
’This country is punching far beyond its weight’ – 
Luxembourg, a view from geography  
 
by Markus Hesse 
 
Script of a lecture on the occasion of the 20th anniversary of the University of Luxembourg, held on 
Thursday, 23rd October 2023, at Campus Belval. The text has largely remained in the form of its oral 
presentaCon, aiming to provide an overview for the interested reader and the general public.(1) 
 
 

Abstract: 
The quote in the ,tle comes from an expert interview in recent research. It illustrates the 
founda,onal fact that Luxembourg has considerably more economic power and dynamism 
than its size and ins,tu,onal setup would allow it to accommodate. This is the basic prob-
lem that runs through all development and planning conflicts, reinforced by ins,tu,onal and 
procedural complexity and iner,a. Appropriate strategies need to be structural. However, 
current prac,ce consists of micromanagement rather than strategy. It thus reveals three dif-
ferent sorts of illusion: a growth illusion; a steering illusion; and a sustainability illusion. The 
lecture will close by reflec,ng upon some thoughts on how to address structural challenges. 
 
 
What is this “view from geography” about? As geographers, we are used to looking at devel-
opment across space. This includes the associated changes of that process over ,me. Finally, 
we shed light on the ways in which poli,cs, planning, and governance aim to influence all 
that. My agenda could be assumed as a menu composed of four courses: The ‘amuse geule’ 
includes a short note on where I obtained the knowledge that substan,ates my argument 
(aka my lenses). The ‘entrée’ refers to the work others have done on related subject maRers 
in most general terms (aka theory). Sec,on three may comprise the main course: the speci-
fici,es of Luxembourg’s development trajectory, the downside of being small-but-global, and 
the governance illusions that seem per,nent when it comes to policy and planning dis-
courses. As to the dessert: I may not finish this exercise without addressing what could, or 
should, be done in order to improve the real-world situa,on. However, I remain cau,ous, 
and won’t present solu,ons. Instead, I address a few requirements that need to be set in 
place, before one may think about means that promise to resolve the underlying issues. 
 
Amuse geule 
My aim is to present a structural view of the big picture of Luxembourg's development and 
to link various fields of knowledge together.(2) It is based on 15+ years of research in Luxem-
bourg and a related ”thick descrip,on” by various means, i.e. the conduct of four major pro-
jects funded by the Fonds Na,onal de la Recherche (FNR), most recently FINCITY. Needless 
to say, all this is not my outcome but follows close collabora,on within and beyond the Dept 
of Geography & Spa,al Planning, including colleagues from the 5th Floor (LISER) and even 
reaching out as far as Australia (see e.g. Wong et al. 2022, Dörry & Hesse 2022). Apart from 
research, teaching is an enormously important source of knowledge, so I am happy to see 
students from MaGeo here as well. Last but not least, there is interac,on with prac,ce, 
coined by some contemporaries as the “third mission” of the university. In this respect, small 
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size turns out to be as ambivalent as in many other regards: on the one hand, you have di-
rect access to all par,es involved, not only as a member of the government’s advisory board 
on spa,al planning (CSAT) but in most general terms; on the other hand, it may take years to 
fully understand the ‘elegant secrecy’ with which the small state is governed. Equally unu-
sual, as far as I would guess, is the reluctance on the part of official authori,es to accept 
conflict in the subject maRers, and to properly deal with cri,cal commentary. This could be 
considered a part of the problem. 
 
