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Summary

1. As part of a larger pilot actiothat suppors regions in industrial transitioto
develop or redesign their smart specialisation strategies, the European Commission and the
OECD organiseda series of fivaifferent Peer Learning Workshopshe workshops were

held twice, with different sets of participating regiondorkshops weredid between March
andOctober2018 and supportecegionsin identifying gaps in their current approactsw
building on the most recent analysis olirrent andfuture challengesssociated with
industrial transitionThefive topics covereth the workshops weré Preparing for Jobs of

the Futureji) Broadening Innovation and Innovation Diffusidii);, Preparing for th&ow-
Carbon Energy Transitioriy) Promoting Entrepreneurship and Mobilising the Private
Sector;v) Inclusive Growth.Tenregions plus two countriggarticipated in the projecThe
experiences highlighted in this report correspond to Cohort 1 region#fjcaiigc Hauts
de-France (France), North Middle Sweden (Sweden), Piemonte (ltaly), Saxony (Germany),
Wallonia (Belgium), and Slovenia.

2. A number of common themes arose from these workshepspmpassing
challenges andreasto strengthen in order to drease the possibilities of a successful
transition.Challengesncludedlimited levels of innovation among SMEs, a persistent skills
gap and problems ensuring actor financing (e.g. for stps;, for R&D initiatives, etc.).
While never explicitly evoked{multi-level) governance formed a large part of the
discussions particularly with respect to the coordination of internal (government) and
external stakeholders, the importance of an enabling environment (e.g. supportive regulator
and administrative framewks), the value (and dearth) of effective performance
measurement system@and how stakeholder engagemetdntributes to successful
programming.The cohort also recognised a need to balance what they can inflaushce
what they cannofor examplecultureand tradition, theoolitical dimension and the impact

of election cyclesas well as Europeamd national level framewoskand policy objectives.
Despite this, the strong regional dimension and role rigibnal governmentsan and
should play for succeful industrial transition waseadily apparent in all workshops.

3. This reportfollows the structure of the seminar series, dedicating a chapter to each
theme. In all casesn overview of OECD research and findings is provjdtezbrporating
examplesof @ t hese findings are reflected in the

chapter includes highlights of practices shared by different regions and country, and
concludes with a set of potential policy leveraanating from the worksham the topic

that paticipants may wish to consider as they develop their smart specialisation strategies.
An abbreviated set dhesepolicy leversis presentedelow (Table 0.1)showcasinghose

that were either most often used, which appear to be most successfulhotdisignificant
promise moving forward.

PEER LEARNINGAMONG REGIONS IN INDUSTRIA. TRANSITION © OECD2018
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Table 0.1. Highlights of policy responses for each Workshop theme
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Workshop theme

Policy challenges

Objective
(Strategic/Policy)

Possible policy
response

Potential imgimentation
mechanism

Rationale/additional
benefits

Limited capacity

Ensure job

Support firms

Financing programmes for

Increases regional

smaller and older opportunities acros (especially older firm investment, innovative productivity
firms to adopt nev larger/newer and and SMEs) with business models,
technologies and smaller/older firms specific R&D, management training,
to adapt to a technology adoption partnership programs betw
changing and SMEsand

Preparing for jobs employment internationalisation  universities/research centre

of the future environment
Intraand inter Ensure job Encourage knowled: Cluster policies, partnershij Crossndustry
regional disparitie opportunities acros exchange and between strategic and innovation
in adaptingto a territories cooperation through disadvantaged regions, put
changing industry clusters and private partnerships
employment collaboration/networ
environment platforms
Intraand inter More een diffusion Encouragknowledge Regiondevel cluster policie Increase in
regiondierritorial  of innovation acros exchange through  and/or cluster collaboration productivity

Broadening
innovation and
innovation
diffusion

disparities in
innovation
capacity

Limited innovatio
capacity for

territories

More een diffusion
of innovation acros

innovation clusters
and
collaboration/networ
platforms

Supporsmaller firms
with R&End non

schemescreate open
innovation systems

Financial mechanisms for
smaller firms such as grant

Creates an attractive
innovation egystem

smaller firms larger and smaller technological tax incentives for innovative
firms innovatioactivitand  produetriven activity,
entrepreneurial activ facilitated loans, incubation
and accelerator programme
Address the shor Ensure a fairand Support communitie Forecastsnonitoring and Mitigate social and

