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“The City of Marvels” has increasingly lived up to its literary
name in the last few decades — it has become one of the most
attractive places to live and work in the world. But Barcelona,
as a global city, faces a series of challenges that require
serious reform of its governance if it is to maintain its marvellous
qualities. Here’s how Barcelona got to be an attractive city
for business, living and tourism in the Mediterranean -
and what it needs to do to confront its challenges.

The “squared heart” of Barcelona

Eduardo Mendoza wrote a best seller on Barcelona, The City of Marvels (Mendoza, 1986). The novel was written a
few years before the Olympics Games of 1992 and its backdrop is the city of 100 years ago, during the period
between the Universal Exposition of 1888 and the World Exposition of 1929. Indeed, Barcelona has been projected
worldwide as a marvellous city. With an attractive cultural heritage - its most famous icon, the Sagrada Familia
by Antoni Gaudi, is still under construction — the city nonetheless tries to project an image of itself that is more
future-oriented than nostalgic. The brand name that attracts masses of tourists is that of an open, extroverted
city that likes to be in the spotlight and, besides its monuments, creates expectations of marvellous leisure
experiences. But it also likes to connote modernity, positioning itself as the site of futuristic events — nowadays
this means the MWC Barcelona or the Smartcity Expo World Congress.

How has this come about, when as recently as the 1970s Barcelona was an industrial provincial capital? At the
time, the city was struggling to recover from the poor quality of housing and public spaces, and from a serious
lack of basic infrastructure, inherited from the 1960s. That had been a period of accelerated and uncontrolled
growth, when more than 1 million people, mostly from southern and western Spanish regions, came to live and
work in and around a city that was the industrial capital of Spain.

There is a myth about the critical role of the 1992 Olympic Games in the impressive turnaround of the city. Without
denying the importance of this event, it can be argued that there are many other factors (geographic, social,
economic and political) and, in particular, the existence of an old urban planning tradition, that help explain the
phenomenon.

The revolutionary plan of Barcelona that the engineer lldefons Cerda produced around 1859 had provided a
substantial increase in urban assets, in particular basic infrastructure, over the 20™ century, particularly for the
Games. The Barcelona City Council has always had quality professionals to manage its infrastructure and urban
development, even during the 1960s under General Franco’s regime, when many young engineers, architects,
economists and lawyers were hired to manage this period of expansion under extremely difficult circumstances.
Some of these professionals entered politics in the 1970s. One of them, Pasqual Maragall, became mayor of the
city during the 1980s and mid-1990s. Maragall once said that “Barcelona is the city with a square in its heart”,
referring to the orthogonal grid designed by Cerda to support various networks of infrastructure.

The European Investment Bank (EIB) has played a major role in this evolution by financing a variety of projects.
The progress of Barcelona in the last few decades and the Bank’s contribution to it are the key themes of this
chapter.
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Figure 1 Barcelona 2018. The “Eixample” grid and Cerda’s 1859 Plan
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In Dan Brown'’s latest bestseller, Origin (Brown, 2017), the American novelist updates the stereotypes first produced
by Mendoza. Barcelona is presented again as a future-oriented city. Here the main character is an intelligent
system — an electronic being, called Winston, “born” and hosted in one of the biggest European supercomputers,
MareNostrum, located in a rehabilitated church belonging to the Polytechnic University of Catalonia. Winston is
the first digital being born in Barcelona, and it seems to have a squared heart as well. But Barcelona is also “chaos
in the chessboard,” as the Catalan writer Josep Pla once wrote. Cerda’s 1859 plan is about to be finished with the
works in the Glories Park. Antoni Gaudi’s Sagrada Familia, the last European basilica under construction, is also
nearing completion. It is the combination of Cerda’s secular rationalism and Gaudi’s religious sensitivity — both in
their own way excessive dreams - that gives character to a city that never seems satisfied, always looking to find
its place in the world.

A city three times founded

The first foundation of the city: 230 BC

Barcelona is located in the northeast of the Iberian Peninsula, on the main coastal corridor, the Roman Via Augusta,
linking most of Iberia with Central Europe, where the Pyrenees crossing is easier. This is a critical factor in explaining
its continual position as a major urban centre since it was founded in 230 BC, as Barcino. Its original name was
apparently taken from its alleged founder, the Carthaginian general Hamilcar Barca, who realised its strategic
importance in Carthage’s war with Rome for the domination of the Mediterranean Sea. On a plain protected from
the winds by the Collserola Mountain and bordered by two rivers, the Besos and the Llobregat, Barcelona enjoys
a privileged geographic position that has always been enhanced by its projection into the Mediterranean Sea.
Since medieval times, when the first port was built, the city has been able to develop its maritime links with the
smart use of available technologies and has become arguably the most important port, at least in terms of business,
of southern Europe.

Both its geography, which shows a potential for urban development that is relatively scarce along the abrupt
northern coasts of the Mediterranean basin, and its business orientation are key factors in explaining the continuity
of Barcelona as a major European capital. Only Tarragona (Tarraco, the magnificent Roman capital of Iberia, when
Barcelona was a rather small town) shows similar levels of geographic and physical potential for urban development
and connectivity. Barcelona became, however, the capital of the new nation that was slowly created when the
various warlords, united under the Count of Barcelona, pushed back the Arab invaders from the plain of Tarragona
and beyond, to the south and to the west, and disentangled itself from the power of the Roman emperor. The
conquests of the Balearic Islands, Valencia and other regions in the Mediterranean basin all the way to Athens,
and the creation of “consulates” in many port cities across the Mediterranean that facilitated the establishment
of a widely recognised commercial code, made the capital of Catalonia the major trade centre of the whole western
Mediterranean region. With the development of Valencia in the south as the capital of the reconquered kingdom,
the potential competition of other Catalan cities practically disappeared.