Entrée (aka theory) 
The theories and research concepts that provide inspira,on for my argument, first and fore-
most, deal with the subject of global ci,es and their historical roots. Peter Rimmer and How-
ard Dick (2013) men,on four proper,es that characterise a city as a global or world city: i) 
demographic size, ii) economic role, iii) geographic reach, and iv) cultural diversity. The case 
presented here has all these proper,es but one, which is “size”. It has, nevertheless, illus-
trated that geographical reach provides a means to compensate for specific limita,ons in 
terms of popula,on or territory, as it has demonstrated a remarkable ability to “extract 
streams of profit from an extraterritorial terrain” (Olds & Yeung 2004, 492). This evokes pre-
vious conceptualisa,ons such as Alonso’s (1973) no,on of “borrowed size”, which he had ap-
plied to the Low Countries (Belgium, Netherlands, Luxembourg). My main conten,on is that 
small size on the one hand, and huge economic power and wealth on the other, are a combi-
na,on that makes urban development rather cri,cal. This applies to “Luxembourg” as a mé-
lange of both state and capital city. We see the two blended in what we call “city-state for-
ma,on” – given the extraordinarily small size of the country and the presence of the state in 
almost all municipal affairs as well. 

Rela,onality is the term that seems useful as an organising metaphor for discussing 
this type of city-state forma,on. In line with recent geographical thought, city-regions are no 
longer analysed and explained as fixed, bounded territories, primarily based on agglomera-
,on, but as subjects in a system of wider networks and rela,ons (Allen et al. 2012). These 
places are situated between different interna,onal systems and mediate between different 
scales: global and regional. Essen,al is their ability to aRract, manage and valorise flows of 
all kinds. The main building blocks are global posi,onality, the successful management of 
flows, and related governance, which happens against the background of rather specific his-
torical framework condi,ons – that is, this paRern is vola,le, but it can’t be easily copied by 
others (see Figure 1). 
 

 
Figure 1: The building blocks of rela,onality (modified aoer Wong et al., 2022) 
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Main course: the mul9ple geographies of a global financial centre 
The resul,ng geography of the country is shaped by uRerly complex layers of connec,vity. It 
included at least three different levels of scale: local (102 municipali,es); “greater re-
gional”—the labour market or commuter zone; and global, based on what was once counted 
as the financial weight of the country’s economy (measured in FDI). The last one indicates 
that it punches far beyond material proper,es such as size, popula,on, and infrastructure. 
 As one outcome, Luxembourg scores rather highly on the global map of financial cen-
tres. Judging from GFC-Index figures, it oscillates in the range of the Top Twenty of the global 
financial marketplaces and the Top Ten to Fioeen in Europe, respec,vely. This is astonishing 
for such a small place. The same applies to the GaWC Globalisa=on and World Ci=es data-
base which has classified ci,es based on the range of their business services-connec,ons. 
Advanced Producer Services are the main indicator here. In GaWC, Luxembourg ranks as “al-
pha –” among a range of much bigger metropolitan areas worldwide, such as Lisbon or Vi-
enna in Europe, Montréal in Canada, or Manila in the Philippines. Again, a striking mismatch 
between size and power.  
 The main overarching framework condi,on for Luxembourg’s urban geography and 
development is the con,nuous growth of working and residen,al popula,ons. In recent 
years, it has become more dynamic from the labour market side. The number of cross-bor-
der commuters has been subject to accelerated growth rates over the last two decades. 
Hence the model – “extrac,ng profit, or wealth, from extra-territorial terrain” (Olds & Yeung 
2004) – is exactly based on fostered interna,onalisa,on. And this was par,cularly made pos-
sible due to a) the digitalisa,on of services in general and of currency in par,cular, and b) 
thanks to the labour pool that the neighbouring countries provide.  