term costs of a
transition to a low
carbon economy

inclusive leearbon
transition

and assets put at ris
by a lovearbon
transition

evaluation systems, and/or
impact assessments

economic risks; Buils
evidence bases and
informs lortgrm

) e.g. inequalities, olic
IPrepantr)lg for the l(JngmpIo?/ment) policy
t?;\rl]giaﬁror?n Balance the long Reconcile lang Support existing fow Financial and strategic sup Strengthens the
term strategic term lovearbon carbon initiatives ani schemes existing innovative
dimensions of a  transition with shor firms (to fulfil their ecosystem, and
lowcarbon term priorities potential as internationalises
transition with international companies
shorterm action competitive players)
Limited access tc Support Facilitate access to  Business angel networks, Creates an attractive
finance of start uj entrepreneursto  credit mechanisms f microfinance projects, crow innovation esystem
and scale ups secure financing  start ups aratale funding, pubjicivate venture
ups capital funds, equity financi
. coinvestment funds, interes
Promoting free loans

entrepreneurship
and mobilising the
private sector

Limited access tc
skills, knowledge
andnetworks of

Support
entrepreneurs with
business

Attract and retain
highly skilled worker

Highlevel positions financin
programmes, employee
benefits, intellectual proper

Greatejobrelated
welbeing and
satisfaction

start ups and sca development
ups throughout the
entrepreneurial
process
Disparities Use spatial linkage Improve accessibility Road networksw stops on Extends the benefits
between urban  to enhance through investment i highspeed or other rail rout of agglomeration
and rural areas  productivity and infrastructure economies/increase
reduce territorial GDP
disparities
Ensure Incorporate Coordinate and Multievel partnerships, Fosters stakeholder
Inclusive growth inclusiveness inclusiveness and/ engage relevant political coordination engagement
policy and welbeing into stakeholders in committees, local working

programming
coherence amon
different levels of
government

regional
development
strategies/policies
objectives

common developme
and investment plan
(government, private
sector, universities,

NGOs, civil society)

groups, collaborative open
networks/platforms/agencie
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CHAPTER TITLE b 9

Note All policy response tables in the report Aesedexclusively on the information dirdgtprovidedby the
regions/countryduringthe innovation workshop arid corresponding PowerPoint presentatidrige different
categories (i.e. the policy challenges, objectives, policy responses, implementationismslzad additional
benefits/rationale) were collected systematically when they were mentioned in the workshops or related
documents, or when the description of a certain process/mechanism mentioned in the workshops or related
documents corresponded piay to an identified category. Thisocessvas appliedo all the collectediata
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Chapter1Pr eparing for Jobs of the

4, Rapidly evolving technologiesan disrupt the structure and nature of wpdsing
potentialchallenges but aldaringing opportunities. Technologies, like the mobile internet,
cloud-computing, 3D printing, and others help firms gain market access regardless of
geography, facilitate lifelong learning for individuals through online skills upgrading, and
help make indiiduals and firms more efficient, boosting regional productivity. Seizing these
opportunities is paramount if industrial transition regions want to boost growth and
productivity. This is not always easy however, as the economic, political, and cultural
corntexts can be resistant to change. Workers may not have the necessary skills to meet
rapidly evolving employment or employer demands; and firms may have limited capacity to
adopt new technologies. The inherent unpredictability of technological advanagas,s
firms, and people can render the timing and targeting of policy interventions particularly
tricky.

5. Ultimately, regional policy makers must consider a supply and demand dynamic
with respect jobs of the future. Their policy interventions must hedprerthat) employers

have job opportunities available amjithat workers have the appropriate skills needed to
fill those jobs. Addressing this dynamic through regidaaél policies and initiatives, for
example to reinforce social systems and engmilausiness creation, will help industrial
transition regions better manage the disruptive changes.

6. This chapter presents recent OECD insights into how the labour market is adjusting
to a new technological and industrial environment, particularly withectgp job creation

and skill supply. It highlights strategies, mechanisms and tools currently employed by the
cohort, andoresentsa set of possible policy responses that can support regions in industrial
transition mitigate negative impact and reinfobemefits.

OECD insights on jobs and skills and the experience of Cohort 1 regions

7. Globalisation, an ageing populatipandtechnological advances desdamentally
altering labour markets across the OEQDis is coupled with@& pr oduct i oon revol ut
which is transforming how firms, workers, and jobs operate and interact with each other
The production revolution isdriven by emerging technological trends, including
developments in advanced materials, biotechnology, enerljgrnaives, and
environmentalf-focused innovationssuch asmarine and tidapower technology. The
potential applications and benefits of these new technological advandasgareanging

from smart manufacturing and services to smart cities and smart government. They are not,
howe\er, guaranteed.dhefiting from these advances requires good jgsliand an enabling
environment, including quality digital infrastructure and the investments supporting it,
effective regulatory frameworks in areas such as jpiatacy, liability, and stadards, and
cooperative researdnameworks to create the necessary scale for advancing the science
(OECD, 2018a).