This medieval background explains the open character of the city, which has traditionally hosted newcomers and
made industry and commerce its trademark (until recently, when the tourism phenomenon reduced their relative
share). The focus on activities that do not require government intervention and the preponderance of family
businesses is also due to the centralisation of power in Madrid, in particular after the War of the Spanish Succession
that destroyed the city in 1714. Since then, the central power has suffocated periodic rebellions in the city, often
through untamed violence. Bombing the city “every 50 years” to keep it calm, as a general and three-time Prime
Minister of Spain said in 1842, was a paradigm for the Spanish army. This complex relationship with power may
also explain why Barcelona is an icon of anarchism, a political ideology that is strongly linked to the city.

The difficult relationship with Madrid has had important consequences in the development of Barcelona. The city
was not allowed to expand beyond its walls because the surrounding area had to be kept clear up to a distance
from where canons could still reach the city. When demographic pressure in the old centre became unsustainable
and the walls had no military use, they were destroyed in 1854/60 and converted into boulevards.
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The second foundation of the city: 1859

The urban area could then expand following the innovative model designed by the engineer lldefons Cerda (1859),
widely recognised as the father of modern urban planning (Cerda, 1867; Dupuy, 1992). The Eixample, the grid of
wide streets with only three main “crossing” arteries (Diagonal, Paral.lel and Meridiana), and the public transport
channels planned and, in a great part, executed by Cerda is still working very well and remains a critical factor in
the attractiveness of Barcelona. Cerda was able to convince landowners to participate in this successful transfer
of property for the common good. The heart of the city, squared by geometric design, could beat again following
what could be considered its second foundation. In fact, the city has been able to design an equalitarian and
isotopic urban fabric because, not being the political capital of a state, Barcelona has been exempted from the
urban disruptions imposed by palaces and great administrative buildings/complexes.

Since 1857, when the city had a population of 183,000, demographic growth has been continuous, first through
proximity immigration and then, starting around 1890, immigration from outside Catalonia. Barcelona reached
half a million inhabitants at the beginning of the 20t century, when the development of industry and service
activities drove a substantial wealth increase that is reflected in the number of magnificent modernist buildings,
with the specific version of the Art Nouveau style uniquely represented by the works of the architect Gaudi.

Urban development in Barcelona has not been smooth, however. It has always been led by major events marking
the expansion cycles. Such events always have an international touch. The World’s Fairs (1888, 1929) and the
Olympic Games of 1992 mobilised the resources of the local population to great effect. More recently, the Forum
of Cultures of 2004 benefited from this predisposition of the local population to create a new type of international
event with more social than economic aims. However, the use of major events, often promoted by the city hall,
to spark cyclic expansions have not always been successful and the model is probably exhausted. The last major
attempt, the aforementioned Forum of Cultures of 2004, was a mixed success in its attempt to push a new phase
of urban expansion, extending the Diagonal Avenue to the sea. In fact, this expansion has practically consumed
most of the growth potential of the municipality of Barcelona, as there are no more greenfield spaces of substantial
size available. Urban development must therefore result from brownfield transformation or take place in the
metropolitan area surrounding the city.

The third foundation: 1976

The General Metropolitan Plan of 1976, a superb planning tool created by the engineer Albert Serratosa and the
architect Joan Antoni Solans, adopted this metropolitan vision through a comprehensive approach embracing
all aspects of the welfare of citizens. It came too late to make order out of the chaotic extension of the city during
1960s and 1970s, that the previous plan, from 1953, was unable to control. But it has facilitated a radical containment
of the urbanisation pressure, preserving natural spaces such as the Serra de Collserola, the highland of Barcelona,
and legally reserving the soil needed for major infrastructure, whilst replicating Cerda’s isotopic model in the
metropolitan area, distributing residence, services and industry across the area to avoid excessive centralisation
in the old urban core.
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Figure 2 Metropolitan General Plan of Barcelona (1976)
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Olympic re-urbanisation in the 1980s

During the late 1980s and 1990s, the metropolitan area and the city of Barcelona changed dramatically. A major
correction to the growth during the 1960s and 1970s was carried out. The uncontrolled growth of the 1960s was
largely brought into order, and public spaces and facilities began to be designed with care. Thanks to substantial
investments in infrastructure, the city was completely transformed and, until the effects of the financial crisis were
felt, construction and renewal were apparent in almost all neighbourhoods. The city administration has played a
key role in this development process, supporting controlled growth whilst ensuring that public accounts remained
healthy. Barcelona actually kept reasonable levels of debt and was one of the few public administrations in Spain
that maintained acceptable levels of investment even during the worst moments of the crisis.

The democratic reform in Spain and its integration in the European Community in 1986 have obviously been
extremely relevant factors in the transformation of the city. Besides the impact of the Community acquis and the
direct support of the various European funds, the city has been a major recipient of EIB financing. Through its
participation in most of the projects that have either transformed the city or greatly facilitated its development,
the EIB has played a critical role in providing the suitable long-term financing that enabled their execution. From
the ring-roads and the tunnel across Collserola, to the port and airport extensions, the high-speed rail line or the
urban public transport investments (rail, metro and tram, in particular) in the transport and mobility area, to water
supply, flood prevention and sewage treatment, most of the infrastructure that was needed to accompany the
miraculous transformation of Barcelona over the past four decades has the mark of the EIB. The EIB has also
supported other urban sectors, from the rehabilitation of the old city centre (Ciutat Vella and the old port area)
- a great success that has been a driver of the tourism expansion of the city — to more diffuse actions in education
and health, telecommunications, energy, social housing and in support of the wide fabric of SMEs that are critical
for the economy of Barcelona. Building on this strong cooperation, the EIB is also now on the front line of supporting
its ongoing transformation into a convivial smart city that will be able to attract innovative companies and quality
tourism.

