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1.

Foreword
"All regions need a new growth model, one where enterprises export more and waste less,
innovate in what matters, produce and deploy more what organizations invent, and public
authorities ensure that the economy actually works for the benefit of all citizens".
Based on a quote of Bruce Katz of the Brookings Institution, December 2010.

"In a nutshell, a smart specialisation strategy is an economic transformation agenda based
on:
9 choices,
9 competitive advantages,
9 critical mass,
9 collaborative leadership,
9 connectivity,
9 common sense
in order to focus the regions' development on their most specific assets".
Adapted from a presentation of Mikel Landabaso of DG Regio on 28.10.2011
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3.

Introduction
The Six Sigma concept applied to regional development.
The Six Sigma method is a registered trademark of Motorola aiming to improve process
quality and efficiency. It rests on (1) costumers’ measurable expectations; (2) performance
measurement; (3) an analysis of the root causes influencing performance; (4) solutions
tackling those causes; (5) checking that solutions indeed yield the expected outcome. In
short, the aim is to define, measure, analyse, improve and check. These tasks resemble the
ones that can be assigned to development, which requires analysing, defining, planning,
implementing and evaluating. Analysing (SWOT), defining (the vision), planning (the
strategy), implementing (deploying tools and mechanisms) and evaluating (measuring and
correcting).

What will be measured
and how will it be
corrected if the means are
not performing?

Which are the assets and
who are the stakeholders?

Assess
Which are the
projects to be
supported?

Analyse

Imple‐

Define

ment

Which is the vision of
the area’s development
and which are the key
elements?

Plan

Which are the means to be
activated and the results
expected?

Source: Based on a Wikipedia definition of Six Sigma

In practice, this means that articulating any economic development strategy requires:
1.

Developing participatory governance (6 Sigma: “Analyse”)
Cooperation has become a significant type of competitive advantage. Being sources of
knowledge and intelligence, all stakeholders must be involved in regional governance. Each
of them needs to be involved in defining the strategy and its implementation as either a
contributor or a facilitator.

4.

2.

Building on existing strengths and strengthening emerging assets (6 Sigma: “Define”)
Every region or sub-region, has unique competitive assets and edges that constantly
need strengthening generating added value, removing barriers to innovation and promoting
players operating in complementary industries. Every region needs instruments enabling it
to spot emerging opportunities and niche sectors that need support through knowledge
creation, absorption and utilisation. Every region needs to reinvent manufacturing and
service activities. Every region also needs to be aware that these days, no single region can
claim global knowledge or market excellence or believe it is safe against foreign competition.
Therefore, any regional strategy these days must include an international strand, the
“export” strand being just one among others (joint venturing, outsourcing, FDI, joint
development, etc.).
3.

Balancing the quest for global performance and regional social responsibility (6 Sigma:
“Plan”)
The strategy must include a balanced mix of measures designed to support regional
business competitiveness and regional attractiveness to multinational companies and human
services, societal innovation and quality of life.
4.

Investing in human assets, talent and expertise (6 Sigma: “Implement”)
The knowledge-based economy requires constant investment in the human capital and
management capacity of public and private organisations. Based on investment in human
assets, politicians can deploy a financial and non-financial support system for strategy
stakeholders: businesses, the non-commercial sector, universities / research centres,
investors, citizens, etc.
As an indicator of the impact of measures, public authorities should use the increase in
the regional average wage of direct and indirect beneficiaries of their action.
5.

Implementing a culture of evaluation and effectiveness (6 Sigma: “Evaluate”)
The strategy must include a range of performance indicators supported with measures
to reorganise its management if it appears that outcomes are below expectations.
Performance measurement needs to address both individual projects and the strategy
itself. Indeed, individual measures very often meet the expectations of both project leaders
and intermediaries in charge of delivering them without contributing to overall strategy
success.
An example of this would be provided by a region training excellent hairdressers and
therefore appearing to have an outstanding training system but being utterly ineffective
because its entire population is bald!
The graph below recalls that many strategies designed by both businesses and public
authorities fail for a variety of reasons including e.g. design flaws, inadequate critical mass,
or the absence of long term consolidation.

5.

RESULTS

Failure to scale:
- The complexity of scaling is
underestimated
- Lack of an overarching blueprint
- Multiple bottom-up efforts with competing
agendas
- Limited leadership capacity and focus

Failure to launch:
- Opportunities are not clearly understood
and prioritized
- Leaders are unable to align on where to
start and what to do
- Employees are resistant – efforts are
perceived as the «program of the month»
- Politicians make announcements but aren’t
willing to invest

Source: Adapted from McKinsey Global Institute

Failure to sustain:
- No change in day-to-day behaviours/limited
improvements in capability
- Change agents own the change, rather than the
line
- Improvements are not backed into budgets
- Performance management is inadequate at scale
causing a loss of accountability
- New politicians come in power and change the
priorities

In the private sector, 70 % of
all transformation programs
fail and in the public sector,
over 90 % of all transformation
programs fail over time

TIME

In the field of regional development, business support and governance in the area of
economic development, all the main barriers and successes have been identified and
described.
Today, the issue is not a lack of models, benchmarks, success stories, evidence of the
usefulness of devices but about how
¼ to objectively define the assets to rely upon,
¼ to introduce them into an existing, often conservative eco-system,
¼ to translate them into
y realistic objectives
y sound management
y budget
y evaluation criteria
y reward system
y organisational structure
y stakeholders commitment
y win-win networking activities.
¼ to move from container to content (the support measures).
Worth noting is that the concept of smart specialisation strategies is linked to sector policies
that need to be rooted in a regional context. This is not new per se as many regions have
set up clusters – though some were only developed to leverage a bonanza effect.

6.

Finally, worth underscoring is that the concept of smart specialisation strategies was
developed by academics and will need to be translated into a “act of will” by regional
stakeholders whilst remembering that many players still mistake research for innovation and
that the effectiveness of a policy is determined by how it is delivered rather that how much
is invested into it.
The current economic context is characterised by five important factors including:
¼ globalised competition,
¼ ever faster utilisation of knowledge to develop competitive products and services,
¼ shrinking public budgets,
¼ mastery of the entire product/service cycle from an innovative idea to its
commercialisation, i.e. turning clusters into commercialisation ecosystems for new ideas,
¼ regional responses to social and society challenges.
Among possible regional responses, the EU Commission suggests exploring the avenue of
smart specialisation strategies, i.e. developing and leveraging the regional potential. This
requires harnessing local talent and knowledge, attracting foreign investors and talent and
activating networks of key stakeholders.
As with any strategy rooted in a territory, success will self-evidently only come provided that
all stakeholders agree a vision for the regional future and manage to pool their resources
and know-how.
Therefore, it is useful to examine the role stakeholders could play in implementing future
smart specialisation strategies as one of the cornerstones of future regional R&D+I policies.
A particular attention should from now on be given to universities which are at the core of
the knowledge-based economy and which can help businesses as well as regional strategy
developers. Their role is important both for highly R&D intensive regions and for regions
that are less R&D+I capable and that have to translate the knowledge for their strategic
actors.
Smart specialisation strategies can be defined as focusing public resources on a few
activities/industries that have strong competitive advantages and that allow regions to
differentiate from their neighbours or their competitors.
This document provides food for thought on the impact of smart specialisation strategies for
the main key governance stakeholders of all innovation ecosystems, i.e.:
• regional decision makers,
• universities,
• businesses.

7.

Chapter 1

Smart Specialisation Strategy

1.1 The theory
The concept of smart specialisation strategy can be defined as "an entrepreneurial

process of discovery, identifying where a region can benefit from specializing in a particular
area of science and technology"1.
Some papers stress that

1) it pays off to focus efforts on a few areas rather than spreading resources over many
areas;
2) most regions look to the same sectorial priorities (biotechnology, nanotechnology,…)
to sustain growth though they have little assets and chance to be world leaders;
3) three types of policy strategies can be developed: technological leadership, catchingup strategies and preventive strategies.
DG Regio suggests that the development of smart specialization strategies should aim
at concentrating resources on the most promising areas of comparative advantage, e.g. on
clusters, existing sectors and cross-sectoral activities, eco-innovation, high value-added
markets or specific research areas2.
In other words, the concept calls for focusing resources, singling out competitive
advantages and rallying regional stakeholders and resources around a vision for the future.
Some experts3 believe that "as most regions and institutions cannot reach the frontier

of science and innovation, they would be better to search for a suitable specialization in the
global competitive landscape. It is most likely that this specialization will take place along
applications, exploiting business segments, niches, or markets that require adaptation of
general technologies to specific user needs". They add that "the regions that are not leading
in any science and technology field have in any case to increase their intensity of knowledge
investments and intangible capital in the form of high education and vocational training,
public and private R&D, other innovation activities assets. The question is whether there is
something better to do than investing a bit biotechnology, a bit in information technology, a
bit in nanotechnology. Is there not a better strategy for them than being subcritical and
inefficient in allocating resources to those fields in which they will always be laggards? So a
policy question of great relevance for any (or almost any) region/country in Europe is now:
how should it position itself in the knowledge economy?"
Others4 make a plea for regions working on constructing regional advantage by
adopting "a platform approach able to formulate dedicated and specific innovation support
customized to different regions and sectors". Those platforms should be able to understand
and support "distinctive modes in which regional knowledge, creation, innovation and
entrepreneurship occur".
1
2
3
4

Science and Technology, Issue 02, www.publicservice.co.uk
Cf. Regional policy contributing to smart growth in Europe 2020
Cf. The role of Community research policy in the knowledge-based economy. Expert group report DG Research
Cf. Constructing regional advantage: principles, prespectives, policies. DG Research
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This concept was born in the following Community context:
9
9
9
9
9
9

Barca Report: "An agenda for a reformed cohesion policy"
EU budget review.
EU2020 Strategy
Innovation Union
"Regional policy contributing to smart growth in Europe 2020"
"Knowledge for Growth" expert group set up by DG Research.
The main thread of these efforts has been:

¼ The need for the EU to support territorial public policies (place-based policy) while
specifying a number of conditions and encouraging public debates at local level;
¼ The need for the future strategic framework to help focus resources on a small number
of priorities;
¼ The need for specialisation to emerge from industrial momentum. Rather that imposing
top-down strategies, smart specialisation requires businesses, research centres and
universities to jointly identify both the most promising specialisation areas and the
weaknesses that impede innovation5;
¼ Starting in 2010: Member States should considerably improve their use of existing
Structural Funds for research & innovation projects, helping people to acquire the necessary
skills, improving the performance of national systems and implementing smart specialisation
strategies and trans-national projects. This should also apply to the pre-accession funding
for EU candidate countries. The Commission stands ready to assist and will use its regional
research and cluster initiatives to support this change and establish a "smart specialisation
platform" by 2012, including further support for the emergence of world class clusters.
Further details are in an accompanying Communication.
Member States should initiate the preparation of post 2013 Structural Fund programmes
with an increased focus on innovation and smart specialisation. Future regulations governing
the operation of the European Regional Development Fund should further commit
substantial financial resources to support innovation initiatives within the regions of the
European Union6.
¼ Strategic intelligence is needed to identify the high value-added activities which offer the
best chance of strengthening a region’s competitiveness. To have most impact, R&D and
innovation resources need to reach a critical mass and to be accompanied by measures to
increase skills, education levels and knowledge infrastructure.
National and regional governments should, accordingly, develop smart specialisation
strategies to maximise the impact of Regional Policy in combination with other Union
policies.
Smart specialisation strategies can ensure a more effective use of public funds and can
stimulate private investment. They can help regions to concentrate resources on few key
priorities rather than spreading investment thinly across areas and business sector. They can
also be a key element in developing multi-level governance for integrated innovation
policies. Moreover they have to be closely linked with other policy domains and require an
understanding of regional strengths relative to other regions and of the possible gain for
inter-regional and trans-national cooperation.
5
6

http://actu.epfl.ch/news/prof-dominique-foray-s-new-economic-concept-adopte/
Europe 2020 Flagship Initiative: Innovation Union Doc. COM(2010) 546 final dated 6.10.1010

9.