PEER LEARNINGAMONG REGIONS IN INDUSTRIA. TRANSITION © OECD2018
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Targeting support to firms

8. SMEs in industrial transition regionsan have troublekeeping up with
technological advanceSeveral factorsnay account for thisincluding firm size andirm
age. OECD findings indicate that technologicatale (as measured by cleadmputing)

is stronger among larger firms than among SMEs (Figure Newer firms are also more
likely to implement new teclology and innovations than older ones. For the industrial
transition regionén this cohortthese are particularlritical findings.

Figure 1.1. Enterprises using cloud computing services, by size (2016)
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Source OECD (2017)QECD Science, Technology and Industry Scoreboard 2017: The digital transformation
OECD Publishing, Paris, http://dx.doi.org/10.1787/978926426&821
Stats link:http://dx.doi.org10.1787/888933619638

9. The enterprise base within the cohort is dominated by SMEs, mangnosti of

which have demonstrated a limited capadity adapt to a changing industrial and
employment environmensomethingoften attributed tdow innovation and technology
takeup capacity OECD, 2018c)A number of factors may drive thisicluding low levels

of R&D, a focus on serving the regionbs |
traditional methods of workinPECD, 2018c)Low SME capaity in R&D and technology
adoption was cited as a key challeng€b¥ort 1 and the mechanisms to address this appear
limited. Saxony and Wallonigrovide specific support in this aredn Saxony, training
programmes for firms are offered, and Wallonia, a digital innovation hub has been
developed to assist SMEs undergo a digital transiBoth regions havprojects supporting
digital adoption in universities and schools and equipping public actors with knowledge
around cyber security. Overgtioweverregionsmay need to ensutkat a larger proportion

of SMEsare sufficiently advanced technologically to capture the benefitegiroduction
revolution

10. There are alsbusiness capabilityhallenges, for example, with respecst@tegy

desgn, business intelligence, and innovation management. This can be exacerbated by a
funds mismatch when governments emphasise funding for building innovation and R&D
capacity among SMEsyith limited attention placedn supporting innovation and R&D in

PEER LEARNING AMONG REGIONS IN INDUSTRAL TRANSITION © OECD2018
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tradtional companies. This issue links back to regidnahd often nationadl priorities in
terms of industrial profiles and development.

11. In light of these findings, policy responses should be targeted to firm type. For new
firms, responses willave to encarage business developmantd innovationFor old firms,

policies should support adoption and adaptation processes. For example, investment in ICT,
innovative business models, and management training can help old (and new) firms adopt
new technologies

Advancing and updating labour force education and skills

12. Education levels also contribute to the difficulty in keeping up with the employment
demands of technological advanc€ampared to more traditional forms of employment,
technologyrich employmentrequires higher levels of literacy, numeracy, and problem
solving capabilities among workeKSurrently, twethirds of adults aransuitablyskilled to
participate intechnologyrich environmentsKigure 1.2). For workers without a tertiary
education this changing environméaad togreater difficulty in finding employmengiven

a higherdemand for workers with technical expertise (OECD, 2018f)regionsin this
cohort,except Saxonyhave a labour force i lower than nationedverage levels of tertiary
educatioh (OECD, 2018d). Keeping up with the need to upgrade skills is crifimal

managingpotentially large interand intraregional disparities in education, and ultimately
income

Figure 1.2. Adult preparedness for the digital age

m very low skills or opted
out of the test

2 out of
3
people
lack
skills
for the
digital
age

m low skills
medium skills

m solid skills

24

Source OECD Survey of Adult Skills, 2015

13. The regions in tis cohort expressdno doubt that education, and higher education,
are of utmost importance when it comes to jobs of the future. The challenge they face,
however, is finding answers to sughestionss: education in which areas or fields? Should
universities focus predomintiy on the demands of local employers? How does R&D and
innovation fit into the picture? Should regional governments play a stronger role skills
training, for example in leadership and entrepreneurship?

14. Some regions are grappling with a need to balancpl#oe of tertiary education
in the local industrial system versus the international research s{@EGD, 2018d)In
other words, to what degree do universities have a responsibility for meeting local skill

1 Slovenia is not considered here as it is participating as a country rather than a region. Hovegjisters
below average when comparing EU countries.

PEER LEARNINGAMONG REGIONS IN INDUSTRIA. TRANSITION © OECD2018
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demands, versus taking a broader perspectitte avstronger research emphasis? This is a

tricky question, as both have their advantages and disadvantages. However, these approaches

need not be mutually exclusive. There are sbigher education systems, for example in

the US, were researehr i venl d Awbas s 0 -exish with gegisnal t(sta)s ¢ o

uni versities as wel(DECB,201&d}Thimlatierncateggry offersl | e ge s 0
pretertiary (but possecondary) education as well as occupational (VET) training. As their

student body is lodand tends to remain local, they are better placed to focus on some of

the skills required by local employers.