The following sections of this essay elaborate further on the evolution of the city in more recent years, as well as
its present challenges and future opportunities. The main challenge is common to many European metropolises:
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how to overcome its extremely complicated administrative structure in a world of growing interdependence,
where borders and territorial jurisdictions are unable to contain people’s lives and work activities.

An extremely complicated administrative structure: the “territorial
traps” of Barcelona

In 1714, after the War of the Spanish Succession, when the French and Spanish armies destroyed Barcelona, King
Philip V of Spain ordered the division of the city territory into small municipalities (the inner first ring in figure 3)
as a way to weaken its political power. Nowadays this inner first ring (called MAB) is a continuously urbanised area,
a city fragmented into more than 30 different municipalities. It is home to 3.2 million people, and occupies the
same surface area with the same population as the municipality of Madrid. The so-called Metropolitan Region
(the second ring in the figure, RMB) is a semi-circular area with a radius of approximately 50 km around the city
centre, although the actual metropolitan region of Barcelona is, in practical terms, the whole of Catalonia, with a
population of approximately 7.5 million.

The governance model for the territory that is somehow dependent on Barcelona is quite complex. Even though
Catalonia, as one of Spain’s autonomous communities, has the ability to organise its territorial divisions and
subdivisions, only modest changes have taken place in the organisation of municipalities and provinces inherited
from the dictatorship.

Figure 3 Barcelona (dark black), Metropolitan Area (red) and Region (blue)
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Source: Institut Estudis Metropolitans i Regionals de Barcelona.

To date, the numerous attempts to reorganise the territorial structure of Barcelona and Catalonia, as well as to
update the PGM (1976), have failed. In functional terms, it is obvious that the municipal border of the city of
Barcelona should be the actual MAB (3.2 million), and the metropolitan area or region of the city, the whole of
Catalonia (7.5 million), seen as a “galaxy” of interlinked urban areas with its core in Barcelona. Any artificial
administrative division such as the four provinces into which Catalonia is divided, or the seven so-called vegueries
proposed to replace them (displayed in the left-hand corner of Figure 3) would be poorly adapted to the reality
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of the social and economic networks and thus inefficient. To solve the difficulty of structural reform, the existing
territorial cooperation processes appear to be clearly insufficient.

At the same time, it is well known how difficult the political and administrative integration of Barcelona and
Catalonia in Spain has always been. Conflicts with the central government - as is the case for other similar situations
happening now across Europe - have little to do with 19" or 20* century nationalism, and more with the “poverty
of territorialism”, i.e. the mismatch between any political and administrative border and the increasing social and
economic interdependency linking global and local — even personal — scales. This has been investigated by
sociologists like Manuel Castells or Saskia Sassen and, more recently, by Andreas Faludi in his latest book, The
poverty of territorialism (2018), where he analyses what he calls the “territorial trap of the nation state” and “the
need to reinvent democracy for a networked world” from a local and metropolitan scale to a European one.

Figure 4 Public demonstration for independence on the streets of Barcelona, 11 November 2017

Source: Diari de Girona (11/11/2017). La manifestacié de I'11 de novembre a Barcelona, en imatges.

An open city: Welcoming immigrants and tourists

The character of Barcelona, a reflection of the character of its people, is the result of the convoluted history
summarised earlier in this essay. It is not surprising that the city has been the cradle of Spanish political movements,
from anarchism to communism at the beginning of the 20™" century to Catalan separatism in the 21%, challenging
the status quo and showing a receptiveness and tolerance that is unique. Barcelona’s attraction to many people
around the world is explained by this tradition of openness. It has been a gay-friendly city, in spite of strong
repression from the fascist regimes that ruled Spain for most of the 20t century; it has a pro-European stance,
looking to the north for support in its struggle for democracy and progress; and it also displays a penchant for
culture and innovation. Its capacity to host and integrate newcomers (more than 20% of the city’s population are
foreigners) is well known. Castifieira (2014) gives a succinct description of Barcelona'’s spirit in positive terms: open
and welcoming; entrepreneurial and creative; inclusive and solidary; innovative; interconnected and participatory;
pursuing excellence, competent and competitive; engaged and responsible; prosperous and with high quality of
life.
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Figure 5 Evolution of the population in Barcelona, the Metropolitan Area of Barcelona (MAB), and the rest of the
metropolitan region
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Source: Vallbé, J. J., Magre, J. & Tomas, M. (2015). Being metropolitan: the effects of individual and contextual factors on
shaping metropolitan identity. Journal of Urban Affairs.

Figure 6 Emigration and foreign immigration to the MAB, 2007-2016
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Source: AMB & iermB (2018). La metropoli en 100 indicadors. CAMB EN XIFRES 2017, Institut d’Estudis Regionals i Metropolitans

de Barcelona.

Respect for newcomers and an integration-based approach toward other cultures is probably the required social
factor that complements Barcelona’s attractiveness to new residents and tourists. Professionals and entrepreneurs
in search of a focal point to set up their international careers and businesses find that Barcelona has the assets of
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a capital, the conviviality of a middle-sized open city and a mild climate, with easy access to the sea and to high
mountains. Tourists find, besides well-known monuments and museums, a wide range of leisure activities, including
many sport competitions, music concerts, fairs and other events complementing beaches and gastronomy.

Tourism is concentrated in a few areas of the city centre, as displayed in the next figure.

Figure 7 Visitor routes using data collected from Twitter
=03 - D > i Ty

Source: Goodwin, H. (2016). Managing Tourism in Barcelona.