Rather than being a strategy imposed from above, smart specialisation involves businesses,
research centres and universities working together to identify a region’s most promising
areas of specialisation, but also the weaknesses that hamper innovation. It takes account of
the differing capacities of regional economies to innovate. While leading regions can invest
in advancing a generic technology or service innovation, for others, investing in its
application to a particular sector or related sectors is often more fruitful.
The sustainability of the strategy will depend on the timeliness and coordination of policy
measures, and on governance, including ways of engaging stakeholders. It must include
mechanisms for policy learning, in particular through peer reviews, involving public officials,
practitioners and regional stakeholders. Smart specialisation needs to exploit regional
diversity, stimulate cooperation across national and regional borders and open up new
opportunities, by avoiding fragmentation and ensuring that knowledge flows more freely
across the EU7.

7

Regional Policy contributing to smart growth in Europe 2020 – Doc. COM(2010) 553 final dated 6.10.2010
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1.2 From Theory to Practice
Putting into practice a concept developed by university professors often proves
difficult, especially when it is rooted in human behaviours. Indeed, notions of “public policy”
and “petty politics” are not necessarily interchangeable. There is not a single regional
stakeholder who will ever oppose the sturdy notion of focusing public resources on action
with strong added value... until final beneficiaries are chosen, that is, at which point often
prevail such subjective considerations as saving existing jobs and activities within a clearlydefined labour pool or constituency.
Moving from theory to practice requires clarifying a range of issues8 including:
1.

Will the smart regional specialization concept be understood as:
9 a sectorial policy,
9 an eco-system supporting innovation, growth and job creation, or
9 an integrated approach through which an innovation eco-system supports high
growth potential enterprises, sectorial niches and responds to societal expectations?
3 a plan to provide more added-value support services to all regional stakeholders.

2.

Who will make the strategic choices and how will the actors be associated?

3.

How will the smart regional specialization be aligned with the new expectations in the
field of societal challenges? In other words, is the concept just a way to support a
growth agenda or can it also be a path for quality development based on sustainable
and social development requirements?

4.

What would be the scope of a smart regional specialisation strategy?
3 support to endogenous development including through the support to start-ups and
innovation,
3 recruitment of new industry, talent and investors,
3 diversification (product/service or geographical) of existing industry,
3 upgrading existing mature industry,
3 improving R&D and innovation infrastructures and networks.

5.

What are the pre-requisites to build a smart specialisatoin strategy?
3 assets and their contribution to regional competitive advantages,
3 role and responsibilities (facilitate or participate) of all stakeholders,
3 availability of expertise and quality of social capital,
3 relationship with the external world,
3 availability of incentives, financial and non financial ones,
3 desired output and parameters for killing non performing initiatives,
3 value of the proposition,
3 cost/benefit of the different options,
3 capacity to accelerate the introduction of innovation in the market.

8

Cf. Eurada: "Smart (regional) specialization strategy: What does it mean for RDAs?"

11.

6.

Who will be responsible for validating the relevance of the smart regional strategy? The
dangers are:
9 Conservatism due to the influence of strong existing stakeholders9 and locally
established lobby when it comes to the choice of the specialization topics and means
to support the process;
9 Lack of strong prerequisites such as:
- global vision of sector trends
- equity capital value chain
- skills/talent related to the strategy focus
- social capital
- administrative and institutional capital
- sectorial value chain
9 Absence of territorial intelligence regarding
- the enterprise pipeline
- the knowledge cycle in a region
- the innovation capability (technology breakthrough, non technology, knowledge
absorber, …)
- sustainable funding
- international cooperation
- the strength of the support service value chain
9 Uniformisation of the focus. All the regions will look to the same sectors: automotive,
aerospace, ICT, bio, nano, …)10
In other words, who will check if the smart regional specialization strategy provides
satisfactory answers to the enterprises: "needs-demand-services" life cycle for public
support services?

7.

What is the critical mass to be taken into account both for the size of the geographical
area and for the sectorial niche? For instance, the flask sector in Bresle (F) or the
second-hand books in Hay-on-Wye (UK) or Redu (B) will be seen as the right size for
ERDF attention?

8.

What about the implementation paths of the strategy?
• Which tools will be favoured: grants, equity, soft support, infrastructures?
• Which option will be pushed: picking the winners (any potential beneficiaries with
generic support services) or supporting the winners (targeted beneficiaries with high
added value support)?

9. What will be the criteria to evaluate the soundness of the strategy ?
9 the process
9 the governance
9 the argumentation
9 the investment readiness and willingness, i.e. the gap between the expectations and
the capabilities
9 the uniqueness of the strategy
3 the portfolio of activities supporting the strategy (value chain).
9
10

Cf. the car scrap recovery plans in 2008
Cf. the regional impact of technological change in 2020
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10. What will be the content of a smart regional strategy?
9 A talent pool that connects across sectors
9 An innovation infrastructure including physical infrastructures
9 Access to capital
9 A skilled workshop
9 A support system composed of high added value services/tools/delivery mechanism
9 A dynamic network environment
9 A knowledge entrepreneurship culture (knowledge absorption and disssemination
leading to enterprise creation and development)
By nature, a smart regional specialisation strategy would provide access to technological
and market intelligence and tangible benefits for all stakeholders.
11. How to convince those regions with the lowest levels of R&D+I infrastructure and
capacity that they can benefit from such a strategy?
In the case of these regions, specialisation will rest on non-technological innovation as
well as knowledge and technology transfers. In general, these regions have potential in
farming, tourism or alternative energy sources. Smart specialisation strategies may help
them diversify and differentiate themselves.
There will be a need to strengthen the capacity of this category of regions to access,
take up and disseminate knowledge. An essential requirement for this purpose will be to
strengthen human capital and entrepreneurship.
12. How to avoid a smart regional specialisation process that leads to excessive
concentration of resources? How to ensure that specialist bodies (clusters, innovation
agencies, sector organisations, etc.) join the smart specialisation process?
13. How does regional specialisation fit in with national priority choices?
14. What alternatives to such a strategy are there at present? What are the traits and
consequences of “stupid” specialisation?
15. How to consider social and environmental challenges in smart specialisation strategies?
Worth underscoring once again is that the data to be collected and the choices to be made
as part of the process leading to such a strategy require the involvement of as many
relevant stakeholders as possible.
The chart below summarises the words “smart” and “specialisation” as used in the context
of the term “smart specialisation strategy”.
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WHAT IS SMART AND WHAT IS SPECIALISATION?

•
•

•

•

place evidence‐based: SWOT
balance between bottom‐up
partnership approach and top‐
down framework
global perspective on potential
competitive advantage &
potential for cooperation
source in knowledge, services,
technologies, talent and investors

•
•
•
•

priority setting in times of scarce
resources
excellence in something specific
accumulation of critical mass
not necessarily focus on a single
sector, but cross‐sectoral
approach

Ö best way to exploit territorial potential through innovation
Ö foster interregional comparative advantage

Source: DG Research and Innovation – Eurada adaptation

Ultimately, the steps below will need to be implemented in order to optimise smart
specialisation strategy design:
Æ assessing the smart specialisation potential including the innovation potential, sector or
ecosystem size, the nature of existing or future competitive advantages, international
positioning (“where are we?”);
Æ identifying necessary additional tangible and intangible investment and the contribution
of key private actors. Particular care should be given to investment needed to facilitate a
junction between different business and knowledge areas (“where do we want to go?”);
Æ implementing support services for businesses and key organisations involved in the
entrepreneurship discovery process (“how do we get there?”);
Æ identifying indicators and alternatives in case the objectives cannot be reached (“stop in
time!”).
The four steps above need to be considered in line with the four possible avenues of an
“entrepreneurial discovery” process defined by Dominique Foray11, i.e.:
• turning traditional sectors into new competitive areas [Nord-Pas-de-Calais(F) in rail
transport] or Baden-Württemberg (D) from the automotive sector to mobility];

11

Speech delivered at the conference on “Regions for Economic Change” on 23 June 2011.
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• modernising specialisation through new technology [Jyväskylä (FIN) in the paper industry
with the integration of ICT, optoelectronics and nanotechnology];
• diversifying, based on existing specialisation [whale tourism in Husavik (IS) from
fisheries’ experience; eco-building in Lower Austria (A)];
• radical change [Leuven (B) in microelectronics; Cambridge (UK) in biotechnology or
Cantrabria (E) in marine science].
Worth noting is that of the four avenues proposed above, only the last one requires capacity
in terms of technological excellence, whereas the other three call for the ability to absorb
and use knowledge. Called practice-based innovation12 in literature, this type of capacity is
accessible to a larger number of regions provided that they are prepared and willing to
make the investment.
Mid 2011, Technopolis13 published as part of project RIM, a report analysing the
perception of 16 regions against the smart specialisation strategy concept. The authors
presented the following findings:
• few regions encourage the internationalisation of the business networks (clusters) they
support;
• no region supports the dissemination of innovation. Their support schemes target R&D or
cooperation among stakeholders on R&D activities;
• regions acknowledge the strategic importance of ICT for their development;
• few regions believe that human asset mobility is important.
It follows from these findings that regions need to develop commercialisation
ecosystems for all new ideas (see Chapter 7).

12
13

see Prof. V. Harmaakapi, Lapeenranta University (FIN)
Regional Innovation Monitor. Thematic Paper 2. Policies and Processes of Smart Specialisation: Realising New
Opportunities. 19.07.2011
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1.3 S³ in the draft cohesion policy regulation for 2014-2020
Article 17 of the draft common provisions for cohesion instruments14 presents the
concept of ex-ante conditionalities which are detailed in Annex IV of the document.
Reference is made to smart specialization for the following two thematic objectives of the
future Cohesion Policy, i.e.
¼ Strengthening research, technological development and innovation (R&D target)
¼ Enhancing access to and use and quality of ICT (broadband target).
For the R&D target, the European Commission describes the criteria fulfilment of the
thematic ex-ante conditionalities as follows:

A national or regional research and innovation strategy for smart specialisation is in place
and:
– is based on a SWOT analysis to concentrate resources on a limited set of research and
innovation priorities;
– outlines measures to stimulate private RTD investment;
– contains a monitoring and review system.
Note that the above criteria fulfilment is also mentioned in the draft proposal for the
new rural development regulation15 with regard to "fostering knowledge transfer and
innovation in agriculture, forestry and rural areas".
As far as the broadband target is concerned, the S³ description is:

A chapter for digital growth within the national or regional innovation strategy for smart
specialisation is in place that contains:
– budgeting and prioritisation of actions through a SWOT analysis carried out in
alignment with the Scoreboard of the Digital Agenda for Europe;
– an analyses of balancing support for demand and supply of information and
communication technologies (ICT) should have been conducted;
– measurable targets for outcomes of interventions in the field of digital literacy, skills, einclusion, e-accessibility, and e-health which are aligned with existing relevant sectoral
national or regional strategies.
– assessment of needs to reinforce ICT capacity-building.

14
15

Doc. COM(2011) 615 – Common provisions for the cohesion instruments
Doc. COM(2011) 627 - EAFRD
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Chapter 2

Challenges for Regions

The concept of innovation is not just about technology. Similarly, the “concept-tomarket” cycle is no longer necessarily linear. However, out of habit, many public policies tend
to be limited to support for technologically inspired R&D activities, thereby neglecting a whole
range of opportunities. Indeed, innovation within businesses can take one or more of the
following forms:
9 a service linked to a product,
9 a new business model,
9 a new design, a new application for an existing product/service, a combination of
complementary technologies, etc.,
9 a new paradigm governing interactions between operators (e.g. containerisation or
electric cars for transport).
This new innovation supply chain concept is charted out below.
2.1 Regional innovation ecosystem
Not all EU regions have R&D+I infrastructure networks and capacities or equally adept
public policies in support of R&D+I activities. Neither do they all have technological
knowledge-intensive international connections.
This is shown, if needed, by the RIM (Regional Innovation Monitor)16 and RIS
(Regional Innovation Scoreboard)17 studies as well as in the report entitled "Regions and
Innovation Policy" published by OECD in 2011. Data from these documents is useful in
identifying the parameters to be considered as well as the weak links of the regional R&D+I
value chain.

