisure 

and recreation – also because these aspects are getting more and more predomi-

nant in people’s life. District development projects ideally offer these facilities 

because they have advantages in the economies of scale. Furthermore, after the 

construction phase we find here institutions like quarter management or the 

foundation of urban quarter associations. Thereby, these kind of projects pro-

vide a starting point of social interaction among residents. A higher rate of so-

cial capital can reflect the quality of the district. 

 In terms of ecological development, new urban quarters often have sustainable 

energy supply, energy-efficient construction (often certified by ratings of 

LEED, BREAM or DGNB) and the existence of a multitude of green and open 

spaces. These advantages help them to attract new private households and new 

business companies to persist in the increasing competition to other cities. 

These new settlements are able to create an economic added-value on municipal 

and regional level. It is this characteristic which makes new urban quarter de-

velopment projects so attractive for the European Cohesion policy and therefore 

also for the ERDF funding. 

Although these potential external benefits could not be fully verified in terms of a 

cross-analysis yet, the high correlations and contingency in section 3.4 of this research 

already show very clearly the high importance of new urban quarter development pro-

jects for economic growth of cities. Consequently, it would make sense to reinforce fi-

nancial engineering instruments of these projects in structurally weak regions, which 

do not correspond to the above location profile. In this context, the current distribution 

of these projects even in an economically booming EU Member State such as Germa-

ny shows that these complex development projects are virtually impossible to find in 

weak or disadvantaged areas. Consequently, we could detect market failure with re-

spect to such integrated urban development projects at least for Germany. Private but 

also public sector is not able to implement such projects in structurally weak regions 

without the support of ERDF funding from JESSICA-type investment funds. They 
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could provide an adequate development finance as sustainable urban impact investors.   

In this way, we were able to demonstrate empirically in terms of an ex-ante market in-

vestigation a possible useful investment area for JESSICA-type financial engineering 

instruments for a complete EU Member State. We assume that in the next funding pe-

riod in Germany appropriate investment funds for this financing field will be devel-

oped and offered. The authors of this research paper themselves will support the con-

crete development of this sensible business strategy, which has previously identified a 

huge market volume (apart from of individual projects), through urban development 

funds in the German federal state of North Rhine-Westphalia. This fund could then 

provide a real success story in terms of a best practice example – which currently does 

not yet exist on a European level – that is able to communicate the idea of these finan-

cial innovations. In this context, it would be interesting to explore whether the financ-

ing of new urban quarter development projects through JESSICA-type funds is a use-

ful application field in other EU Member States, too. 
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