Likewise, the evolu,on of GDP per capita between 1960 and 2019, based on World 
Bank data, is characterised by a mere explosion: GDP has grown fourfold between 1985 and 
1996, and it has more than doubled between 2001 and 2008. It is now around 110,000 
USD/per capita, currently no. 4 of the country rank (aoer Monaco, Liechtenstein, Bermuda). 
Btw: Luxembourg scores also highest worldwide in terms of CO2-emissions per capita.  
 Effec,vely, the country has developed a remarkable ability to re-invent itself a couple 
of ,mes, from a steel-producing locale to becoming the seat of the European Union, fol-
lowed by the crea,on of a top-notch financial marketplace. While the ini,al compara,ve ad-
vantages of a tax haven came into play in the 1980s and 1990s, the financial centre is now 
subject to enforced specialisa,on and diversifica,on. At the horizon, we also see further 
fields of engagement emerging, such as space mining, circular economy, or arts & finance – 
however, it seems difficult to expect quick returns resul,ng from these ac,vi,es. 
 Contras,ng with the extraverted economy – driven by openness, agility, and innova-
,on – governance appears as a rather introverted system. Three points are indica,ve here: 
1)  the niche of sovereignty as a small but independent na,on-state… -- sovereignty made 
the difference when it all began; 2) developing a system of close poli,cal steering and con-
trol, par,cularly exerted by the state, which tends to be almost ubiquitous; 3) media,ng but 
not resolving the diverging interests of state and communes by prac,cing the French system 
of députés-maires (double-mandates of mayors & municipal councillors and na,onal cham-
ber members). 
 (Non-)Regula,on has played an essen,al role then and now. This quote is from a re-
search interview: “Exactly, now it's benefi,ng from having EU regula,on because we had this 
head start. Luxembourg is the largest investment fund place aoer the United States […] And 
interes,ngly even gaining market share […] Service companies […] created a huge inflow of 
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foreign money and the money needs to be run, needs to be managed and it's harder and 
harder to follow the rules and the rules get harder and harder and you need more and more 
professionals to run the thing according to the rules.” However, adap,ve strategies require 
transparency in the poli,cal and planning processes. This is yet highly contested, weighed 
against the perceived benefits of being introverted. According to a frank statement from the 
then Prime Minister, it would undermine the country’s business model: “Transparency may 
pose risks to the aRrac,veness of the state for corporate investment”.(4) 

As a result of the poli,cal-economic condi,on of the country, there are rising degrees 
of inequality across society, poli,cs, and space. Different from the 2010s, these inequali,es 
are increasingly recognised as problema,c and challenging the exis,ng development model 
(see Table 1). In this respect, the underlying phenomenon is not Luxembourg-specific: It is a 
seRled assump,on based on the research literature that you can’t run a global financial cen-
tre and have a balanced, equal society simultaneously (Godechot & Woloszko 2022). 

 

 
 
Table 1: Cross-sectoral inequali,es (own) 
 
Urban-regional implica=ons 
Let’s now look at the urban-regional implica,ons of being small-but-global. They are mas-
sive: rapid development unfolding in urban expansion; the produc,on of territories that are 
specialised in hos,ng key ins,tu,ons and corporate func,ons; a highly imbalanced ra,o be-
tween office real estate and housing, in line with a striking imbalance of work occupa,on 
and residen,al popula,on; an increasing pressure, or impera,ve, of mobility that caters to 
the demands of the interna,onal labour market. 

A special thanks goes to Antoine Paccoud from LISER for giving me a yet unpublished 
synthesis of the housing dilemma that has hit the country severely over half a century: an-
nual housing produc,on on average is increasingly below the growth rate of the number of 
households arriving and seRling in the Grand Duchy. This is one of the most important, long-
est overlooked, but now probably the most pressing downside of being small but global. A 
number of factors contribute to this dilemma – we guess it is not only the small size of the 
country and the limited reserves of developable land but also the specific temporali,es of 
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development (you may guess what I mean); the predominance of the commercial real estate 
market, notably for office, adds to that. As long as the country aims to remain among the 
Top Ten financial centres of Europe and the Top Twenty of the world (driven by the AAA rat-
ing), there seems to be liRle exit op,on to escape from the dilemma. 

This leads us to the spa,al governance prac,ce in the country. What is it about spe-
cifically? First and foremost, it is about providing more land for economic purposes. Due to 
market changes, this prac,ce is no longer confined to office real estate but includes the lux-
ury apartment sector as well, and it also occurs as an outcome of financialisa,on (purchase 
for trade and value, not for use); secondly, a poli,cs of land conversion of old-industrial sites 
is pursued, most notably through large-scale urban projects; revitalizing exis,ng office towns 
may soon add to the porzolio; improving the connec,vity to locali,es in the Greater Region, 
i.e. with Belgian, French and German territories, including the possible installment of com-
bined back offices with P+R-facili,es close to their borders (expat workforce being employed 
on Luxembourg-terrain). As the overarching “governmentality”, that is, the conduct of con-
duct, we observe a prac,ce of micro-management at all levels, at the expense or absence of 
broader strategies. 
 