15. Regions are also looking for ways to build stronger links between academia and
industrial partners, as doing so can help reduce the skillsrgapvery targeted way.
Piemonte, for example, is encouraging university research teams tdHamiiléhteraction

with SMEs by helping make universibwned infrastructure available to industry, and by
using a voucher system to help industry implement Ismpabjects that improve
researcher/industry interacti¢Riemonte, 2018)Piemonte also supports incubators within
universities to build such links, and is actively promoting apprenticeships that can create
stronger ties between academia and businessi{Bgx

Box 1.1. Apprenticeships for higher education and research

Piemontebs MAnAApprenticeship for Hi gher
dedicated to helping apprentices obtain tertiary level diplomas (technical or academic) o
doctorate degrees. It brings together companies and universities/institutes tde provi
training focused on the labour skills required by the firms. Through the programme,
apprentices gain specialised and rapidly employable competencies. At the end of th
apprenticeship, the company can confirm whether the apprentice receives a joli.contrac

The initiative has been well received by participating companies, and as of March 201§
350 apprentices had received employment contracts. The programme also aims to increg
innovation processes and technology transfers by supporting the placementngf y
researchers and highly specialized professionals in regional firms. Initially established fo
large firms, Piemonte intends to incorporate SMEs into the programme as well

Source Piemonte(2018, unpublished), Peer Learning in Industrial TransitioniddsgWorkshops Good

Practice TemplateApprenticeship for Higher Education and Reseatereparedor the Peer Learning in
Industrial Transition Regions Workshdpreparing Jobs of the Futur&9 March, 2018, BrusselBelgium.

16. There is also a multevd governance dimension tddressingeducation and skills
gaps. Very oftejregions do not have much margin for manoeuvre with education or training
policy as changes in treducational system are natioiabel competenced hus, effective
multi-level governancepractices and frameworks are needed for regional and national
governmentsto work together, including tadentify, implement and support effective
regionallyled interventions.

17. Technological changes also lead to reorgagihow people work anengage with

firms, as firmsincreasingly move to emplogxternalsupport for tasks previously done in

house(OECD, 2018¢c)The result of this is an increase in
bet ween firms and wor ker s anentpoditiengkurofprebn s e of At
2015) Alternative work arrangements have some advantages, like flexibility and relatively

high levels of freedom, but can also be uncertain, unstable and unpr¢@€®@D, 2018c)

In general, all regions reflectexh the importace of protecting workers during a period of

PEER LEARNING AMONG REGIONS IN INDUSTRAL TRANSITION © OECD2018
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industrial transition, though idepth discussion was limitd @ECD, 2018d)Saxonyoffers

an example of steps taken to enswverkers are adequateprotected during periods of

change or instabilitgBox 1.2) Establishing social protection measures that can help smooth

the transition to these A &étsetingrsaiblprotection ar r angen
measures are often not a responsibility of regional governmdnith may explain the

general laclof discussion regarding the topic.

Box12.The fADecent work for Saxonyo Pr

Saxonyods fnDecent Wor k for Saxonyo prog
attractive pay and working conditions in thegion, as well as to boost collective

bargaining capabilities. The programme offers training and skills upgrading, and support
reinforced health and safety regulations. It offers firms bonus funding for those enterprise
with a union presence. Overalhet programme provides a comprehensive strategy to help
protect workers right while also acquiring skills needed for technologically driven changes
in the economy.

Source SachenFr ei st aat (2018, unpubl i shed), i Seamihgeim 0 ,
Industrial Transition Regions Workshdpreparing Jobs of the Futur&9 March, 2018, Brussels, Belgium

Meeting the challenge of automation

18. Providing firms with the tools necessary to harndigitisation and automation
technologies cornersones of the production revolutidncan contribute to encouraging
innovation, new productand job creation, all of which have net benefits for regional growth
and productivity. At the same time, automation can lead to a loss of jobs: about 32% of jobs
in OECD countriesface a 50%70% probability of automation (Nedelkoska and Quintini,
2018). However, job destruction due to automation and artificial intelligence may not be as
large as expected. It can depend on job families and the skill levels reguilgtis unlikely

that a job or job category will be altogether eliminated (Nedelkoska and Quintini, 2018).
This said, jobs across the skill spectrum should expect some degree of automation.