Source: Mark Burnett

16
17

www.rim-europa.eu
www.proinno-europe.eu/page/regional-innovation-scoreboard
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It emerges from the data of both of the above-mentioned reports that regions have
assets they can leverage in all – or alternatively in just in one or more –segments of the
innovation supply chain.
Based on eight performance indicators, the 2010 Regional Innovation Monitor11 report,
which seeks to compile as much information as possible about regional innovation policies,
ranks regions in the seven categories below:

The first group of regions is labeled ‘Balanced innovating regions’. The mean score for each
innovation performance factor is above the average of all 203 regions. In particular,
‘innovative entrepreneurship’ is above average, but this is mainly due to the relatively high
R&D expenditures at institutes of higher education. This group of 42 regions includes regions
in the Netherlands, Belgium, Denmark, North Germany, South UK, and some regions in
Austria and Italy.
Group 2 consists of 49 ‘Knowledge-absorbing regions’. Most regions of this group are
located in Eastern Europe and southern Italy. On average all three factors of innovation
performance patterns are below the average of all EU regions, but especially for ‘Innovative
entrepreneurship’, which is lower than in any of the other groups. The share of innovators,
both technological and non-technological, is small and the high score on non-R&D
innovation expenditure signals that innovation is mostly the result of absorbing already
existing knowledge.
Group 3 is labelled: ‘Public knowledge regions’. They are characterised by a very high score
on the factor ‘public knowledge’. The average R&D expenditures in government research
organisations (as % of GDP) are higher than for any of the other groups and the average
share of tertiary educated is equally high as for the group of ‘high-tech business innovating
regions’ (Group 6). The average score on the other two factors are slightly below average,
but on none of the eight indicators this group shows a major weakness. The 21 regions in
this group are scattered across Europe, including many capital regions such as Madrid,
Rome, London, Berlin, Prague, and Bucharest, but also regions in Eastern Germany,
Scotland and Southern France.
Group 4 is named: ‘Knowledge-absorbing innovating regions’ because they have the highest
average score on ‘innovative entrepreneurship’. In particular, the share of both technological
and non-technological innovators is high. This group has on average the lowest score on
‘technological innovation’: business R&D and patenting is very low, while the non-R&D
innovation expenditures (as % in turnover) are higher than in any other group. Similar as
for the second group, innovation is mostly the result of absorbing already existing
knowledge. These 19 regions are mostly located in Portugal and Greece.
Group 5 has been labelled ‘Industrialised innovating regions’. The score on ‘technological
innovation’ for this group is above average, but ‘innovative entrepreneurship’ is below
average. Overall there are no really weak or strong scores on any of the eight indicators.
Many regions of this group are located in France and Spain; also included are Irish regions,
some in Sweden and early industrialised regions in Germany and the UK.
Group 6 is named ‘High-tech business innovating regions’. This is the most innovative group
of regions. Particularly high is the factor ‘technological innovation’, and all its major
components: patents and business R&D are much higher than in any other group and this
group has on average the lowest share of non-R&D innovation expenditures. On average

19.

‘innovative entrepreneurship’ is also high, but not as high as for the group of
‘knowledgeabsorbing innovation regions’. The score on ‘public knowledge’ is above average,
but government R&D expenditures are clearly below the average of the group of ‘public
knowledge regions’. The 12 ‘high-tech business innovators’ are located in South of Germany,
most of Finland, some regions in Sweden, East of England (UK) and North Brabant (NL).
Group 7 is labelled ‘Business innovating regions’ because on average these 11 regions score
well on both ‘innovative entrepreneurship’ and ‘technological innovation’ but they have the
lowest score on the factor ‘public knowledge’. Both the low performance regarding
government R&D expenditures and tertiary educated contribute to the low score on this
‘enabling’ aspect. The score on ‘innovative entrepreneurship’ is high; the share of SMEs
introducing technological innovations is on average even higher than in any other group.
The performance on the factor ‘technological innovation’ is above average. The regions of
this group are located in Northern Italy and in Austria.
The 2009 Regional Innovation Scoreboard12 report aiming to provide an assessment of
regional R&D+I performance on the basis of 29 indicators assigns EU regions to five
categories, i.e.:
y high innovators
y medium-high innovators
y average innovators
y medium-low innovators
y low innovators.
The table on the next pages crosses regional data from two reports. This enables
regional players to plot their position in the European R&D+I system and think about the
types of policies to be deployed in order to strengthen or change their innovation ecosystem
and leverage their present starting situation to enhance or generate competitive
advantages.
Below this table, data is presented from the OECD18 ranking of regions according to
their R&D+I positioning, i.e.: (1) knowledge hubs, (2) industrial production areas, and (3)
regions not driven by science and technology activities.

18

Cf. OECD Reviews of Regional Innovation: Regions and Innovation Policy
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Comparison of the typology on performance patterns and Scoreboard typology
RIM1: Balanced innovating
regions
RIS
Low
Innovators

RIS
Mediumlow
innovators

gr3 Attiki
ite1 Toscana
ite2 Umbria

RIS
Average
innovators

c06
itc3
itd4
nl12
nl13
nl34

Jihovýchod
Liguria
Friuli-Venezia Giulia
Friesland
Drenthe
Zeeland

RIM2: Knowledgeabsorbing regions
cz04
hu22
hu31
hu32
itf6
itg2
pl11
pl31
pl32
pl33
pl34
pl41
pl42
pl43
pl52
pl61
pl62
ro11
ro12
ro31
ro41
ro42
sk02
sk03
sk04

Severozápad
Nyugat-Dumántú
Észak-Magyarország
Észak-Alföld
Cantabria
Sardegna
Lódzkie
Lubelskie
Podkarpackie
Swietokrzyskie
Podlaskie
Wielkopolskie
Zachodniopomorskie
Lubuskie
Opolskie
Kujawsko-Pomorskie
Warminsko-Mazurskie
Nord-Vest
Centru
Sud-Muntenia
Sud-Vest Oltenia
Vest
Západné Slovensko
Stredné Slovensko
Východné Slovensko

cz03
cz05
cz07
es53
hu21
ite3
itf3
itf4
itf5
itg1
pl22
pl51
pl63

Jihozápad
Severovýchod
Strední Morava
Illes Balears
Közép-Dunántúl
Marche
Campania
Puglia
Basilicata
Sicilia
Slaskie
Dolnoslaskie
Pomorskie

RIM3: Public knowledge
regions

RIM4: Knowledgeabsorbing innovation
regions

RIM5: Industrialised
innovating regions

ro22 Sud-Est

es43 Extremadura
hu33 Dél-Alföld

pl12 Mazowieckie
ro32 Bucuresti-Ilfov

gr12
pt11
pt15
pt16
pt18

cz08
es11
es12
es13
es23
es41
es42
es61
es62
es7
fr3
pl21

dee
hu1
ite4
sko1

cz02 Strední Crechy
itd2 Prov. Autonoma
Trento
pt17 Lisboa

Sachsen-Anhalt
Közép-Magyarország
Lazio
Bratislavský kraj

Kentriki Makedonia
Norte
Algarve
Centro
Alentejo

RIM6: High-tech business
innovation regions

RIM7: Business innovating
regions

Regions not used in RIM
typology

Moravskoslezsko
Galicia
Principado Asturias
Cantabria
La Rioja
Castilla y León
Castilla la Mancha
Andalucia
Región de Murcia
Canarias
Nord-Pas de Calais
Malopolskie

es24 Aragón
es52 Com. Valenciana
ie01 Border, Midlands and
Western
ukn Northern Ireland

Itd3

Veneto

de22 Niederbayern
de94 Weser-Ems
deb1 Koblenz
deb2 Trier
ee Estonia
fr2 Bassin Parisien
fr5 Ouest
fr8 Méditerranée
itc1+itc2 Piemonte + Valle
d’Aaosta
itf1+itf2 Abruzzo + Molise
si01 Vzhodna Slovenija
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RIS
Mediumhigh
innovators

be1
be2
be3
def
deg
nl11
nl21
nl22
nl23
nl31
nl32
nl33
nl42
se33
ukc
uke
ukk
ukl

Bruxelles-Capitale
Vlaams Gewest
Région Wallonne
Schleswig-Holstein
Thüringen
Groningen
Overijssel
Gelderland
Flevoland
Utrecht
Noord-Holland
Zuid-Holland
Limburg
Övre Norrland
North East
Yorkshire & Humber
South West
Wales

RIS
High
innovators

de6 Hamburg
ukj South East

Regions
not used
in RIS
typology

at11
at13
at22
at33
de9
deb
dk01
dk02
dk03
dk04
dk05
fr41

Burgenland
Wien
Steiermark
Tirol
Niedersachsen
Rheinland-Pfalz
Hovedstaden
Sjaelland
Syddanmark
Midtjylland
Nordjylland
Lorraine

cz01
de4
de5
de8

Praha
Brandenburg
Bremen
MecklenburgVorpommern
es3 Comunidad Madrid
fi13 Itä-Suomi
uki London
Ukm Scotland

es21
es22
es51
fr1
ie02
se21
se31
se32
ukd
ukf
ukg

Pais Vasco
Com. Foral Navarra
Cataluña
Ile de France
Southern & Eastern
Småland med öarna
Norra Mellansverige
Mellersta Norrland
North West
East Midlands
West Midlands

de3 Berlin

bg31
bg31
bg33
bg34
bg42
fi2
itf1
itf2

Source: Regional Innovation Monitor

Severozapaden
Severen tsentralen
Severoiztochen
Yugoiztochen
Yuzhen tsentralen
Åland
Abruzzo
Molise

bg41
ded
fr62
fr81
fr83

Yugozapaden
Sachsen
Midi-Pyrénées
Languedoc-Roussillon
Corse

itc4 Lombardia
itd5 Emilia-Romagna

fi18
fi19
fi1a
nl41
se11
se12
se22
se23
ukn

gr21
gr22
gr23
gr24
gr25
gr41
gr42
gr43
pt2
pt3

Ipeiros
Ionia Nisia
Dytiki Ellada
Sterea Ellada
Peloponnisos
Voreio Aigaio
Notio Aigaio
Kriti
Região Autónoma
dos Açores
Região Autónoma
da Madeira

dea
fr21
fr22
fr23
fr24
fr25
fr26
fr42
fr43
fr51
fr52
fr53
fr61
fr63
fr71
fr72
fr82

Nordrhein-Westfalen
Champagne-Ardenne
Picardie
Haute-Normandie
Centre
Basse-Normandie
Bourgogne
Alsace
Franche-Comté
Pays de la Loire
Bretagne
Poitou-Charente
Aquitaine
Limousin
Rhône-Alpes
Auvergne
Provence-Alpes-Côte
d’Azur
gr11 Anatoli Makedonia,
Thraki
gr13 Dytiki Makedonia
gr14 Thessalia

Etelä-Suomi
Länsi-Suomi
Pohjois-Suomi
Noord-Brabant
Stocknolm
Östra Mellansverige
Sydsverige
Västsverige
Eastern

de1 Baden-Württemberg
de2 Bayern
de7 Hessen

at1 Ostösterreich
at2Südösterreich
at3 Westösterreich
de23 Oberpfalz
de24 Oberfranken
de27 Schwaben
de72 Giessen
de73 Kassel
de92 Hannover
de93 Lüneburg
dea1 Düsseldorf
dea3 Münster
dea4 Detmold
dea5 Arnsberg
ded1 Chemnitz
ded2 Leipzig
fr4 Est
fr6 Sud-Ouest
fr7 Centre-Est
lu
Luxembourg
si02 Zahodna Slovenija
de11
de12
de13
de14
de21
de25
de26
de71
de91
dea2
deb3
ded2
dk

at12
at21
at31
at32
at34
itc1
itc2

Niederösterreich
Kärnten
Oberösterreich
Salzburg
Vorarlberg
Piemonte
Valle d’Aosta