Planning policy and its limita=ons 
A flow diagram provided by the Order of Architects & Engineers (OAI) illustrates the bureau-
cra,c if not technocra,c requirements for ge{ng land use or building plans permiRed. It 
also signifies the „tutelle“ prac,ced by the state over communes. While complaints about 
long procedures are common, we doubt this system is fully understood, nor is it efficient. No 
doubt however that it is so complex that, in a small se{ng, it helps facilitate informal re-
gimes of development and decision-making in the poli,cs of property. 

Planning policy in Luxembourg is organised at two different levels of scale: local and 
state. While the former is binding but rather individualis,c (mostly pursuing interests of ei-
ther growth or non-growth), the state-level («Landesplanung») would be the one that takes 
care of the original task of planning: balancing different needs when it comes to land, spa,al 
organisa,on, and the associated conflicts. The only remaining problem is that the state lacks 
legal power in this respect: Effec,vely, it is hardly relevant, while ge{ng more and more am-
bi,ous over ,me in terms of steering development, land use, carbon consump,on. 

In contrast, the local level is the most powerful in planning terms, due to the binding 
character of PAG/PAP and a rather individualis,c approach that favours both the strong role 
of mayors and the interest of property owners. The development trajectory of the capital 
city – and others as well – has increasingly become subject to urbanisa,on by large-scale 
projects. These projects follow two func,ons: a) they provide a bundle of what geography 
calls “spa,al fixes” for the investment and valorisa,on of capital; b) they help to sort out 
“unwanted” from “wanted” land uses, provide a sense of order, par,cularly to the benefit of 
historical parts of a city. This is how the city’s Mayor once put it: “The City does not wish to 
further densify its urban fabric”; the commune prefers to concentrate on major projects 
(emphasis added, MH) that it wants to be dense.(5) 
 The Plateau Kirchberg is the country’s biggest and most important development site. 
It comprises an area of 365 hectares; offers 42,000+ jobs and is meanwhile occupied by 
about 4,000 residents. It is yet in the shape of an office town, while the government works 
hard to urbanise the Plateau further, by injec,ng more and more housing and public infra-
structure into the area. However, future development of office space (current figures foresee 
roughly 50% growth by the end of this decade!) illustrates the rather narrow corridor within 
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which the Plateau can develop. The predominance of commercial real estate is aRributed to 
the role of the Kirchberg as the economic heartland of the country’s financial centre. 
 Our research revealed that the experience in planning the Kirchberg for ‘Global Lux-
embourg’, by implan,ng a large-scale office town under state control, was used as a tem-
plate for subsequent projects as well. The new Belval district is only one case here of more 
to come. My argument was that a certain “Kirchberg-Syndrome” (Hesse 2013) would apply 
here, consis,ng of a more or less unrelated mélange of solitary buildings, while office space 
s,ll being the predominant land use. This argument was already ques,oned by the devel-
oper in charge of crea,ng the much blamed Cloche d’Or, which now sits as a massive build-
ing block in the southern suburbs of the capital city. Time does not allow us to get deeper 
into this. However, there are a number of challenges created by large projects, one is that 
they are usually over ,me and budget (“over and over again”, B. Flyvbjerg); the other is that 
with rising size, they challenge the idea of urban integra,on. This is the case with many real-
ized projects, and it remains to be seen whether coming projects will perform beRer. 
 