An industrial engine becoming more technology-based and service-
oriented

Barcelona has been a centre of important manufacturing activity since it was first industrialised. The textile industry
was paramount for some time, but the metropolitan area now has a varied set of productive activities, with a
relatively small number of major companies, such as car manufacturers, being the counterweight to myriad SMEs,
which generate most of the industrial jobs. Barcelona’s economy, especially the central municipality, is nevertheless
extremely dependent on the service sector, in particular on companies providing private services. Those linked
to tourism and leisure-related activities represent a big share of the total, whilst those that depend on central
government relations (central administration, but also the offices of major utility and construction companies,
banks and similar bodies) are much less present than in capitals of a similar size. Spain’s centralisation effort over
the last few decades has increased this bias, with the effect that official statistics, basing activity in the location
of the central offices and not where the activity actually takes place, tend to minimise the real domestic product
of the region. The relatively high level of EIB investment in Catalonia may be partially explained by the concomitant
investment requirements of a level of economic activity that is higher than that reflected in official statistics.
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Table 1 Companies and establishments and statistics of commercial companies 2011-2017

2011 2012 2013 2014 2015 2016 2017
Extractive Industries (05-09) 22 21 23 21 21 20 19
Manufacturing industries (10-33) 7,304 6,852 6,344 6,058 5,924 5,739 5,763
Electric power, gas, steam and air 181 200 197 185 165 170 167
conditioning (35)
Water, sanitation, waste and 143 130 114 m 105 105 112
decontamination (36-39)
Construction (41-43) 19,804 18,734 17,300 16,825 16,695 17,002 17,020
Trade and repairs (45-47) 44,874 44,154 43,333 42,973 42,688 42,610 42,829
Transportation and storage (49-53) 13,095 12,739 12,239 12,024 11,907 12,087 12,571
Hospitality (55-56) 11,948 12,086 12,046 12,131 12,326 12,591 12,925
Information and communications 6,763 6,798 6,781 6,931 7,105 7,451 7,777
(58-63)
Financial and insurance activities 6,426 6,284 6,396 5,803 5,707 5,983 5,888
(64-66)
Real estate activities (68) 11,706 12,215 12,551 13,441 14,317 15,220 15,972
Professional, scientific and technical 35,979 34,565 34,927 33,613 34,899 36,199 37,494
activities (69-75)
Administrative activities and auxiliary | 13,684 13,887 14,551 15,211 15,943 16,718 17,056
services (77-82)
Education (85) 5,394 5,625 5,821 5917 6,254 6,737 7,225
Health activities and social services 13,848 13,627 13,675 12,914 13,043 13,337 13,843
(86-88)
Artistic, recreational and 4,818 4,896 4,886 4,855 5,243 5,577 5,790
entertainment activities (90-93)
Other services (94-96) 8,564 8,604 8,458 8,981 9,537 9,833 10,595
Sectors (CCAE-2009) 204,553 | 201,417 | 199,642 | 197,994 | 201,879 | 207,379 | 213,046

Source: http://www.bcn.cat/estadistica/angles/dades/anuaris/index.htm

Figure 8 Members of the Social Security system by economic sector in the MAB, 2008-2017
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de Barcelona.
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This economic activity is increasingly oriented towards exports. This is undoubtedly favoured by the excellent
maritime and air connections and a network of motorways that serve the main corridors. The port expansion,
made possible by the diversion of the Llobregat River, was financed by the EIB in several operations. In fact, the
EIB is the main financer of the Port Authority of Barcelona. The protection works for the extension; the container,
car and inflammable products terminals; the renewal of the old port area; the World Trade Centre; the first cruise
terminals; and other projects under the port expansion programme, all show the EIB’s ongoing support for a major
transport node that is critical for the development of the Catalan economy, but also for the city. Barcelona has
become Europe’s number one cruise ship port, currently hosting almost 3 million cruise passengers per year, many
of them enjoying trips starting or ending in the city.

Figure 9 Exports from Barcelona and Catalonia

Exports (million €) Export trends from the province of Barcelona,
1996 - 2016 (million €)

2015 28" PERCENT / SPAIN 2016
Barcelona 51,262.0
R "
50,166.5 51,263.9
Catalonia
R B
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Spain

)
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1906 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016*

Source: Barcelona Activa, Barcelona City Council (2017). Barcelona Data Sheet 2017, Main Economic Indicators for the
Barcelona Area.

Figure 10 Passengers in the port of Barcelona (millions of passengers), 2005-2017
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Source: AMB & iermB (2018). La metropoli en 100 indicadors. LAMB EN XIFRES 2017, Institut d’Estudis Regionals i Metropolitans
de Barcelona.
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Figure 11 Tonnes moved in the port of Barcelona (millions of tonnes), 2005-2017
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Source: AMB & iermB (2018). La metropoli en 100 indicadors. LAMB EN XIFRES 2017, Institut d’Estudis Regionals i Metropolitans
de Barcelona.

The airport, also financed by the EIB through its operations with AENA — the company that runs all major airports
in Spain and was partly privatised in 2015 - has had a spectacular increase, due essentially to the appearance of
low-cost airlines and the possibility of hosting intercontinental services that were in the past practically focused
on Madrid following bilateral agreements. With 4.1 million passengers in 2017, up from 3.4 million in 2010, Barcelona

is now the seventh busiest EU airport in volume of traffic, although still with a relatively small percentage of long-
distance trips.