19. Labour market polarisation resulting from differencearimutomation risk profile

may be a more significant policy challenge than the increased automation. Such polarisation
can widen gaps in productivity, jobs and skills, put pressure on the quality of jobs available
and ultimately exacerbate inequaliti€¢®ECD, 2018b) There is evidence of such
polarisation between highiyaid, higher skilled occupations that require professional
training and/or tertiary education, and the quations requiring lowelevel skill sets,
especially middldevel skills. Such positins not only tend to demand less skill, they also
pay less, and are frequently occupied by youth. They are jobs that involve fouine
repetitivei tasks, and require basic to low levels of educgt@iaCD, 2018c)Demand has
increased for individuals ith transversal skillsuchas making sense of new unstructured
information, negotiating and striking deals, or caring for otf@ECD, 2018f) What these

tasks have in common is that they do not follow a precise set of rules, and are therefore more
diffi cult to articulate and codify, thus they are more difficult for a computer to execute.
Because these tasks tend to be associated with eitheskiligiol or lowskilled occupations,
automation is said to lead to a-called hollowingout of middleskilled jobs (Figurel.3)

(Autor, 2015; Brynjolfsson and McAfee, 2014; OECD, 20IB8)e result is a decline in the

2 Specifically those participating in PIAAC.
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number of jobs available to those with medium skill levels, while quite often employment
shares rise for jobs requiring high and low skills

Figure 1.3. Labour market polarisation in selected OECD countries, 1992015

m High skill @ Middle skill @ Low skill
15 -

AN RRRRE

-15

France United Italy = OECD GermanyUnited Canada Japan
Kingdom Average States

Source OECD (2018¢unpubl i shed), AThe Foua sue e Pdr sWerck:i véao ,Pl Bowe
Presentation for the Peer Learning in Industrial Transition Regions Workshop: Preparing for JoBstoféhe
presented by Sylvain Giguere98March, 2018, Brussels, Belgn

20. From a policy perspective, this makes industng skills mappin@g particularly
valuable exercise, particularly when the results can be overlaid to identify matches and
mismatches. While time consuming antticate an exercise of this type can he§gions
identify which skills are in short supply or face limited demand, and then provide stronger
evidence for strategic policy and decisimaking. An exercise of this type was undertaken

in North Middle Sweden within one of its key enterpri@&CD, 218d) In Wallonia, the
Public Employment Service is undergoing an extensive exercise to identify skiledriaed
specific business sectors (Bo3)L.

Box 1.3. Wallonia: Industry and skills mapping by the Public Employment Service

Wal |l oni ads Public Employment Serviitee (P
Le ForemStudyi to identify the skills needed by specific sectors. The objective of the
exercise is to develop appropriate training offerings fioet Wal | oni ads c ¢
business clusters, and to communicate the identified skill needs to relevant audiences. T
analysis first takes a sectoral perspective, using as a basis the sectors associated W
Domai ne d o Ac tthabfocus&ston eight@gniaiqsy ie order to identify future
occupations and associated skills. It then identifies a set of related or secondary skills th
could subsequently arise from on developing the first set of sectors. The approach is bas
on a five step qualitative process:

1. Reports by sector are produced by the analysts from the PES, ba€&iNh
(open source intelligencepcuments
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2. A panel of experts, interviewed individually, is asked a set of questions that are
then included in the sector rapm The objective is to check the sectorial trends
and particularly to detect the effettst these trends may haveascupations

New reports are then produced and disseminated

4. The Abilitic2Perform methodis usedto identify the skills required for eh
occupation orskills group. Four expert workshopsorganisedby occupation
identify the key evolution factors and the potential evolution scenartusy then
select the modikely (or desired)scenarig identifying also the associated skills
needs.

5. These training engineering elements are given to the training department in orde
to startdesigning appropriate training programmes. They are difseminated
through the web and sent to the education autharities

The sectors and associated industrigsie the programme since they themselves do not
have the capacity or resources to undertake such an extensive study.
Source Wallonia (2018, unpublished)Peer Learning in Industrial Transition Regions Workshops Good

Practice Templatd,e Forem, the Puldi Employment Servic®reparedor the Peer Learning in Industrial
Transition Regions Workshopreparing Jobs of the Futur&9 March, 2018, Brussels, Belgium

21. Other ways tanitigate the risk of labour polarisation atiedimpact of automation
include esuring that workers receive technical trainirigat opportunities for skills
development are constantly offered, and that the use of new skills is consistently supported
(OECD, 2018f) Improvingworker skills has an additional benefitit canyield gairs in
aggregate productivityfrom about 3% in the US to about 10% in t&QECD, 2018).
Making the most of the productive benefits associated with skills upgrading can reguire r
thinking how employment services andillk developmenprogrammes are degied and
delivered, and encouraging firms to offer and support skills training and use. In this way,
regional governments can help reduce the possibility of job loss while increasing innovation
and the productivity of their entire firm esystemi a win/win for regions in industrial
transition