A judgment: three policy illusions 
How can we judge these policies? At the risk of simplifica,on, current discourses have easily 
and elegantly adapted the no,on of change, ‘transi,on’, and transforma,on. However, in 
the light of this analysis and the persistent challenge of growth, they are confronted with, or 
beRer, the product of, a range of illusions (see Table 2). We can iden,fy at least three of 
them: first a growth illusion that insinuates that the current addi,on of jobs and residents 
could be easily accomplished in the foreseeable future and the economic framework condi-
,ons would allow for doing so; perhaps it must be accomplished because the state’s budget 
is in a straitjacket. Second, a steering illusion suggests the recently adopted planning frame-
works could ensure that growth could be directed to where it is foreseen by the plans – 
while both market dynamics and municipali,es’ sense of autonomy would give reason to 
doubt. Thirdly, at least some discourses make us believe that even under current growth 
condi,ons (and without pu{ng consump,on in ques,on) sustainable development would 
be realis,c to achieve. This might be equally illusionary. Having said that, one could assume 
that, in rather illusionary contexts, planning is set in place not necessarily as a tool or steer-
ing device but can be considered a “technology of hope” (Inch et al. 2023). 
 

 
Table 2: The three illusions of change when everything actually needs to remain as is (own) 
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This leads us to assess the overall paRern of development: If the property of being 
“small-but-global” is inscribed in any broader and local development issue in every detail 
(that is, rising demand for office space, infrastructure, circula,on), then the country’s devel-
opment path may end up in a trap. In the context of what colleagues have called “places leo 
behind” (usually referring to regions that lack dynamism and prosperity, see Rodriguez-Pose 
2018), structural challenges and their societal ramifica,ons were interpreted as resul,ng 
from a “development trap”. In the case of Luxembourg, we may see some indica,on for the 
opposite and hence turn the perspec,ve towards the wealth-based development trap. It 
points at the structural challenges that have emerged from an ini,ally successful develop-
ment path – one that turned out not only to be sort of hegemonic, or monopolis,c, but also 
reinforces dependence. It is based on prosperity that is a) accompanied by a number of neg-
a,ve externali,es, and b) is increasingly running out of strategic alterna,ves. A golden cage 
of over-development, if you want. 
 
Dessert: some conclusions on the ‘à priori’ of prac9ce 
I am coming to my conclusions. Finishing this explora,on into, or view from, geography has 
three different ends: first to integrate the spaces and ,mes of development, including the 
historical trajectories of our subject maRer; second to analyse interdependencies and out-
comes cri,cally, rather than trust official rhetoric or the shiny sales-brochures of the real es-
tate industry with its green roofs; third, our claim is to accept conflict, contradic,on, and 
tension as part of open socie,es. This is also part of the DNA of planning. That view most 
likely collides with the posi,vis,c approach prac,ced by poli,cs in this country, where every-
thing is under control, all problems are about to be resolved, and if this is not yet the case 
now, then it will be done by the next coming project. 

What could be appropriate ramifica,ons for research and prac,ce? Most models of 
governance have in common that they are challenged by tension, by par,cular interest, and 
by the contradic,ons between what you are and what you would like to be (including the 
delicate issue of iden,ty). Such conflicts, which may have a stronger presence in rapidly 
changing small-but-global than elsewhere, should be ac,vely approached, rather than ig-
nored. Can research play a role here? I s,ll assume that the ins,tu,ons of prac,ce would 
profit from a closer exchange. If the country’s planning malaise is caused by the combina,on 
of growth at almost any cost, micromanagement, and ‘omerta’ (the impera,ve not to speak 
openly …), then the ingredients of renewal would, almost logically, be a cri,cal reflec,on of 
growth leading to a strategy that includes alterna,ves (Plan B), instead of micro-manage-
ment. Also, transparency and open speech would be required, rather than exclusively focus-
sing on what common sense and official rhetoric allow to ar,culate. A package composed of 
these items may lead the way out of the development trap. 