Figure 12 Passengers at Barcelona-El Prat airport (million passengers), 2005-2017
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Source: AMB & iermB (2018). La metropoli en 100 indicadors. LAMB EN XIFRES 2017, Institut d’Estudis Regionals i Metropolitans
de Barcelona.
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Having these two major transport nodes (port and airport) quite close to each other and to the city centre is a
major asset for the commercial activity of Barcelona, a focal point for the economy of southern Europe. This,
together with the powerful industrial and commercial hinterland that is Catalonia, makes the city a major candidate
for becoming the southern European gateway for intercontinental traffic coming to Europe through the Suez
Canal, which presently passes mostly through Gibraltar on its way to the North Sea ports. Some of the traffic from
these ports heads south, maybe unnecessarily, through congested road and rail infrastructure. To improve the
potential for a more balanced north-south divide of intercontinental traffic, the multimodal Mediterranean Corridor,
a priority project for the EU, must be able to offer competitive logistic services. The connections of the port of
Barcelona, in particular to the north, still hinder its competitiveness in the extremely dynamic market of long-
distance maritime traffic, but the ongoing support of the EIB for the Barcelona Port Authority has created the
conditions for extending the double-digit growth observed for this traffic since the new container terminals were
commissioned. Financing the high-speed line that has freed up the old railway for regional and freight services
and the adaptation of the line to international gauge through a third rail (a solution to a major interoperability
problem), the EIB has also contributed to the development of the Mediterranean Corridor, which still requires
major investment.

In 2004, the city launched an ambitious plan to transform Poble Nou, an old industrial and logistics area, into a
major service and technology district. In the aftermath of the 2008 crisis, the district began to host a large number
of advanced global corporations, design and research centres.

Figure 13 22@ district. A plan for a global technology hub

Due to its quality of life, as well as being a good place for investing and developing new business ideas, Barcelona
is considered an attractive place to work. Furthermore, the city is perceived as an innovative metropolis, linked
to its creativity and the worlds of culture, fashion, architecture, art, modernity and sport.
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Figure 14 Barcelona Digital Hub
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The business environment could even improve if the legal and bureaucratic framework in which companies and
professionals have to develop their projects were more adapted to their needs. The governance structure requires
simplification and progress towards a digital administration that is still taking its first steps. On the other hand,
there is less availability of seed capital and adapted financing than in other business-oriented cities. The EIB and
the European Investment Fund have assisted SMEs and start-ups in raising the money required for their investments,
notably through their global loans to commercial and public banks (such as the ICF or ICO) and venture capital
funds.

An attractive business environment

Location advantages and adequate infrastructure are not, however, sufficient to explain the attractiveness of
Barcelona. The quality of the facilities offered to its citizens and visitors is as important. Water, electricity,
telecommunications and public transport are basic factors in ensuring a proper quality of life, but the provision
of personal services such as health and education is increasingly considered a critical element in the competitiveness
of an urban area. Barcelona offers most of the opportunities of the great capitals of the world, but on a more
human level. It has a strong urban character that takes advantage of a favourable climate and remarkable cultural
heritage. Barcelona also continues to be positioned in the international and European context as an advanced,
competitive city with a good reputation, which adds to its traditional assets of high quality of life, culture, health,
tourist attractiveness, etc.

This is probably one of the reasons why it hosts more congresses than any other city in the world, including three
of the five biggest medical conferences. The rankings of international conferences and delegates of the ICCA for
business tourism and the Euromonitor International ranking on the number of international visitors, as well as
the ranking of cruise ship passengers in European and global ports, position Barcelona at the forefront (Barcelona
Data Sheet 2018). It stands out in particular for holding the number one position worldwide for the number of
international conferences organised as well as the number of participants in 2017, according to the International
Congress and Convention Association.

Barcelona is a centre for economic activity that fosters trust in the area of international investment, and held the
ninth position among the principal urban areas across the world for attracting foreign investment projects in 2017
according to KPMG (Global Cities Investment Monitor 2018), with a total of 135 projects. Also worth highlighting
is the city’s good reputation - 15™ position in the City RepTrak 2018 - and its global competitiveness - rated the
24 city worldwide by the Global Power City Index 2018 from the Mori Foundation (Barcelona Data Sheet 2018).
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Figure 15 International positioning of the city of Barcelona
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EIB loans have been essential in accelerating investment in projects that created the conditions needed make
Barcelona such an appealing city. A substantial amount of EIB financing has been directed to improving utilities
(water, sewage, energy and telecoms), as well as enhancing the urban environment (from public transport to
urban rehabilitation), building the new fair complex and hospitals, and rebuilding the famous Liceu Theatre after
it burned down.

Barcelona is recognised as a beacon for research and innovation - with some of the best universities and research
centres in Spain — and as a cradle of start-ups (see Figure 14). In the area of entrepreneurship and knowledge,
Barcelona is among the top ten European cities in innovation (Innovation Cities Index 2018) and the third in
attracting start-ups (The State of European Tech 2017). The relevance of Barcelona in bioinformatics and cancer
research, as well as in technical fields such as photonics, digitisation, numerical methods, etc., is a solid background
for companies in the new economy. They will complement the great number of consolidated traditional companies
increasingly bound to compete in the global market. Many of these are indeed export-oriented and use the
potential of the city as a major international logistics node. Add to these types of businesses the city’s popularity
as the host of important international fairs (such as the MWC Barcelona and the Smartcity Expo World Congress),
and it is clear why investors and high-quality professionals follow the opportunities of these businesses in a place
with a quality of life not easy to find in other metropolises that compete for talent.

A city for the people, a good place for living

A main factor in the attractiveness of Barcelona is that it has traditionally been concerned about social issues.
Having hosted so many immigrants from so many regions of Spain and from countries around the world, it has
had to deal with enormous challenges, from housing to the preservation of the local culture. It has done so through
a mixture of open-minded solidarity and strong defence of the democratic rights of its citizens. The political
debate on any action to modify the status quo is always fierce. The exposure to criticism and the complex
administrative framework, with municipal, metropolitan, regional (or autonomous community), national and EU
authorities intervening in an area that is extremely dense and receives great amounts of tourists does not facilitate
the implementation of major projects. The confrontation between the desired progress and the willingness to
reach consensus on anything that could be relevant explains why, as already mentioned, the city seems to need
the deadlines of events of international prominence to raise itself above petty, local constraints.