22. Specifically with respect to the five regions in Cohort 1, evidence regarding the risk
of automation paints a mixed picture. In some regions, such as in Mattle Sweden
occupations at high risk of automation dexlining, and there is an increase in jobs among
health and teaching professions, which call for skillst are less able to be automated.
Meanwhile, in Pagle-Calais (as a proxy for Hautke-France) there is a rise @mployment

within job categorieshiat are at high risk of automation (OECD, 2018 he types of jobs
created and the skills they draw upon are important for a region given the medium and long
term consequences on the labour market. This makes training and upskilling critical, together
with ensuring the resources for such activities. In addition, policies aiming to support the
labour market in the face of industrial transition should be sufficiently flexible or adaptable
to specific regional contexts since the challenges faced may beiffergrit

Key themes in preparing for jobs of the future:opportunities, skills and financing
23. To prepare for jobs of the future regional governments and stakeholders in

industrial transition have three critical taskso ensure that there are job oppoities for
workers to fill;ii) to ensure that workers hatlee appropriate skills to successfully fill those
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opportunitiesjii) to ensure adequate and appropriate financing mechanisms to realise policy
and programming objectives.

Creating job opportunies

24, Higher than average levels of unemploymierd challenge for the regions in this
cohort. This is driven by the changing industrial profile of the regions and is compounded
by generally lower than national averdgeels of tertiaryeducationattainmentexcept in
Saxony), as well as difficulty ensuring a labour force with the demanded skill set. Youth
unemployment is also a worry for almost all if not all participating regions (OECD, 2018d).
Key contributing factors is the skills level at whiyouth unemployment is concentrated
generally lower skilled and lower paiidas well as a skills mismatch. One worry generated
by youth unemployment is its potential to become structural, particularly if the types of jobs
that tend to be filled by loweskilled youth become more limited within a region.

25. Taking stock of labour force demographics can also be important. Women and
migrants may be an underutilised workforce and engaging them could help boost
productivity. In addition, ensuring that the regis an attractive place to live and work is
fundamental, as it can help retain human capital, and attract firms. If not seriously considered
it cancontribute taintra-regional disparities with respect to employment opporturiities

terms of job numbeand job typd as population and productivity rates decline in smaller
cities and/or rural areas. For example, in Halgd-rance, those areas which are close to
Lille in the north, and close to Paris in the sduaie growing more rapidly and offer more
opportunity than in the rest of the region, which continues to risk depopulation. Saxony sees
the same phenomenon, where larger towns and the areas surrounding them are well
developed, which is not the case in rural areas where there are problems wittoymamp

income levels, and health outcomes. The dynamic in Piemonte is similar to that of France

with a pull toward Torino, but also along the
2018d).
26. A regionds capacity t o dsuffidentlgdiversejob, ensur e

market, and design and/or implement the necessary policies (national, regional or a
combination of both) to support creating employment is one of the most critical components
in the conversation regarding jobs of the future. l®no single way to create jobs, and
inew compani e-sfféfrom targer anést keepingshe field rather narrow. Given
the role that industry sectors playthe potential for automation and the demand for skill
level, it may be increasinglynportant for regions to consider sectors on an individual basis,
identifying those where jobs are currently available and those where, strategically, the region
would like to increase productive opportunities. This may need careful consideration in
terms @ job category, and the level of skills required (high, medium or low).

SMEs and staftips as future employers

27. SMEs are significant industry players in this cohort, and are very often anchored
by larger national or mukmnational firms. Their jollemand (byond a need for specific skill

sets) may be linked to global value chains, to an enabling investment and regulatory
environment, or to the level of ambition of the leadership. Product or service diversification
can be helpful for creating jobs, as addiabknowledge or skills may be needed to develop
and bring new products to market, etc. It can also have spill over effects to other, supporting
industries. Alternatively, a move can be made to increase the number of firms. Often these

3 The southern border of Haude Franceextendgo the llede-France region.
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ar e -6f p s dargkrregisting firms, and may not necessarily have a significant impact
on the number of jobs available. They may becc
firmd as (AQECD,Q018d) act or

28. This leads to a question regarding the role of-stiastAs a category, stattps have

lower capital investment and human resource needs than SMEs, making them relatively easy
to launch. Yet, while thegan strongly contribute to an innovative environment, they may
take a significant amount of effort and titeggrow. Their location can begaowth generator

or inhibitor, as well For example, NortitMi ddl e Swedends euwppiari ence i ¢
Stockholm grow faster than those in the region. In addition, their human resource needs are
more limited, thereby mniting their overall contribution to the job market, despite some spill
over effects to ancillary industry or service providers. A successfulugtadne that moves

past its inception stage, brings products to market, and sustains a positive groeatibryraje
could, with time, generate more job opportunities. Developing policies that encourage
investment in startips is an option to help take advantage of the innovation thatptart

might represent and strengthen their job generating possibility.