Stuttgart
Karlsruhe
Freiburg
Tübingen
Oberbayern
Mittelfranken
Unterfranken
Darmstadt
Braunschweig
Köln
Rheinhessen-Pfalz
Dresden
Denmark
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Country

Knowledge Hubs

Industrial production zones

Non-science technology driven regions

Austria

Vienna

Belgium

Brussels Capital Region

Czech Republic

Prague

Denmark

Capital Region

Finland

Southern Finland, Western Finland, Northern Finland

Southern Denmark, Central Denmark, Zealand, North
Denmark
Eastern Finland

France

Ile-de-France, Midi-Pyrénées

Languedoc-Roussillon

Germany

Hungary
Italy

Netherlands

Burgenland, Lower Austria, Carinthia, Styria, Upper
Austria, Salzburg, Tyrol, Vorarlberg
Vlaanderen, Wallonie
Central Bohemia, Southwest, Northwest, Northeast,
Southeast, Central Moravia, Moravian Silesia

Haute-Normandie, Centre, Alsace, Franche-Comté,
Provence-Alpes-Côte d'Azur, Bretagne, Rhône Alpes,
Auvergne, Champagne-Ardenne, Picardie, BasseNormandie, Bourgogne, Pays de la Loire, PoitouCharentes, Aquitaine, Limousin, Lorraine, Nord-Pas-deCalais
Berlin, Bremen, Hamburg, Baden-Württemberg, Bayern, Lower Saxony, North Rhine-Westphalia, Saarland,
Hesse
Schleswig-Holstein, Rhineland-Palatinate, Saxony,
Thuringia
Central Hungary, Central Transdanubia, Western
Transdanubia
Liguria, Lazio, Piemonte, Lombardia, Veneto, FriuliVenezia Giulia, Emilia-Romagna, Toscana, Marche,
Provincia Trento, Umbria, Provincia Bolzano-Bozen
Southern Netherlands

Poland

Portugal

Mazovia, Lodzkie, Malopolskie, Lublin, Podkarpacia,
Swietokrzyskie, Podlasie, Greater Poland, Lubusz,
Opole, Kuyavian-Pomerania, Warmian-Masuria
Lisbon, Northern Region, Central Region, Alentejo

Spain

Madrid, Cataluña, Pais Vasco, Navarra

Sweden
United Kingdom

Source: OECD

Stockholm, South Sweden, West Sweden, East Middle
Sweden
London, Eastern, South East, South West

Stockholm, South Sweden, West Sweden, East Middle
Sweden
North East, North West (including Merseyside), East
Midlands, West Midlands, Yorkshire and Humberside,
Wales, Northern Ireland

Brandenburg, Mecklenburg-West Pomerania, SaxonyAnhalt
Southern Transdanubia, Northern Hungary, Northern
Great Plain, Southern Great Plain
Abruzzo, Molise, Campania, Apulia, Basilicata,
Calabria, Sicilia, Sardegna
Nothern Netherlands, Eastern Netherlands, Western
Netherlands
Silesia, West Pomerania, Lower Silesia

Aragon, La Rioja, Galicia, Asturias, Cantabria, Castilla
y Leon, Baleares, Castilla-La Mancha, Murcia,
Extremadura, Valencia, Andalucia, Canarias
Smaland and the Islands, North Middle Sweden, Middle
Norrland, Upper Norrland
Scotland
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These rankings may provide an opportunity to look at the closeness of performance
islands to desert islands. Analyses of regional GDP statistics are particularly interesting in
this context. How can differences between border regions within the EU15 – let alone within
individual countries – be explained?

Regions

GDP
(∑U = 100)
(2008)

Unemployment
as % (2010)

Participations
FP7 Cooperation
(April 2010)

Participations
Interreg IV,
Europe Innova, RoK,
ProInno (mid-2010)

Limburg (BE)
Limburg (NL)
Köln (DE)
Düsseldorf (DE)
Liège (BE)

96
118
116
132
86

5,3
5,1
7,1
7,7
11,5

16
81
640
195
70

na
5
na
na
na

Nord-Pas-de-Calais (FR)
Hainaut (BE)
West-Vlaanderen (BE)

87
76
108

13.1
13,9
33,0

51
51
46

4
na
na

Midi-Pyrénées (FR)
Aquitaine (FR)
Cataluña (ES)
País Vasco (ES)
Languedoc-Roussillon (FR)
Navarra (ES)
Aragón (ES)

96
96
121
138
84
131
113

8,3
8,5
17,8
10,5
14,4
11,8
14,8

186
71
600
387
42
57
36

8
7
44
28
2
14
5

Extremadura (ES)
Norte (PT)
Centro (PT)
Castilla y León (ES)
Galicia (ES)

73
62
64
100
89

23,0
12,6
7,7
15,8
15,4

4
146
106
52
60

6
6
11
5
9

Provence-Alpes-Côte d'Azur (FR)
Liguria (IT)
Vale d'Aosta (IT)
Rhône-Alpes (FR)
Piemonte (IT)

101
108
121
107
114

10,2
6,5
4,4
8,5
7,6

210
205
4
319
390

27
6
1
19
22

Niederbayern (DE)
Oberbayern (DE)
Oberösterreich (AT)
Tirol (AT)
Salzburg (AT)

115
162
123
129
142

3,9
3,6
3,7
2,8
2,9

14
1197
68
71
33

na
na
7
0
7

Alsace (FR)
Lorraine (FR)
Saarland (DE)
Freiburg (DE)
Karlsruhe (DE)
Rheinhessen-Pfalz (DE)

99
86
114
114
130
105

8,3
9,8
7,0
4,0
5,3
6,1

57
20
71
153
469
156

2
6
na
na
na
na

Friuli Venezia Giulia (IT)
Bolzano (IT)
Tirol (AT)
Kärnten (AT)
Bayern (DE)
Oberösterreich (AT)

117
137
129
104
135
123

5,7
2,7
2,8
3,9
4,5
3,7

77
20
71
42
1478
82

10
1
0
1
28
7

This realisation warrants further investigation of functional regions such as ELAT (Eindhoven
– Leuven – Aachen Triangle).It should also raise the issue of deeper interregional
cooperation.
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2.2 Mobilising regional assets
The process leading to a regional specialisation strategy obviously needs to take the path:
- a regional governance analysis,
- a stakeholder census,
- an inventory of resources,
- a SWOT analysis,
- GOPP,
- formulating the vision and strategy.
This inward potential harnessing process generally requires going through stages
including:
• assessing the assets and potential for emerging activities;
• defining the vision;
• identifying strategic objectives enabling vision delivery;
• assigning “ways and means” to reach these objectives;
• identifying changes needed to improve the regional ecosystem;
• identifying innovation areas to be stimulated in economic sectors and human capital;
• implementing a monitoring and evaluation system.
To help regions identify their starting point, i.e. their position prior to implementing a
smart specialisation strategy, the EU Commission has developed a self-evaluation tool addressing
the features of effective R&D+I system at both national and regional level. This tool was
published in the document entitled “EU 2020 Flagship Initiative: Innovation Union”19.
To monitor strategy implementation, it may be useful to present the contributions
expected from and tasks to be performed by, individual key stakeholder in the form of a diagram
– see for instance the diagram below.

S3 BLUEPRINT
Enterprises
International
opportunities

People

Networks

Universities
and
vocational
training
organisations

Investing in
a given
industry:
potential
inventions

Catalyst
organisations

Infrastructures

Money

Source: EURADA
19

Doc. COM(2010) 546 final du 6.10.2010

Know-how
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During the SWOT analysis, it would be useful to develop a dashboard of regional
business types that use public business support services, whether generally of for specific
sectors (see the table below). This dashboard was presented at various seminars whose
participants all recognised that while they did not have such a tool, most regional businesses
receiving public funding fit toward either the top or bottom of the table – i.e. to the
detriment of mature entrepreneurial growth companies which are nevertheless the drivers of
regional economic development.

THE ENTERPRISE PIPELINE ASSESSMENT MATRIX
N° of
enterprises

Nature of the public support

Life cycle
N°

Trends

Soft
business
support

Finance

Infrastructure

Skills

Social capital

Market
intelligence

Research &
innovation

Networking

Pre-venture
Existence /
Start-up
Early growth
Expansion
Maturing
International
relocation
Reengineering
process
Decline
Pre-failure /
Closure

Source: EURADA

As for the chart below, it seeks to measure regional dynamism when it comes to
developing and utilising knowledge. It also addresses the issue of the lapsing nature of the
regional knowledge stock – and possibly capacity. Worth underscoring in this respect is that
much like the car industry never emerged from among horse-drawn carriage manufacturers,
traditional industrial regions (e.g. Lorraine, Midlands, Ruhr, Wallonia, etc.) have not become
leaders in new materials no more than a bank developed online payment system Paypal!
Equally worth noting is that Toyota – whose quality system has been much studied
and praised – recently faced serious quality issues leading to thousands of cars being
recalled for checks.
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Knowledge Cycle in a Region
• Relevance of RDTI
• Outsourcing
• Offshoring
• Delocation

Depreciation

?

Existing

Anchoring

• People
• Traditions, know‐how
• Patents

Creation

• Partnership
• Knowledge transfer
• Talent attraction
• Knowledge take‐up by
enterprises

Exploitation

Source: EURADA

• Licensing
• Innovative products/services
• Start‐ups
• Clusters

• Research
• Experimentation
• Living labs
• Imitation
• Adaptation

Customisation

• Foresight
• Market intelligence
• Stakeholder interaction
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Chapter 3
3.1

Challenges for Local and Regional Authorities

The Current Contribution of Local and Regional Authorities

Local and regional authorities naturally contribute to regional development through their
grants and infrastructure investment.
Under the impetus of Community policies, regional authorities have been led to pay
increasing attention to intangible investment (R&D+I, human capital, etc.) and financial
engineering as economic development factors.
Experiments conducted as part of a variety of Community initiatives have shown the
importance of programmes enabling regions to strengthen their uniqueness and of using an
integrated approach – although in reality, many administrative constraints hinder effective
practical implementation of this kind of approach.
A number of regions (Vlaanderen [B], Niederösterreich [A], Scotland [UK], Navarra [E])
have already launched strategic processes to focus their efforts on a limited number of sector
priorities or their innovation ecosystem.
Focusing efforts or developing integrated strategies requires a detailed analysis of the
different parameters and levers available to public authorities when it comes to supporting
regional R&D+I and entrepreneurial activities.
Charted below are:
• the four dimensions of an R&D+I policy geared toward entrepreneurship: the nature of public
support, the R&D+I approach, implementation and delivery mechanisms;
• the financial and non-financial support service value chains.

