
The majority of European regions are based on the
European Union's definition of regional units, NUTS-
1. Due to this definition, some nations are included as
regions (i.e. Denmark, Ireland, Luxembourg). Further,
regions in Finland and Sweden are based on NUTS-2,
a lower level of units. In addition, three non-EU mem-
ber countries, Israel, Switzerland and Norway are
included in the analysis. As with Denmark, Ireland
and Luxembourg, these small nations are treated as
regions. Also included this year are three regions from
the European Union's candidate nations: Bratislava in
the Slovak Republic; Budapest in Hungary and Prague
in the Czech Republic

The US regions are based on the units called
Consolidated Metropolitan Statistical Areas (CMSAs)
and Metropolitan Statistical Areas (MSAs). MSAs,
defined by the US Census Bureau, consist of a set of
counties and represent a single labour market with a
one to two-hour commute from edge-to-edge. CMSAs,

consisting of a set of Primary Metropolitan Statistical
Areas (PMSAs), include the county hinterlands of two
or more large central cities that are adjacent to each
other. Also, as the suffix attached to each region sug-
gests, some CMSAs extend over more than one state.
Compared with counties, cities and states, both MSAs
and CMSAs analysed in this study are more robust
units for economic analysis as they well reflect the
boundaries of clusters of firms in related industries.
The Canadian regions are based on their defined
provincial units. The Asian/Oceanic entrants consist
of prefectures in Japan and defined city boundaries
for most other nations, as well as the inclusion of
Taiwan, Singapore and New Zealand as region-
states.

In order to provide compatibility and comparability
with the 2002 index there is consistency in the vari-
ables selected for analysis, which are as follows: 
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