Cluste policies can contribute to job creation

29. Cluster policies are a popular policy mechanism with the regions in this cohort, and

can represent significant sources of empl oy me
translate into 10 000 jobs (spreaatossl 500 companies). In North Middle Sweden, within

the paper and pulp cluster, 100 member companies create 7 000 jobs. This does not consider

the broader workforce connected with the induktigomprising about 30% of the total

workforce. It should be notetitowever, that clusters do not create jobs overnight.

30. Given the power of clusters, regions actively foster cluster initiatives in a number
of ways. NortAMiddle Sweden establishg@adogrammes for cluster manageasd Piemonte

has adjusted its policy ap@ch to emphasismnovation clusters rather than industrial
clusters. Wallonia has used clusters to help build bettpr8ME networks and engagement
as a complement to more tdpwn policy approach (OECD, 2018d).

Addressing the skills challenge

31. Ensuringthat the labour force has the necessary skills to adapt to industrial change
is a concern in all regions, though spedifés can vary. For example, in some cases a skill
mismatch or a skills gap is a significant challenge, while in others the diffgaltielinked

to a low skill base. Understanding the skills needed in a region is important, and as
previously mentioned skills map could help. These may be resource intensive, particularly
if done at an individual firm level, but can also help painteamr picture as tthe skills

that are available anthe skills thatare necessary, highlighting mismatches and helping
target training or reskilling programmes.

32. There is no single fAskills solutionod as e\
However, there are several areas that regiomadl national governments can consider
addressing to better adapt employment and skill systems to the future of work.

Supplying the skills needed by the local economy

33. One challenge facing skills systems is ensuring the ability to rapidly and effectively
respond to the changing world of work. The new, technetatdyworld requires a different

4 Workers whose jobs are associated with or feed into the industry but who are not directly employed by it.
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set of problem solving skills, both cognitive and IT, than in the past, Emdeapercentage

of the workingage population may not have skills adapted to this need. For example, across
the OECD, 60% of the working age population has poor ICT skills. This translates into a
workforce that is not likely to fare well as labour markeeds change and the divide
between high and low skilled workers increases (OECD, 2018c). It also can hold the
economy back, as employers are not finding workers with the skills they need and can drag
productivity.

34. Perhaps the most evident way to addrégs mismatch is by increasing the
responsiveness of education systems. In Haetsrance there has been substantial funding

to help universitieandsecondary schoolsfer the training necessary to prepare for a new
employment contextor example, the tversity of Lille dedicating EUR 11 million to help
provide lifelong learning opportunities. Teaching and nurturing entrepreneurial skills from
a young age is also on regional agendas, with HimiEsance and Wallonia introducing
programmes to this effe In Hautsde-France, schools help students hone their
entrepreneurial skills by encouraging them to build companies. This can serve a dual
purpose. On the one hand, it eqg-upcyptsre.®t udents w
the other, it supprts firm creation, a central challenge among participating regions.
Potentially it could also have some incidence on youth unemployméigtives targeting

VET programmesire also a popular mechanism among the participedifigns especially

to bette ensure that VET offeringsansuccessfully bridge the gap between skills needed by
firms and skills provided by (potential) workers.

35. While regional governments often have limited authority in the education sector,

they can ensure greater local level fitgbity with respect to programming. One way to do

SO is by encouraging greater coordination between regional/local economic development

policies and skills and employment practices. Greater flexibility can also be introduced into

the system through buddgtes, eligibility criteria for programming, programme targets that

are negotiated between the national and subnational levels of government, etc. This
flexibility supports advanddardl needsin a maiontdvel s ponse tF
policy are.

Upgrading the skills of lowand middleskilled workers

36. In an ideal situation, low and middle skilled workers move up the skill ladder so
that skill mismatches are addressed and people can progress and earn more. It appears
counter intuitive to call foran increase in middievel skills as evidence shows that
opportunities this skill set are declining. However, the risk of not increasing suchi skills

and jobs that demand the skillgs that workers with mediudvel skills will compete with
low-skilled workers for the same jo©ECD, 2018f) This will effectively crowd out the

market for lowskilled workers and could depress salaries.

37. Tools to address skills upgrading include apprenticeships and training courses.
These can be useful and benefit fompalrties, yet, they teni have limitations as students
often apprentice in larger firms. This casult fromto the programme design, the interest

of the apprenticegndthe capacity of SMEs to absorb and appropriately utilise apprentices.
Ensuring tlat the education and apprenticeship systems align with local labour market needs
is fundamental, andelping SMEs increase their participation in skills development
programmes can be helpfi@onsideration may need to be given to techniques that make
appraticeships in SMEs appropriate for firms and students. Such incentives can be financial
for the firm, and pedagogical for the student (i.e. a requirement of the technical or
professional curriculum)Training programmes also need to be flexible (e.g. nawdul
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learning, part time, 4earning, etc.) in order to make it easier for workers to participate.