The dimensions of support for R&D+I
1. Approach to R&D+I
Activities

Research

2. Nature of the support

Design & Prototyping
Research centres

Human Capital
IP protection

Infrastructure

Incubators &
networks

Start ups
Enterprises

New products/services

Financial support
Enterprise growth
Non‐financial support

New business models

Training

Public procurement
Market
Market replication
Tourism
Sectors

ICT & e‐business
Enabling technologies
Manufacturing

Source: EURADA

Science parks

Knowledge
(people/talent)

Skills
Technology transfer
Mentoring/coaching
Consultancy
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3. Delivery mechanism

Direct
•
•
•
•
•
•
•
•
•
•

Grants
Loans
Reimbursable advance
Equity
Coaching
Technology transfer
Proof of concept
Internationalisation
Market replication
Audits

Indirect
• Cluster
• Infrastructures
9 Incubator
9 Science parks
9 Research centre
9 Technologly centre
9 Demonstration centre

• Pre‐commercial procurement

NB: vouchers, tax holidays & open innovation
Source: EURADA

4. Implementing mechanism
PURCHASE
¼
¼
¼
¼

Call to purchase a product/service/equipment
Procurement for innovation (outcome based challenge)
Pre‐commercial procurement
Negotiated public procurement

DIRECT FUNDING
¼
¼
¼
¼

Call to provide grants: 100%, 50%, 25%
Repayable advance
Vouchers
Proof of concept

TAX HOLIDAYS
¼
¼
¼
¼
¼

For R&D+I
For training
For investment including FDI
In free‐zones
For private investors

IN‐HOUSE SERVICE

DEVELOPERS
¼ Build and rent (estate such as incubators, industry park,
science park, …)
¼ Build and charge (utilities, networks,…)
¼ Package of support to attract an investor (free zone, roads to a
plant,…)

¼ Recruit people to provide a service
OUTSOURCING
IN KIND SUPPORT
¼ Competition/reward
¼ Soft landing offices
INDIRECT SUPPORT
¼
¼
¼
¼

Vitrine technologique
Living labs to showcase innovative products/services
Cofinance investment in human capital
Use of infrastructure as demo/labs for the testing of new
products/services

¼ Create a fund (guarantee, seed, VC, micro‐credit, loans,
mezzanine, business angels side car fund…)
¼ Create an intermediary organisation to provide services (RDA,
RIA, FDIA, Technology centre, institute)
¼ Support a structure to chanel support (pôle de compétititivité,
cluster, BAN …)
¼ Public‐private partnership
¼ Concession

Source: EURADA
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Regional financial and equity value chain
Grants

OFFER

‐ Loans on trust
‐ Loans
‐ Micro‐credits
‐ Reimbursable advance

Funding

Entrepreneur’s
own resources
and
re‐investment
capacities

Equity

‐ Proof of concept
‐ Guarantees
‐ Crowd funding
‐ Technology transfer

‐ Leasing
‐ Factoring
‐ Export credits

‐FFF

‐ Pre‐seed

‐ Business Angels
‐ Mezzanine

‐ Corporate venturing
‐Venture capital

‐ Incubators
‐ Clusters

Benefit in kind

‐ University
Spin‐off
‐ Seed capital
‐ IPO

‐ Coworking space
‐ Enterprise hotels

DEMAND
‐ Investment readiness
‐ Prize/sponsorship

‐ Proof of concept
‐ Technology transfer fund

‐ Risk Sharing Facilities

PRE‐REQUISITES
Risk taking
investors:
Private,
public

Infrastructure:
business angels,
networks,
incubators, etc.

Intermediaries:
advice, investment
readiness, tutorship,
rating, assessment

Taxation holidays:
Business Angels,
research activities,
etc

REGIONAL NON‐FINANCIAL VALUE CHAIN

OFFER

Infrastructure

Entrepreneurs
own skills and
resources

Human capital:
Professional fund
managers,
state aid experts

Incubator, industrial estates, science parks,
soft landing offices

Advise & audit

Business plan, innovation capacity, export readiness, IP
protection & valorization, self assessment, regional
intelligence, benchmarking, info days

Matchmaking,
networking &
clusters

Fairs, university/enterprise club, investment readiness,
living labs, open innovation, meet the buyers &
intercluster events

Knowledge & skills

Training, skills observatory, talent attraction, PhD
outplacement, coaching, technology transfer

Product improvement
and PPP

Prototyping, quality management, design, e‐business,
productivity improvement through ICT, R&D+I

DEMAND
Pre‐commercial procurement

Market replication

Technology demonstration center

PRE‐REQUISITES
Human capital:
Public & private
qualified advisors

Source: EURADA

Intermediaries:
No wrong door network

Infrastructures:
tangible & intangibles

Delivery schemes:
Vouchers
Grants
Equity
Non‐financial support
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These value chains will need to be put into perspective with regional strategy
priorities. A perfect illustration of this is provided by the charts below20 presenting the
MODERNA Strategy delivered in the region of Navarra (E) since 2009 and the activities of
the eco-construction cluster in Niederösterreich (A). These examples show that regions
(such as Navarra) considered to be trailing by the ERDF can claim to specialise in promising
quality-of-life sectors while developed regions (e.g. Niederösterreich) can develop new
competences in traditional sectors (construction).

Source: Region Navarra (E)

20

Cf. Presentation of the Navarra RDA in the S³ seminar organised by EURADA on 10/11.3.2011
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Green building cluster activities
(Lower Austria cluster)
Link stakeholders business & science & policy makers
Influence framework conditions (building legislation, subsidies)
Enhancement of professional skills (e.g. > 300 certified experts)
«Innovation through collaboration»: joint product development/bidding consortia
Initiation of sector solutions, e.g. «zero energy supermarkets»
Research: competence centre «future building»
Source: ecoplus (A)
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3.2 Rallying regional stakeholders
Harnessing the regional human, intellectual, entrepreneurial, social, physical and
financial capital requires inclusive governance, i.e. governance that rallies all key regional
stakeholders. Therefore, the triple helix concept – the usual reference in this field – needs
expanding to define a science and technology strategy.

Governance for S3

•Regional Development Agency
• Regional Innovation Agency
• City
• Region
• Regional Energy/Environment Agency
• Public investment funds
• Industrial parks
• Incubators
• Regional Employment Agency
Public
authorities and
their agencies
• Associations
• Qualified people
• Trade unions
• Political parties
• Regional banks
• Centres for public welfare

Civil society

Investors

Enterprises

Actors of knowledge
• Schools
• Universities
• Research centres
• Technology centres
• Technology parks
• TTOs & IPR centres
• Knowledge transfer
• Centre for professional education
• Observatory of professional
qualifications
• Proof of concept advisors
• Consultants
• Living labs
• Cluster managers

International experts

• Peer reviewer
• Prospective
• Benchmark
• Regional offices abroad
• Expats
• FDI consultants

• Banks
• Business Angels
• Venture capitalists
• Seed fund
• Serial entrepreneurs
• Crowd funding
• Micro‐credit
• Spin‐off fund
• Corporate venturing
• Guarantees
• Export credit
• Investment readiness consultants
• Real estate developers
• Start‐ups
• Multinationals
• Entrepreneurial growth companies (gazelles)
• Newly‐developed companies
• Spin‐outs and spin‐offs of large businesses,
research centres and universities
• Locally‐rooted companies (micro‐businesses
and craft companies)
• Innovative businesses and companies
leveraging RTD outcomes
• Companies in the process of being transferred
• Subcontractors
• Companies at risk of bankruptcy or engaged in
a restructuring process
• Phoenix enterprises
• Social enterprises
• Enterprises engaged in a relocation and/or
outsourcing process

Source: EURADA

Indeed, as mentioned above, innovation not only rests on technology but also covers a
growing number of activities including services, design, business models, systems, lifestyle,
addressing society challenges, etc.
Regions will need to implement systems that are tuned to the three different types of
innovation:
• innovation resulting from technological research,
• innovation resulting from the development of a solution to a business or market issue
(improvement to an existing product/service or reaction to client demand),
• innovation in response to a society challenge.
In the first case, the requirement is to inject funds to promote knowledge
development and utilisation; in the second, it is combining support for business innovation
management systems with investment subsidies; finally, in the third case, it is defining
expected outcomes and identifying suitable partnerships, i.e. ones that can contribute one
or more solutions to identified issues.
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In that context, it is useful to balance regional stakeholder expectations with emerging
extra-regional trends. In the global economy, comparing strategic expectations and choices
within a closed framework is no longer imaginable. Equally, regional development cannot be
limited to considering aspects of the free market economy anymore: it also needs to include
schemes to promote consideration of the major society challenges identified in the EU 2020
Strategy.
There is a need to strike a balance between needs arising from global competition and
regional expectations when it comes to the social responsibility of all stakeholders of all
smart specialisation strategies.
The process implemented by the Navarra region to define the contents of its
MODERNA strategy is a good example of governance. This process is described below.

How was MODERNA created?
Citizen par ticipation and Institutional consensus
wer e key to the preparation and de velopment of
MODERNA

Mo re than 50 00 pe ople have he lped cre ate MODERNA
-More than 100 000 visitors to the website
-33 interviews in the USA and EU t o discover more about
other models (4 regions and 1 country)

Source: Region Navarra (E)

In the future, the stakeholders of big cities will have to play an essential role in
regional governance. Indeed, cities are becoming more and more a drive of growth,
innovation and social inclusion thanks to their budget power and their demographic
importance.
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3.3 Specialisation and differentiation
In Europe, there are roughly 2 200 clusters, 400 regional development agencies,
500 incubators, 2 000 chambers of commerce, 850 universities and 200 technological parks.
The key challenge for a regional smart specialisation strategy will consist in getting these
operators to all provide specific competitive advantages instead of “copy-pasting” what is
done elsewhere.
These days, most regions believe they have development potential in only a limited
number of sectors: ICT, biotechnology, nanotechnology, aerospace and alternative energy
sources. However, most of them can only generate genuine edge if they develop niche
policies based either on unique niches or on mainstreaming new technology into traditional
industries. The contribution of generic technology to specialisation strategies deserves
specific attention and warrants developing highly specialised economic forecasting and
intelligence tools. This is also valid for solving grand societal challenges.
We believe that ageing is an opportunity for new products and services (see Graph
below) that has not been sufficiently tapped yet by regional stakeholders.
Market opportunities for a regional ageing response strategy (“Elderly Cluster”)

Food
 Functional foods
 Customisation
 Restaurants

Wellness
 Medical tourism
 E-technique tailoring
 Autonomy
 Robotics

Transport & Mobility
 Automotive industry
 Adapted public
transportation

Source: EURADA

Health
 Medical tourism
 Rehabilitation
 Hygiene & beauty
 Telemedicine
 Intelligent textile

Catalysts
 ICT
 Design & ergonomics
 Living labs
 Marketing
 Proof of concept
 Information one-stop
shops
 Public procurement
Shopping
 Home delivery of
groceries
 Mobile stores

Human services
 Teleassistance
 Security
 Geolocation
 Fall detectors

Housing & Equipment
 Home automation
 Home customisation

Leisure
 Senior universities
(including using ICT)
 Senior tourism
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With regard to the industrial sector, it is important to factor in mid-term trends in a
few generic key technologies including robotics, biotechnology, new materials, artificial
intelligence, aerospace, energy and ICT.
Michell Zappa attempted to forecast developments in these technologies. The resulting
graph is presented below (for more detailed or easier consultation, visit
www.michellzappa.com).
Correlating existing regional assets with identified trends may help regions either
strengthen niche investment or identify emerging specialisation areas deserving support.
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Regional authorities that cannot conduct detailed regional forecasting and intelligence
exercises may develop a quick stress test to ascertain the sturdiness of their social and
economic fabric in the face of global competition. One interpreting model is at their disposal
to do so. It rests on the nature of regional exposure to global competitiveness factors (see
graph below).