At the municipal level, urban planning prac,ce would deserve innova,on as well. 
While this proposal may look as exo,c and as ambi,ous as illusionary: My sympathy is with 
the introduc,on of a “Stadtbaumeisterin” (like in Flanders or Germany) in the larger com-
munes – a poli,cally elected expert that enjoys both topical exper,se and poli,cal backing, 
whose combina,on of knowledge and intellectual independence could bring the poli,cs of 
planning forward. Of course, in line with the structural, system-wide “view from geography” 
I apply here, such idea requires that the individuals and par,es leading the communes 
would provide the poli,co-administra,ve framework condi,ons that make this reasonably 
effec,ve (that is, share or divert power). These condi,ons may include a broader municipal 
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reform and also an improved ins,tu,onal, if not cons,tu,onal arrangement of the rela,on-
ship between state and local levels. 

Last but not least, such changes may also be relevant for knowledge produc,on in 
general, and for making the best out of the rela,onship between the now-adult University 
and the bodies in charge of planning and spa,al governance. But that is a different story that 
may be good for another lecture ...(6). 
 
Notes 
1) Thank you to Sara Bencekovic for reading and commen,ng on a drao version. 
2) This “structural view” of the big picture aims to be comprehensive as to the contradic,on 
between strong economic power and small size; it is nevertheless selec,ve as certain parts 
of the big picture are excluded simply for capacity reasons (see the whole story in Hesse 
2016, or Wong et al. 2022). The ecological and climate change-dimensions of the small-but-
global model of (over-) development are emphasized elsewhere, likewise the mobility and 
transport issues associated with the prac,ce of making gains from ‘extraterritorial terrain’. 
3) As to the underlying research projects and publica,ons, there are plenty of sources that 
can be found on our repository <orbilu.uni.lu>, searchable by subject maRer or name of au-
thor/s. This refers to some key academic papers men,oned in the references list below, but 
also to opinion pieces that speak to the general public. 
4) Luxemburger Wort, 3rd February 2021. 
5) Bernard Thomas, Lëtzebuerger Land, 24th Feb 2023. 
6) Markus Hesse, “Das Nicht-Sagbare thema,sieren. SchniRstelle Wissenschao und Poli,k: 
eine delikate Angelegenheit.” Lëtzebuerger Land, 19th Nov 2019. 
 
References 
Allen, J., Cochrane, A., Henry, N., Massey, D., & Sarre, P. (2012). Rethinking the Region: 
Spaces of Neo-liberalism. Routledge. 
Alonso, W. (1973) Urban zero popula,on growth. Daedalus, 102(4), 191–206. 
Dörry, S., & Hesse, M. (2022). Zones and zoning: Linking the geographies of freeports with 
ArtTech and financial market making. Geoforum, 134, 165-172. 
Godechot, O., & Woloszko, N. (2022). Villes globales et inégalités: mondialisa,on ou finan-
ciarisa,on? Cités, (1), 67-86. 
Hesse, M. (2013). Das «Kirchberg-Syndrom»: grosse Projekte im kleinen Land: Bauen und 
Planen in Luxemburg. disP-The Planning Review, 49(1), 14-28. 
Hesse, M. (2016). On borrowed size, flawed urbanisa,on and emerging enclave spaces: The 
excep,onal urbanism of Luxembourg, Luxembourg. European Urban & Regional Stud-
ies, 23(4), 612-627. 
Inch, A., Slade, J., & Crookes, L. (2023). Exploring planning as a technology of hope. Journal 
of Planning Educa=on & Research, 43(4), 869-880. 
Olds, K., & Yeung, H. (2004). Pathways to global city forma,on: a view from the developmen-
tal city-state of Singapore. Review of Interna=onal Poli=cal Economy, 11(3), 489-521. 
Rodríguez-Pose, A. (2018). The revenge of the places that don’t maRer (and what to do 
about it). Cambridge Journal of Regions, Economy and Society, 11(1), 189-209. 
Rimmer, P., & Dick, H. (2013). The historical dimension. In Global City Challenges: Deba=ng a 
Concept, Improving the Prac=ce (pp. 63-87). London: Palgrave Macmillan UK. 
Wong, C., Hesse, M., & Sigler, T. J. (2022). City-states in rela,onal urbaniza,on: the case of 
Luxembourg and Singapore. Urban Geography, 43(4), 501-522. 