This probably helps explain why Barcelona, being systematically at the forefront of urban developments (from
urban planning to smart city proposals), is often left behind in their actual implementation by other cities with
fewer concerns about political and social issues. The transport sector illustrates this situation. The city was a model
for traffic management in Europe, for urban planning, for the reconversion of suburban rail services, cycling, etc.
Now it is confronted with environmental problems, notably in air quality, and is having great difficulty in finalising
some major public transport projects (such as Linia 9 Metro and Diagonal Tramway) that are essential to applying
the desired restrictions on car usage. These are intended to be made notably through the “superilles” concept
that would generate considerable areas (comprising four, six or nine blocks in the Eixample) to be practically
pedestrianised.
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Figure 16 New bus network in the municipality of Barcelona
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The city, then, requires the completion of some major infrastructure projects, but the focus of the political debate
is presently driven by the housing conundrum. Barcelona is a dense city and most of its housing stock (70%) is
owner-occupied, meaning its percentage of available housing stock for rent is among the lowest in the EU. This
limited supply combined with increase in demand as younger generations are forced to rent because of high
prices, plus the massive arrival of immigrants and strong competition from short-term residents (tourists, in particular),
has resulted in substantial rent increases for new leases. Some experts argue that Barcelona is beginning to see
a “rent bubble” (see Figure 18).

Figure 17 Design proposals for “traffic calm” zones being created in the Barcelona grid
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Source: TMB 2018.
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Housing has consequently become a main concern for Barcelona’s citizens. Some information measures, such as
the so-called rental price index, to control or limit rents and to impose sanctions for abuses in rental prices have
been considered. However, the residential rent increase is not only due to higher real estate prices or demand
growth. A very low stock of public rental housing is insufficient to be a counterbalance to the demand pressure,
so one of the usual means of stabilising housing rents is, in practice, not available in Barcelona, giving rise to
speculative investments that tend to reinforce market volatility.

Affordable housing

The provision of an adequate amount of social housing for its less well-off residents, who are often forced to leave
the municipality for the neighbouring towns in the metropolitan area, remains one of the main challenges facing
the city. However, Barcelona has a shortage of development land, and this problem must be addressed at the
metropolitan level. In Barcelona, as in many other tourist cities, rental and purchase prices in a number of districts
are not affordable for many residents.

The EIB has financed some social housing projects in the central area and in the neighbouring municipalities, but
mostly for the renovation (without expansion) of old neighbourhoods. It can thus be argued that the social housing
challenge requires an ambitious plan well beyond simple regulation proposals that would probably distort the
market without ensuring the availability of the necessary housing supply.

Figure 18 Evolution of the purchase of new and second-hand housing, and rental contracts in the MAB, 2005 -2017
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Facing the challenges of an uncertain future

Barcelona seems to have withstood the significant political turmoil affecting Catalonia since 2012 without excessive
disturbances, but the future is anything but clear. The city may remain affected by the uncertainty concerning
political relations between Catalonia and Spain. In any case, Barcelona requires strong action, in particular in
transport, to comply with EU environmental regulations, and in social housing as a means to control negative
impacts on rents caused by tourism and the remnants of the financial bubble. For timely and efficient implementation,
the alignment of different administrations is essential.

With the economic recovery of recent years, transport and housing are again the main challenges for Barcelona.
In both cases, projects have to be studied, financed and managed with a perspective well beyond the small
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territory of Barcelona municipality. The lack of public affordable housing needs to be solved by new regulations
and public construction outside the city limits — only a single large housing operation around the La Sagrera
High-Speed Train station can make a significant contribution. The same situation occurs in mobility: once major
ongoing projects in the city are completed (e.g. tramways, metro lines) in the coming five to ten years, massive
investments will be required in the metropolitan region and Catalonia on metropolitan railways, as well as new
road pricing policies.

Transport infrastructure and mobility

The accomplishment of the desired mobility model, including the severe constraints on automobile mobility that
the deployment of the superilles will represent, requires multifaceted action, covering both investment and
regulation. The provision of adequate public transport, notably for metropolitan residents and commuters from
the wider area, is essential to modifying the modal split. Important investments in the suburban rail network,
including ancillary infrastructure to facilitate intermodality (bus stations, park-and-rides and, soon, platforms for
leave-and-pick-up services by autonomous vehicles) are needed to cope with the potential demand that has been
held in check by the poor quality of the Iberian gauge suburban rail network. On the other hand, the FGC network
is near capacity and a major investment, involving a new long tunnel under the Collcerola Mountain, is probably
the only answer to ensure fast and reliable public transport between the Vallés and Barcelona.

The completion of Linia 9 and of the tram network (Diagonal section) are critical to distributing metropolitan
traffic over the city. Given the existing sections on both ends of the line, the execution of the central sections,
where the highest demand exists, does not present any concern in terms of economic profitability (the main
concern for all these investments is their financial sustainability, because the integrated tariff system, providing
revenues that hardly cover 50% of the operating costs, is unable to ensure the required income). An increase in
tariffs, which are low compared to similar EU cities, would help, but a dedicated source or a clear assignment in
the public budgets of the contributing authorities (municipal, metropolitan, regional and national) beyond the
present commitment to cover the extant deficit, seems necessary. A tolling system based on actual use of the
basic street network, according to type of vehicle and possibly the congestion level, has been proposed that could
be the source of dedicated funds. The introduction of the T-Mobilitat, an intelligent card that would be a means
of payment for any service, would also facilitate the application of an integrated system (including biking and
other possible forms of mobility) able to offer MaaS (mobility as a service) in which optimal multimodal combinations
would be offered to travellers.