Regional exposure to world competition
Five groups of industries with specific competitive issues
Competing through
innovation

X
Y
Z
[
\
Competing through
costs

INNOVATION
LEADERS

y Cutting‐edge technology industries
y R&D: long cycles and heavy budgets
y Competing through product innovation and intellectual property

BRANDED
INDUSTRIES

y Industries in which the brand is key and supported by innovation in product
aesthetics and design
y Proximity to key markets in order to understand and set trends

CONTINENTAL
INDUSTRIES

y Industries in which production must be close to market (due to prohibitive
transport costs or high degree of logistical complication)
y Competing mostly on cost (innovation may exist for production technology)

UNSTABLE
INDUSTRIES

y Industries facing both quality and price competition in product innovation
y Variable – but declining – need for close markets (R&D and product) among
industries

HIGHLY‐EXPOSED
INDUSTRIES

y Industries in which competition is mostly price‐driven
y Structural disadvantages of France Competing
y Closeness to market is no longer a must, at least when it comes through costs to
production
Source: McKinsey
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3.4 Business Retention Schemes
Regional authorities should develop schemes to regularly consult with strategic
regional businesses. In doing so, they should apply the business principle of key accounts.
The mix of businesses considered to be of strategic importance should include
entrepreneurial growth companies as well as large companies.
Business retention schemes should seek to ascertain whether support services of all
kinds are still attuned to business needs. Having foreign direct investors (FDIs) as partners
of such schemes enables them to verify the continued relevance of the regional competitive
advantages offered to foreign direct investors at the time of their initial investment.
Business retention schemes may also provide the basis for “Support the Winners”
rather than “Picking the Winners” schemes. Indeed, as part of implementing S³, public
authorities should ensure that supported businesses have the capacity and experience
needed to deliver those parts of the strategy for which support was originally designed. In
the case of newly-established businesses, suitable advice and training should be provided.
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Chapter 4

Challenges for Universities

4.1 Universities' current contribution to regional development21
In addition to their role in training and educating students, universities are in theory
able to make a major contribution to regional development through their actions relating to:
¼ Entrepreneurship, via activities such as:
9 Promoting entrepreneurship;
9 Developing new businesses (spin offs);
9 Collaborative R&D+I projects;
9 Offering high added-value services;
¼ Leveraging knowledge from:
9 Marketing project outcomes;
9 Technology transfers;
9 Small business consulting;
9 Placing talented people in SMEs;
¼ Managing local infrastructure including:
9 Preincubators;
9 Incubators;
9 Science/Technology parks;
9 Laboratories shared with regional players;
¼ Stimulating R&D+I activities
¼ Economic coordination by means of active participation in structures such as:
9 Clusters;
9 University/SME interfaces;
9 Seed capital funds;
¼ Development of public-private partnerships
¼ Attracting and retaining talent;
To maximise the academic contribution, there is undoubtedly a need to set up a
platform where stakeholders can discuss. Such a platform would need to operate like a
matchmaker or broker.
In addition to the interventions described above, which are of an endogenous nature,
there is a need to consider the role of regional universities in terms of:
• Promoting internationalisation by transferring the regional know-how to operators in
other regions and countries;
• Supporting areas that do not have a university, notably by conducting research
activities on their behalf.

21

Cf. report worked out by the Round Table of Practitioners in Economic Development entitled "The Quest for
Regional Excellence: RDA-Regions-Enterprises/University relations
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Finally, also worth mentioning is that regional development has become the subject of
university research efforts. It is therefore useful to try to ascertain whether the outcomes of
this work are relevant for practitioners in regional development.
The diversity of academic interventions in regional development and their intensity in
added value terms have both been presented in graphic terms by Prof. John Goddard22 of
Newcastle University (see below). His graph is completed by representations of the three
roles universities are expected to play these days. Both graphs may assist regional
authorities in analysing in detail the strengths and weaknesses of the contribution of
regional universities. Regional authorities in regions without universities will need to sign
innovative cooperation agreements with universities in other regions so as to offer a basic
range of quality services.

Mechanisms for universities to participate in
the innovation/smart specialisation process
high

Helping businesses
Physical regeneration
articulate demand
and capital projects
International links
and investment

Complexity
of the
activity

Stimulating
innovation
Human capital
development

Workforce
development

Talent
retention

Talent attraction
Technology
transfer

low

Consultancy
services

Academic
research

transactional
Teaching &
learning

Research &
innovation

Student volunteering &
community work
Graduate
enterprises

Museums &
galleries

Teaching
Public lectures

Intervention
type

transformational

Social mission &
engagement

Source: Prof. John Goddard

22

Cf. "The Role of Universities in Regional Innovation" & EU-Drivers thematic paper "Using the Economic Crisis
as an Opportunity for Engaging Universities in Regional Development"
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4.1.1 Entrepreneurship
¼ Promoting Entrepreneurship
This can be achieved in two different yet complementary ways, i.e.:
• Integrating business development and management courses in the curriculum of different
categories of colleges and universities including science and technology departments;
• Providing entrepreneurship training.
Notable examples of action taken by universities include:
9 Business plan competitions;
9 Targeted training schemes;
9 Specific seminars;
9 Multidisciplinary workshops aimed at solving real problems of local enterprises;
9 Enterprise creation experiences during school holidays.
Promoting this activity by universities requires consideration of different target audiences
both within and outside universities themselves as well as of the types of companies in need
of support (high-tech businesses, traditional companies with a potential for innovation, etc.).
If most of experts believe that "entrepreneurs were born entrepreneurs", there is a need
to teach entrepreneurs how to become good managers and so to provide them with sound
bases so that their enterprises are able to grow and develop.
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¼ Business Development
Some universities provide direct specialist support to students and teachers who are in
the process of setting up their own businesses. Such assistance may take one or more of
the following forms:
9 Financial support: loans, equity investment;
9 Technical assistance: advice, tutoring, provision of infrastructure, etc.
9 Support to or valorisation of intellectual property right;
9 Incubation;
9 Validation of entrepreneurial project (proof of concept, spin-off support fund).
To this end, certain universities manage seed capital funds of varying size or grant
repayable advances to students/researchers with a business project.
¼ Supporting Regional SME to Growth
Universities are able to support the growth of existing regional businesses, mainly from
activities including:
9 Consulting or contractual R&D activities;
9 Provision of qualified staff for know-how and technology transfer (teachers,
researchers or students);
9 Access to laboratories;
9 Popularisation of knowledge, both in technology and management.
Regional intermediary bodies have an important role to play in order to maximize the use
of university expertise by SMEs. They can indeed:
a) translate the SME needs into the language understood by academics and researchers
and write typical cooperation contracts,
b) undertake a segmentation of the regional SME fabric vis-à-vis their potential interest in
partnering with universities; this segmentation might be the following : high tech
SMEs, potential innovative SMEs, classic SMEs or enterprises with or without founders
having studied in high schools. An appropriate approach should be designed for each
segment.
c) Stimulate the clustering of SMEs requiring assistance from universities or research
centres. Groups of SMEs are more comfortable to partner with universities than an
SME alone.
4.1.2 Knowledge Exploitation
¼ Commercialisation of Research Project Results
In
9
9
9

theory, there are different ways of commercialising research project results:
Licensing new technology patents;
Transferring technology;
Developing businesses.

¼ Technology and Know-How Transfer
Transferring technology is a complex process relying on factors that are both internal and
external to universities. Knowledge transfers from universities to enterprises can more easily
be achieved through staff placement or by a better access to experts.

43.

According to D. Palmintera23, internal factors mainly include leadership, incentives and
recognition, the history and quality of relations between businesses and universities as well
as the existence of an entrepreneurial culture. As for external factors, they notably relate to
the presence of business angels and seed capital funds, the availability of incubators and
laboratories, consultancies and managers and the dynamism of networks.
Universities often face the following dilemmas:
• Using university resources for commercial purposes;
• The conflict between their duty to publish and publicise research outcomes and
commercial businesses’ requirement for confidentiality.
Some universities have nevertheless managed to strike the right balance between
academic excellence and the pursuit of commercial objectives with the outcomes of research
projects.
¼ Fostering student creativity
University training systems need to embrace the reinforcement of student’s creative
potential so as to improve their employability with innovative businesses. This is
undoubtedly preferable to the option of specialising educational systems according to
individual sector strategies.
4.1.3 Managing Local Infrastructure
Quality local infrastructures are of course essential to develop a regional economy
based on knowledge and technology. Some regions have used ERDF funds to build
incubators and science parks which have helped the transformation of their industrial
fabrics. The Structural Funds have been used to build sectorial research centres in areas
such as biotechnologies, aerospace industry or ICTs by combining investment in buildings,
equipments shared between universities and enterprises, and human capital. These centres
have now access to the research framework programme of the European Union.
¼ Pre-Incubation
Universities can play a decisive role in the pre-incubation process in that they have both
the infrastructure capacity and the human resources entrepreneurs need to deliver
technological development and to obtain business development advisory services.
¼ Incubators
Universities can manage incubators. The latter play a driving role in spinning off start-ups
from university knowledge. In order to maximise the regional impact of university
incubators, the implementation of complementary services with the other regional actors
should be favoured.

23

Accelerating Economic Development through University Technology Transfer in Economic Development
America – Winter 2005
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¼ Technological Parks
The presence of a university near technological parks is a precondition of their
effectiveness and efficiency. As in the case of incubators, the quality of partnerships
between universities and the regional fabric is a guarantee of success.
¼ Joint Laboratories with Local Players
Equipment costs are becoming more and more expensive and so are no longer affordable
by lots of SMEs. Therefore, new partnerships have to be developed in order to help local
enterprises access top quality equipment. In some regions the public authorities are
investing in modern expensive equipment and put them at the disposal of SMEs and
universities in a time sharing system. Some large industrial groups do sometimes the same.
¼ Collaborative Centre for Technology Convergence
Technology development requires more and more interdisciplinary approaches.
Universities and other regional actors can cooperate to build collaborative centres to foster
technology convergence.
4.1.4 Stimulation of R&D+I activities
Numerous universities are implementing joint research programmes with enterprises.
These are often projects led by big enterprises. Financial incentives should be put in place
so that universities can help regional SMEs solve their concrete problems.
4.1.5 Driving the regional economy
Regional public authorities should more and more involve universities in foresight
scenarios to build their future. Indeed, emerging knowledge requires new policies. Involving
universities in those scenarios will help them subscribe to the long-term vision of the
regional development.
¼ Clusters
Universities should be regarded as key partners of any initiative to set up or drive
clusters.
The most famous clusters include a university that understood the mutual benefits of
membership of the regional actors' network established.
¼ The University/Business Interface
As previously indicated, the presence of a dedicated university unit dealing with relations
between academia and businesses is vital to the former’s contribution to regional economic
development.
To be efficient, such interface needs dedicated quality staff who must understand the
enterprises' and entrepreneurs' needs and concerns. The people employed in such interface
must be able to detect innovations which can be put rapidly to the market. Such expertise is
often scarce in most EU universities when comparing the situation with the one in the USA.
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¼ University Seed Capital Funds
As in the case of other local tools, universities should be able to rely on regional public
authorities and RDAs in order to contribute to the initial capital of their seed capital funds.
4.1.6 Setting Up Public-Private Partnerships
Universities may have an important role to play as catalysts of public-private
partnerships aimed at consolidating the presence of large companies in their region.
4.1.7 Talent Attraction
RDAs and regional authorities should promote the University to foreign talent or to natives
who have been migrating in other excellence centres, as they do to FDI. In order to do so,
they should work together in assessing the advantages that the University can offer to
exogenous talents and businesses. They also could help local University to organise and
participate in events of the "World MBA Tour" type.
Universities should work with RDAs to establish good relations with the best talented foreign
students so that they bring their knowledge in case they remain in the region or they
become "regional ambassadors" in case they return in their countries. In order to achieve
that goal, RDAs should create good hosting conditions and provide working experiences in
local enterprises for such foreign talents.
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4.2 Mobilising universities' assets
So far, public authorities have favoured the so-called “technology push” approach,
which is rooted in the belief that by pumping financial resources into research, innovation—
leading to growth—is bound to happen. This being said, Europe seems to be trailing other
(group of) countries when it comes to turning research outcomes into products and services
that are endorsed by the market. Today this model is increasingly being challenged and
replaced by a “demand pull”. Now, this novel approach requires both reinforcing managerial
skills relating to innovation in products, services, processes and business models and
mobilising seed capital including business angels (informal venture capital). That approach
enables problems and client needs to be solved (open innovation, demand-driven
innovation). University capacities are essential to put such a strategy in place and should
more often be challenged to provide solutions to issues facing local businesses (see the
right-hand side of the graph below). Universities should also be called upon to popularise
new knowledge in the field of smart specialisation.
It goes without saying that universities and research centres need to be involved in
the process leading to the development and implementation of any smart specialisation
strategy.
On account of their variegated contribution to regional development as described
above, universities should be encouraged to – or failing such encouragement, take the
initiative to – showcase their know-how and expectations in the form of an S³ Blueprint (see
section 2.2 above).
Universities should also be able to better leverage the opportunities offered by the
ERDF in terms of support for research, innovation and entrepreneurship activities. This type
of investment will prove more than useful in delivering a regional S³.
For example, actions including those presented below24 were recently funded by the
ERDF.
Æ Building / upgrading infrastructures and equipments
Æ R&I projects for turning knowledge into new products, processes and services (e.g.
incubators)
Æ Participation to networks and clusters
Æ Services provided to HEIs25: advice IPR (patenting)
Æ Services provided by HEIs: training, consultancy
Æ Incoming and outgoing mobility fellowship schemes, inside/outside the region
Æ Placement of HEIs graduates in businesses
Æ HEIs managers: e.g. incubators, clusters, networks
Æ Specific team in HEI: R&I projects, training, advice
Æ Individual researcher/student: R&I project, placement and mobility schemes
Æ Advisory service providing assistance to HEIs
Æ SMEs receiving vouchers and subcontracting to HEIs.
24
25

Source: Pierre Godin, DG Regio
HEI = Higher Education Institutions
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A partnership should be developed between regional authorities in charge of S³ and
universities for the purpose of lobbying ERDF management authorities to fully convince
them of the role of universities in regional development.
There would obviously be a need to avoid excessive specialisation of universities.
Rather, the challenge would be to both provide students with training that meets corporate
requirements and ensure that knowledge can indeed be utilised by businesses.
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Chapter 5

The Challenge for Business

5.1 Business Establishment Decisions
Regardless of size, businesses set up or locate where they find answers to their needs
in terms of creativity, finance and markets.
In the case of start-ups, the motive is often an ecosystem that supports
entrepreneurship. Mobile businesses increasingly reason in terms of a value chain that can
be posited as including five links, i.e.:
¼ R&D+I (research, innovation, demonstrators, development, standardisation, etc.);
¼ production (manufacturing, outsourcing, assembly);
¼ distribution (logistics, marketing, CSR, etc.);
¼ support services (ICT, finance, human resources, etc.);
¼ HQs.
To be attractive, regions need to be able to offer unique competitive advantages in
areas including:
• infrastructure, including corporate real estate;
• industrial services;
• human assets;
• financial capital;
• social capital (clusters, university-enterprise relations, living labs);
• infrastructure;
• administrative engineering (PPPs, innovative public procurement, technology
showcases, taxation, operating licenses, etc.);
• a range of intangible factors.
This is summarised in the chart below.
Enterprise value chain
Production
Manufacturing
Outsourcing
Integration

R&D
|

Markets

|
Innovation
Demonstrators
Development
Standardisation

Human assets
Administrative engineering
Industrial services
Finance
Social capital
Intangible factors
Source: EURADA

|
Logistics
Marketing
Customer relations
Distribution

Regional provision

Decision and
support
services
|
HQ
Telecom
Training
Real estate
Call centres
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At present, a number of preconceived ideas about business establishment decisions
need to be reviewed and an S³ may provide an opportunity to redefine both local business
and regional positioning when it comes respectively to strategic regional choices and
attractiveness:
¼ the world is not always flat;
¼ services can be relocated;
¼ R&D+I cannot always be located too far from manufacturing industries (EU-EU or
abroad-abroad)
¼ R&D+I activities are geographically more concentrated that manufacturing activities.
Consequently, regions need to be effective in relation to every link of the value chain
and pay attention to the sandwich theory applied to competitiveness (which is also
applicable to businesses). This theory shows that general operators lose their competitive
advantage to players who operate on either the “excellence or dream” or conversely the
“low cost” market niches. The two graphs below illustrate the ideas presented in this theory
respectively in the case of businesses and regions. In addition, public decision makers need
to become aware of the difference between globalisation as applied to products (uniform
demand on different markets) or sectors.

Enterprise Competitiveness"Sandwich" Theory

Niche

iApple

BMW Dyson Nespresso

Mass
Acer
Nokia
General Motors
Dell

Low Cost
Source: EURADA

Dacia

Easy Jet

Ryanair ZTE
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Regional Competitiveness"Sandwich" Theory

Niche

Toulouse, Cambridge, London, Milano…

Knowledge developers

Mass
Nord‐Pas‐de‐Calais
Midlands
Wallonia

Low Cost
Knowledge absorbers

Cantabria, Madera, Andalusia, …
Source: EURADA

In addition to the traditional way of segmenting businesses according to their function,
another segmentation is discernible according to five business location scenarios based this
time on business experience with location decisions, i.e.:
¼ businesses set up, stay and invest to secure growth (“stay and grow”);
¼ businesses leave a region (“go”) or change their presence (“outsource”);
¼ businesses set up (“come”);
¼ businesses come back (“relocation”);
¼ foreign investors take over existing activities or re-start traditional activities discarded
by local businesses (M&A or rescue FDI).
What is the product mix or reception policy that regions need to deploy? How can
businesses belonging to the different scenarios above be shown that the region can
leverage:
- their direct costs;
- client proximity and the competences needed for the corresponding value-chain link;
- non/hidden costs (demand-side reactivity, political/social responsibility, quality of life,
standardisation, IP protection, obstacles at entry or exit, etc.)?
Finally, to differentiate supply for businesses in a global world, public authorities need
to develop regional intelligence, notably taking account of advantages and disadvantages in
areas including:
- geolocation: maritime v. continental and urban v. rural areas;
- human capital: creative talent (quality, design, marketing, etc.) v. knowledge absorbers;
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- nature of sector activities: strategic regional sectors v. competence niches (e.g. software
development for the finance industry in Scotland) v. key generic technology applications
(nano, bio, etc.);
- continental competitive advantages: Europe and North America – ageing population,
replacement markets and high input costs –; Asia and South America – fast-growing
consumption –; Africa: fast-growing populations and raw materials –; Gulf countries:
finance, etc.
In this context, internationalisation is a crucial component of a S³. Indeed,
internationalisation is about market and technology intelligence aiming at assessing if the
smart specialisation strategy is able to resist to global competition or to take advantage of
global competition opportunities (often niche markets).
In some cases bold regional outsourcing or offshoring support policies should be
deployed in order to help SMEs acquire components – including knowledge – at affordable
prices, thereby enabling them to remain competitive and hence ensure their long term
survival.
A detailed segmentation of regional business needs reveals the advantages they could
derive from an internationalisation strategy. The table below illustrates this concept.
Matrix of business functions and international services

Business
functions

International
services

Research

Joint research
Access to equipment
Establishment (FDI)

Innovation

Joint development
Proof of technological concept
Proof of economic concept
Licensing and transfer of intellectual property

Production

Outsourcing
Offshoring
Subcontracting
Establishment (FDI)

Marketing

Market testing

Distribution

Economic intelligence

Finance

IPO
Mergers and Acquisitions

Source: EURADA
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5.2 The Paradox of Public Intervention in R&D+I
Several EU commissioned studies and surveys have shown that it is hard for
businesses to fully leverage public R&D+I support schemes.
Evidence of this is provided by the following realisation: while two thirds of respondent
companies admitted using innovation support services, less than a third considered them to
be satisfactory26. This means that closer ties need to emerge between the two partners so
as to provide support schemes that are more in tune with actual business needs. In this
context however, there will be a need to distinguish between the trivial, expressed and
actual needs of SMEs. Taking the example of the need to export in a globalised economy
(trivial need), provision of a grant to attend a trade fair (expressed need) will often be
comparatively less effective where companies have neglected to build the necessary
capacity in terms of language skills, finance (credit-export-insurance), logistics, knowledge
of administrative constraints … (real need).
•
•
•
•
•

Actually, the most striking needs of businesses include:
accessing venture capital;
closing a first sales contract;
leveraging the innovation potential;
hiring skilled staff;
utilising or absorbing knowledge.

Too often still, public authorities believe that innovation is linked to research and
therefore privilege RTD programmes. And yet, according to a Swiss survey, businesses
report that when it comes to innovation, the outcomes of R&D activities only account for a
small share of their sources of information and inspiration. This is illustrated in the graph
below.

26

Making Public Support for Innovation in the EU more Effective. Lessons learnt from a public consultation.
Commission Staff Working Document
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According to PricewaterhouseCoopers27, the innovation process needs to be driven by
business leaders and top managers so as to promote a culture that is new-idea friendly.
Bearing this in mind, the innovation process can generally be articulated in four stages:
Æ discovery: identifying and listing issues;
Æ incubation: testing good ideas;
Æ acceleration: checking the commercial feasibility of new products/services based on the
ideas;
Æ implementation: mainstreaming innovation within the business.
Delivery of these stages depends both on the ability of managers to stimulate and
organise the business innovation process and the market’s perceived ability to absorb
innovation. Public innovation management support schemes are a response to this type of
real SME need.
This realisation evokes the need for public authorities to implement schemes
encouraging detection of “dormant innovators” both within SMEs and in regional technical
and technological bodies. This requires canvassing target groups according to criteria
including the typology of business product/service provision (tech, non-tech), sizes (micro,
small, mid-sized, large), innovation nature (technological, design, marketing, etc.) and effort
requirements (innovation management, investment, market intelligence, collaboration, etc.).
The results of this analysis will enable support systems to be deployed that are tailored to
the requirements of potential beneficiaries.
It is worth recalling that in Europe, businesses invest less into R&D+I than their US
and Japanese counterparts. This explains to a large extent why the EU objective of investing
at least 3% of its GDP in R&D has not been met.

27

"Demystifying Innovation: Take down barriers to new Growth" Cf. Agefi Luxembourg, Juillet/Août 2011
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Furthermore, it is remarkable that the graphic representation (see below) of the triple
helix concept in the US emphasises the role of the private sector (start-ups, VC, private
universities), whereas its European representation tends to insist on the role of the public
sector. In future efforts, European regions definitely need to involve SMEs and investors to a
greater extent.

TRIPLE TO PENTA HELIX MODEL
« Silicon Valley‐an » model
UNIVERSITIES & RESEARCH CENTRES
Public & private
Talent attractiveness

START‐UP & SPIN‐OFF
Source: EURADA

EQUITY FUNDING
B.A. & V.C.