The EIB could continue its financing of the public transport system of the MAB and, eventually, contribute to the
definition of a more adequate financing structure for the mobility system. This finally depends on the administrative
structure, which has been constrained by many political issues (many of them obsolete) and built ad hoc. A full
revamp of the governance model might be a reasonable solution to adapt the planning and management of the
metropolitan area, which is extremely burdensome and, in the end, inefficient and unable to respond to the
dynamism of Barcelona.

The housing conundrum is a clear example of the need to adopt a wider perspective. The interventions of the EIB
have been positive, but they have only covered a minuscule part of the real needs in urban rehabilitation and
social housing. Looking at the variety of promoters for EIB-financed projects, it is clear that there is no specific
model and, probably as a consequence, progress has been modest. Real estate speculation is a major political
concern in Barcelona, but experience shows that it cannot be avoided simply with regulation. The EIB proposal
to establish Urban Development Funds (as in the JESSICA initiative) in Catalonia was unsuccessful, in part due to
the administrative set up. However, it might act as the inspiration for a model that enables the market to work,
while avoiding speculation and excessive gains for some real estate operators.
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Critical infrastructure investments

Barcelona requires investment in many other areas if it is to further develop as a smart city' and maintain its global
attractiveness. Most of the investments will be promoted, however, by the private sector or public companies
with adequate balance sheets. They have had access to EIB funding and may continue to get EIB loans without
particular difficulties. So investments in utilities (water, energy, telecoms) and in support of SMEs or industries
that want to reduce their environmental footprint will have access to financial support from the EIB through a
variety of mechanisms. A special case is investment in health, education and research, which is essential to maintaining
the prestige of Barcelona in these areas. The financial crisis severely affected these sectors in Spain, notably in
the quality and modernity of the facilities, so a significant investment effort is needed to regain the position they
enjoyed some years ago.

Figure 19 Diagonal tramway (still under discussion) and L9 central section under construction

Source: Barcelona Local Council.

The Sant Andreu - La Sagrera operation is Barcelona’s most important railway and urban project for the coming
years in Barcelona. It is included in Adif investment programmes, but faces serious delays because of financial
shortfalls. Once the railway infrastructure in this area has been completed, it will become one of the largest
underground structures of this type in Europe. The project will cover 38 hectares of railway surface area, facilitating
the integration of the districts separated by the tracks over nearly 4 km between Espronceda street and Nus de
la Trinitat, and will involve a major urban transformation and territory structuring over 164 hectares, generating
new opportunities for economic development and social cohesion.

Figure 20 La Sagrera High-speed Rail Station. Urban development plans in the corridor

Source: Adif.

1 Barcelona is already recognised as a smart city. According to www.smarticitiesworld.net, alongside Singapore and London it is one of the best smart
cities in the world.
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EIB loans to Barcelona

Table 2 and Figure 21 provide the information that has been collected in relation to the activity of the EIB directly
in Barcelona and its metropolitan area. They do not include projects that are of major interest to the city but have
a wider outreach, such as the Madrid-Barcelona-French border high-speed rail line or investments in the energy
and telecoms networks that are impossible to assign to geographical entities. Support for industry, including
SMEs (usually through intermediary banks) and for research and innovation are not included either. Regarding
health and education, only one project (Hospitales de Barcelona 2008-2010) could be assigned to Barcelona. Other
projects, such as ICF Equipaments or Catalunya Infraestructura Regional, have been used to develop health and
education facilities in Barcelona, but due to a lack of precise information, they have not been incorporated into
the table. This is also the case for Catalunya Infraestructura Regional, Vivienda Catalunya, Junta de Saneamiento
Catalunya and GISA Infraestructura de Catalunya - projects that include activities in the metropolitan area of
Barcelona that could not be properly identified. This means that the table and the graph represent very low
estimates of EIB activity in Barcelona. It is, however, sufficient to demonstrate the importance of the financing
provided for infrastructure projects that were essential for the development of the city over the past three decades.

Analysing the data leads to some interesting observations. The first is that there are strong variations regarding
the type of projects and the period when they were financed. The importance of transport in the set is obvious.
Whilst the port and the airport have strongly benefited from EIB loans, most of the transport investments in
Barcelona have been for rail projects, including Metro Line 9, which has to date received €2.2 billion. The central
part of the line — which is expected to be the longest metro line in Europe — has not yet been completed but will
eventually benefit from an additional EIB loan to ensure that the project performs as planned.

The second observation is the impressive activity concentrated between 2004 and 2010, in part due to Metro
Line 9, and the drop in activity, which was nil in 2016-17. The explanation for this is probably the central government
control of the debt of the autonomous communities and municipalities, which has prevented the Generalitat de
Catalunya (responsible for rail investments in the metropolitan area) and the municipality of Barcelona from asking
for EIB or commercial loans to finance their projects. As civil works activity in Spain has dropped to less than a
fifth of what it was in 2010, most EIB loans have been focused on other sectors (loans to SMEs, private borrowers,
etc.) and on co-financing EU programmes. Infrastructure loans for major projects have essentially been directed
to central government projects. What is clear is that from the total amounts financed in Spain in 2016 (€9.5 billion)
and in 2017 (€10 billion) only €125 million for social housing could be considered assigned to Barcelona. This
extremely low participation cannot be blamed on lack of investment needs and should be increased soon.