European model
UNIVERSITIES & RESEARCH CENTRES
Public

LARGE ENTERPRISE

PUBLIC GRANTS
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5.3 The Business Contribution
Evidently, without business involvement, the smart specialisation process is
meaningless. This being said, every strategy that has failed to factor in this dimension has
been doomed (empty business parks, tech parks redeveloped as property development
operations, clusters surviving through opportunism rather than the delivery of added-value
projects, regional venture capital funds paralysed by a lack of exit strategies, etc.).
Businesses will play a strategic role provided that they harness both their R&D+I
capital and their ability to market new products and services that are in line with public
priorities. Large enterprises need to be associated to these priorities as they play an
important driving role due to their and their R&D centre’s presence, their interconnection
with other stakeholders (universities, research centres, subcontractor SMEs, etc.) and their
impact on talent mobility.
Some multinationals will further boost the implementation process of any smart
specialisation strategy through mechanisms including their technology campus (Philips in
Eindhoven [NL] and Caen [F]), involvement in an open innovation system (DSM in
Maastricht [NL], Microsoft and its incubators in Mons [B] and Brussels [B]), and corporate
venturing (BASF [D], …) or reconversion funds (Michelin or Total in France).
As part of its marine renewable energy strategy, the region of Cantabria (E) set up a
campus supported by national (Iberdrola, Dragodos, Repsol) and international (Ventas,
Siemens, etc.) companies.
While it is natural for any regional strategy dedicated to R&D+I activities to formally
include an SME strand, it is also useful to involve large regional and international companies
in any smart specialisation strategy as they still influence the emergence of new markets
and technology to a large extent. Further, strategies developed to address major society
challenges are more than likely to require new public-private partnership formats that will
need to involve them one way or another. The same is true when it comes to understanding
the innovation or outsourcing philosophies of businesses that strongly impact the social and
economic fabric of society. Regions that already have an established business retention
policy may direct information flows toward involvement in the definition of smart
specialisation.
It is also useful to redefine the contents of regional attractiveness and marketing
policies addressed to multinationals to match the contents of the smart specialisation
strategy so that future establishments contribute significantly to strategy delivery.
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Chapter 6

Investors

6.1 The Current Situation
Contrary to the Silicon Valley, most EU regions are facing a financial low when it
comes to private investment in the venture capital market segment (business angels, seed
and venture capital) both on behalf of start-ups and entrepreneurial growth SMEs. Too
many regions still rely heavily on grants rather than investment in framework conditions
enabling the public or private venture capital industry to grow.
Both the entrepreneurs and the public authorities must be aware that all forms of
finance do not have the same aims. Similarly, the motivations and criteria of different
funding parties will vary according both to the type of product presented and the level of
risk linked to it. Therefore, business plan quality and content, as well as its presentation to
potential investors need to be adjusted to their respective specific requirements. This
explains the Anglo-Saxon expression “all money is not the same”. Appropriate ways of
addressing potential investors’ expectations is something would-be investees can prepare for
by attending an investment readiness programme or by passing through an incubator,
hoping that some of them will one day become SME growth accelerators

9
9
9
9
9
9

The vivacity of the venture capital market in a region indeed depends on:
a preference for subsidies;
the degree of acceptance among businesspersons of third-party investment in their
company;
the variety of funding sources available;
the level of maturity of the different market segments that constitute the business
finance value chain;
the physical and cultural proximity of investors and entrepreneurs;
the absence of public schemes helping innovative SMEs secure their first order (SBIR,
public procurement, etc.).
Furthermore, at venture capital market level, the following should be noted:

a)

Three forms of asymmetry:
• asymmetric information between the entrepreneurs’ and investors’ worlds;
• inefficient preparation of entrepreneurs willing to meet or meeting investors;
• a different perception of the innovativeness of entrepreneurs project.

b)

A financial gap refers to a situation where firms that would merit financing cannot get it
due to market imperfections. A specific case of financing gap is the equity gap, the lack
of provision of private equity investments in the early stage of a firm’s growth. The
reasons for the existence of finance gaps can be linked either to the insufficient supply
of funds or to inadequacies on the demand size. The gap can go from an investment
size of less than €100.000 to over a million depending on the region or the country. In
the UK the gap has been estimated to be between €400.000 and €3.000.000. For
Germany, that gap extends to €5.000.000.
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Some people28 suggest that the equity gap is not a market failure as “SMEs find it hard
to raise capital because capital markets understand only too well that many SMEs go
bust and the survivors do not provide an adequate return for this risk. This is not
market failure, this is the market working efficiently”.
It is
SME
y
y
y
y

generally accepted at EU level that there are four types of structural gaps in the
finance cycle:
insufficient operators in the seed capital segment;
insufficient investors to finance the seed stage of SME development;
excessively fragmented venture capital markets;
insufficiently fluid SME stock markets.29

This phenomenon is illustrated in the graph below.
Problems in the financing chain

Source : Presentation by Vesa Vanhanen (DG Enterprise and Industry) at the EASY Seminar in Ljubljana on 19.5.08

28
29

Cf. Andrew Carter and David Walburn : A case for excluding public policy programmes in support of SMEs
from European Union State Aids controls, September 2005

Presentation by V. Vanhanen (DG Enterprise and Industry) at the EASY Seminar in Ljubljana on 19 May 2008.
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6.2 The Challenge for Investors
Investors need to gear their intervention toward priority smart specialisation strategy
businesses and objectives. Private and public investors may set up specialist funds in one or
more specific technologies or industries and actively contribute to information and training
for regional business managers, e.g. supporting investment readiness activities. Large
companies may also regionalise some of their corporate venturing and incubation
investment activities.
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Chapter 7 Skills
Skills are an important component of the successful design and implementation of a S³
as, at the end of the day, people make the difference. In a S³ process, available skilled
workforce is needed both at enterprise and public administration level.
Indeed, a S³ is about an entrepreneurial discovery process and exploitation of the
R&D+I potential of a region. This process is based on managerial, creative and knowledge
absorption capacities. It is worth remembering that the main source of innovation by SMEs
relies on incremental ideas suggested by the enterprise's own workforce. Analysis of the
barriers to SME innovation shows that enterprise managers mention the lack of available
skilled people as one of the top barriers to innovation.
Even in regions and Member States facing a high unemployment rate, enterprises have
difficulties to recruit the type of skilled workers they need to enhance their competitiveness.
This asymmetry between demand and offer in the regional labour market has to be
avoided to ensure the success of the S³.
In the future, regional investment in skilled workforce will have to take into account the
fact that under the pressure of global competition local labour market will be impacted in
two ways: (1) intensive knowledge jobs can now also be located in emerging countries and
(2) European enterprises have to upscale their product/service range or their position in the
global value chain. So, such investment will have to target all hierarchical levels of each
domain of the regional specialization. This will be even critical for the regions defined as
"technology followers".
To prepare and manage a S³, the public sector will also have to invest in skills. The
skills allowing to make the right choices and to provide high value added support services to
the enterprises involved in the S³ require competences not always currently available in local
and regional administrations nor in their intermediary organizations supporting economic
growth.
Regions need to engage a deep analysis of their labour market in order to identify the
skill profiles available and needed to match the expectations of all the elements of the S³.
This analysis should breakdown into the five main components of an enterprise or a sector
value chain, i.e. Research, Development and Innovation, Production, Distribution, Support
services and Management functions.
The skill analysis has to integrate the trends in automation, outsourcing and
digitalization of certain job qualifications as shown in the graph below.
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Research
Development
Design
Marketing and sales
Global supply chain management
Customisation
Networks

Digitalisation
CREATIVE WORK
Talent

Outsourcing

Automation
ROUTINE WORK
Done by people

Source: EURADA

ROUTINE WORK
Done by machines
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Chapter 8

A Commercialisation Ecosystem for New Ideas

As emphasised several times above, whether as a result of technological research or
an analysis of potential customer demand, the main challenge is to bring new ideas to the
market. Public policies need to inform the evolution of concepts including ecosystems, RTDI
and the triple helix toward an ecosystem dedicated to commercialising innovative ideas.
Depending on their competitive advantages, regions may build their innovation
ecosystem on the commercialisation of tech research outcomes or alternatively the take up
and integration of new ideas in traditional sectors.
The commercialisation ecosystem for new ideas will rest on the four pillars below:
9 Concept factory
• technological and scientific research
• innovation in services
• transfer of technology
• knowledge uptake
9 Incubation
• high value-added venues and networks
• business angels – seed capital – grants?
• mentoring potential entrepreneurs (by serial entrepreneurs)
• Proof of concept
• technological showcasing
9 Development
• venture capital – corporate venturing
• all-out cooperation
• prototyping
• first client closure, including through pre-competitive tendering and new PPP
formats
9 Growth
• internationalisation
• profits enabling self-financing of future investment
These pillars were presented is graphical format as follows by the promoters of an
ecosystem called JUMPSTART in the state of Ohio (US):
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Source: JUMPSTART AMERICA, Ohio (USA)

The research outcome commercialisation ecosystem of MIT (USA) is presented below
as an example and benchmark.

Source: Allen J. Dines, University of Wisconsin – Madison
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Worth underscoring is that ecosystems are only as strong as their weakest link and
that even if the performance of each individual link is satisfactory, the system as a whole
may fail due to a lack of cohesion between its different component parts.
Also worth underscoring in the MIT30 ecosystem is the importance of the Technology
Licensing Office: rather than asking for immediate payment of intellectual property rights
which would be unaffordable for would-be business developers (being researchers or
students), it invests in the stock of new businesses and a share of their royalties if they
become successful. Furthermore, MIT professors are encouraged to dedicate a day per week
to non academic activities. Quite remarkably, this virtuous model – arguably inspired by
common sense – is not shared by the majority of US and EU universities.
In some industries, public authorities will need to replace private investors to boost
business growth. Rather than grants, they could leverage innovative public procurement or
public-private partnership formats to do so.
Therefore, they will have to become professionalised and invest in new competencies
such as:
¼ validating the relevance of key enabling technologies for the region,
¼ mobilising private capital aimed at creating financial engineering instruments,
¼ understanding the life cycle of the various types of innovation and knowledge creation,
transfer and dissemination in a region,
¼ mastering the administrative engineering enabling innovation in the public sector (publicprivate partnership, innovative public procurement, high added value support services,
etc.)
¼ detecting talented people and future skill needs,
¼ territorial intelligence: internationalisation, globalisation, attractiveness, competitiveness,
detection of tomorrow's champions, …).

30

Source: William J. Holstein, "The Next American Economy. Blueprint for a Real Recovery", 2011

66.

67.

Recommendations
1. To Regional Authorities
1.1

Stress testing regional assets in areas including:
a)
•
•
•
•

governance
who are the key stakeholders involved in the strategy?
what contributions are taken into account?
how is leadership exercised?
how are the relationships between stakeholders managed?

b) strategy contents
• what are the region’s unique competitive advantages?
• what are the weaknesses of the ecosystem that utilises knowledge and
market innovative ideas?
• what are the elements of the strategy that strengthen the capacity to
innovate and market new products/services?
• what are the elements that enable supply of professional skills to match the
requirements of strategy priorities?
• what are the measures that will facilitate access to venture capital?
c) Exposure to global competition
• export and FDI attraction capacity
• import, relocation and outsourcing flows
1.2

Introducing a permanent mechanism to adjust to evolving competition

1.3

Measuring the impact of measures and the strategy

1.4

Developing a business retention scheme

1.5

Setting up a regional observatory of skills needs

1.6

Building a regional intelligence system based on interregional cooperation

2. On Relations with Academia
2.1. Stress testing relations between universities and the regional economic fabric.
Such a test should include the following parameters:
a) Governance
• academic representation on the boards of regional bodies including
development agencies, innovation agencies, clusters, incubators, tech
centres, regional venture capital funds, vocation training agencies, etc.;
• representation of regional development bodies on university boards;
• mainstreaming of a regional development objective in university mission
statements.
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b)

Regional support for university
Nature of funding granted by regional bodies to universities in areas including:
- infrastructure
- equipment
- funds promoting spin-offs or start-ups
- vouchers given to SMEs to buy services from universities
- deployment of strong value-added support services including: proof-ofconcept, investment readiness, IPR valorisation, etc.
- provision of customised continuous training in support of cluster policies.

c)

University support for regional businesses
Nature of the services provided by universities in areas including:
- business development
- transfer of knowledge and technology
- placement of experts in SMEs
- joint R&D+I projects
- continuous training.

2.2

Analysing academic needs with a view to strengthening the contribution of
universities to regional development.

2.3

Measuring the impact of university interventions on smart specialisation strategy
delivery through indicators addressing the number of:
y start-ups
y licenses granted to regional companies
y technological dissemination or service innovation seminars provided by
university personnel
y university students and teachers placed in companies on expert assignments
y vocational training lessons given.

3. To Businesses and Investors
3.1

Taking part in consultation and monitoring exercises organised by regional
authorities

3.2

Taking part in regional business retention strategies

3.3

Taking part in benchmarking exercises dedicated to innovation and skills-needs
management.

4. To All Key Stakeholders
4.1

Verifying the solidity of their position and relations within the commercialisation
ecosystem for new ideas.

4.2

Being constantly on the look-out for potentially marketable innovative ideas.

4.3

Mastering cross-sectoral cooperation (impact of key generic technology).