The EIB has been instrumental in Barcelona’s success, supporting the works that contributed to the turnaround
of the city in the 1990s during the Olympics period and later, at the beginning of the 21 century, in the process
that made Barcelona one of the leading cities in Europe. The challenge is now to reverse a certain stagnation of
the urban area that risks becoming a drag on its success. There is a consensus that a new cycle of progress can
only be driven by the incorporation of the whole metropolitan area into its vision of the future. Substantial
investments are needed to integrate the areas around Barcelona through sustainable mobility and to provide the
required conditions for an efficient working environment and a high quality of life in a healthy and convivial
society. The EIB will certainly be pivotal to these investments, in particular in transport infrastructure, suburban
rail being a critical factor in the plans of the Metropolitan Authority. It will also be key to the reconversion of
Barcelona into a model smart city, in the necessary upgrading of health and education facilities and in the provision
of social housing. The recovery of the levels of investment of the years prior to the financial crisis is critical for the
start of a new cycle for Barcelona (although this time there is no particular event to focus minds) and the EIB is
expected to play a major role, as in past decades.
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Figure 21 EIB activities related to Barcelona and its metropolitan area
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Barcelona social housing 2017 125
Barcelona smart and sustainable urban dev 2014 194
Vivienda Catalunya (Il) 2011 125
Barcelona Desarrollo Integrado 2011 343
Fira 2000 II 2007 98
Fira 2000 2005 100
Fira 2000 2004 50
Barcelona Infraestructuras Besds 2002 20
Gran Teatro Liceo 1998 51.1
Trade Center Barcelona 1997 69,4
Rehabilitacion urbana Barcelona 1992 62
Barcelona Desarrollo Integrado 2011 77
Barcelona Desarrollo Integrado 2009 77
Aiglies Ter Llobregat Il 2009 164
Aigues Ter Llobregat Il 2008 136
Aiglies Ter Llobregat 2007 160
Aiglies Ter Llobregat Il 2000 100
EMA Infraestructura Barcelona 1989 46.3
Vila Olimpica Colectores 1988 72.2
ATM Innovative Public Transport Ticketing 2015 35
FGC Vallés Occidental 2013 137.7
FGC Vallés Occidental 2011 122.3
TABASA Infraestructura transporte 201 54
Metro de Barcelona Estaciones PPP (A) 2010 400
FGC Vallés Occidental 2010 40
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Puerto de Barcelona lll 2009 50
Metro Barcelona Linia 9 lI 2009 200
Metro Barcelona Linia 9 lll 2008 300
Centro Intermodal Barcelona Il 2007 150
Puerto de Barcelona Il 2007 70
AENA Aeropuerto de Barcelona 2 2007 500
AENA Aeropuerto de Barcelona 2 2006 100
Puerto de Barcelona Il 2006 70
Metro Barcelona Linia 9 1l 2006 350
Metro Barcelona Linia 9 Il 2005 300
Centro Intermodal Barcelona |l 2005 25
Metro Barcelona Rolling Stock |l 2005 43
Puerto de Barcelona Il 2005 106
Metro Barcelona Linia 9 | 2004 650
Puerto de Barcelona Il 2004 50
Metro Barcelona Rolling Stock | 2003 110
Puerto de Barcelona Il 2003 50
Tranvia Barcelona Glories Besés 2003 125.1
Centro Intermodal Barcelona i 2002 25
Puerto de Barcelona Il 2002 20
Tranvia Barcelona Baix Llobregat 2001 136.1
Puerto de Barcelona I 2001 24
GISA Metro Barcelona 1996 94.2
Puerto Auténomo de Barcelona 1994 6.3
GISA autopistas de Barcelona 1993 331
Centro Intermodal Barcelona 1993 25.3
Puerto Auténomo de Barcelona 1993 14.4
Centro Intermodal Barcelona 1992 7.2
Puerto Auténomo de Barcelona 1992 7.2
GISA autopistas de Barcelona 1992 45.6
Segundo Cinturén Barcelona 1992 80
Tunel de Vallvidrera 1991 39.2
Puerto Auténomo de Barcelona 1990 23.3
Tunel de Vallvidrera 1990 39.5
Hospitales de Barcelona 2008 36
2010 42
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Figure 22 Government debt relative to GDP in Catalonia, Spain and the European Union (%)
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Conclusion

Barcelona can be considered a great, even marvellous, success for urban development over the last few decades.
This was possible because of the good planning decisions taken in the late 1970s and 1980s in a favourable political
and economic environment. With the new democratic institutions, Barcelona’s selection for the 1992 Olympics
and Spain’s entry into the European Union in 1986, Barcelona has continued its gradual transformation from an
old industrial provincial city to a technological metropolis providing global services. The strong character of the
“City of Marvels” has endured: Mediterranean, ordered and at the same time chaotic, rational and emotional, always
unsatisfied and willing to progress.

The EIB has undoubtedly been an important factor in the development of the infrastructure required to support
Barcelona’s recent transformation, but now the city is confronted with substantial challenges, some of them, such
as excessive tourism or increasingly expensive housing, resulting from its very success. It can be argued that
Barcelona needs a new cycle of development (following its historical growth processes), but it is not clear what
the spark for it might be. Its positioning as a smart city model or the mobile capital and its bet on becoming the
southern European gateway for east-west traffic might be the required catalyst. However, to realise this vision of
the future and ensure its role in Europe as a global city, Barcelona must solve several problems - including the
excessive administrative complexity and fragmentation of the present set-up — in order to enhance efficiency and
legitimacy in public administration. In any case, the new transformation will only happen via important investments
in digitalisation and logistics, as well as in mobility and housing, to ensure the maintenance and even improvement
of the convivial quality that is the defining characteristic of Barcelona. The EIB, through its adapted financing,
should be a major player in the development of this vision.
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