Il relandbés Skillsnet programme is a good exam
businesses identify needed skills and then ensure that there is a workfopeatelgarained

to meet these (Box 4). Another approach is seen in Wallonia, where it<C2htres de
Competencesmphasise tiaing and skills development across the labour force spedtrum

from studentsworkers,andthe unemployedp teachers an@EOs

Box 4. The Skillnets Programme in Ireland

Established in 1999, Il rel andos Skill net
businesses to identify and address their skills needs, and works with unemployed worke
to train and upsk workers. The programme funds 65 training networks, supporting over
14 000 companies and 50 000 trainees. Member companies determine their training nee
and how and where the training is offered. Programmes are optimised to suit the needs
already emloyed learners through formal and informal learning that ranges from further
education to higher education provision. The Skillsnet networks support enterprise
networking and offer businesses a flexible, agile way to respond to changing skill demands
They help companies achieve economies of scale and greater efficiency in the provision
staff training. Programmes include the Finuas Networks Programme, targeting the
international financial services sector, the Future Skills Needs Programme, which design
innovative training to address future skill needs; a workplace activation initiative to help
job-seekers obtain employment, and a programme for management development whic
supports SME ownamanagers. Skillnets is funded through the National Trainingl Fun
associated with Irelandés Department of
Source:OECD (2018unpubl i shed) , AfThe-bRwstewWr ePeafs pWarntk ved, PIPower
Peer Learning in Industrial Transition Regions Workshop: Preparing for dtfesFuture, presented by Sylvain Giguere,

8-9 March, 2018, Brussels, Belgium; Skillsnet (n.&Hijllsnet Statement of Strate@killsnet, Dublin, Ireland, available:
http://www.skillnets.ie/sites/skillnets.ie/files/imce/u3/statementofstrategy2018@summary.pgf Ski | | snet (n.

Us o0, Skillsnet, Dhit:/Maivwinskillndtstiedaboarskithets avai | abl e:

38. Local and regional governments can play an important role in stimulating and
coordinating employer engagement. For exampi@donpromoted apprenticeships using

the Mayor of London brand to recruit existing and new employers to participate in
apprenticeships. The city also set up a call centre to provide specific and specialised support
to employers with questions about the admiatste process of participation (OECD,
2018c). Elsewhere in the UK, local apprenticeship hubs have been established, acting as a
central coordinating and marketing organisation to engage with employers and individuals
on apprenticeship programmes. Subrratlogovernments can also use their spending
capacity to shape the demand for skills and number of apprenticeships offered by employers.
Swiss cantons, for example, have modified legislative and regulatory frameworks to give
preferential treatment for publprocurement contracts to employers that agree to offer and
train apprentices. Some municipalities in the Czech Republic are moving in the same
direction (OECD, 2018d).

Boosting skills use in the workplace

39. Companies more often focus on reducing costsfyévecompetitiveness than on
effective skills utilisation to increase productivity. Improving skills, using them more
effectively, and building job quality across the skills spectrum will be critical to help manage
job polarisatiofOEDC, 2018d; OECD, 2018f)

PEER LEARNINGAMONG REGIONS IN INDUSTRIA. TRANSITION © OECD2018


http://www.skillnets.ie/sites/skillnets.ie/files/imce/u3/statementofstrategy2016-2019summary.pdf
http://www.skillnets.ie/about-skillnets

CHAPTER TITLE b 21

40. There are additional benefits associated with the better use of skills. For individual
workers, these include greater job related delhg and satisfaction, higher job quality and
higher wages. For employers, this can yiedttdr worker retention, high productivity, and
better relations between workers and management. Finally, the impact on the local economy
cannot be overlooked, as more skilled and productive workers can lead to gains in aggregate
productivity and a bettemvestment climate (OECD, 20f)8 The OECD has seen a
correlation between skill use and high performance work practices in enterprises, including
flexible job descriptions, problem solving approaches, and leadership training.

41. Boosting skill use in thevorkplace does not always mean significant or large
changes Small improvements in work organisation and production procesaesnake a

difference Some technigues that can support stronger skiihahgdesupporting employers

to reshape workplaces, for exala through profit sharing programmes (used in the US); an
enterprise training scheme (seen in Singapore); working at the sector level and through
employer networks such as the UK Futures Programme; and increasing awareness of the

link between skills andrpductivity and helping employers become better leaders and create
better workplaces, a mission of Australiads
(OECD, 2018).

Supporting knowledge diffusion

42. Knowledge diffusion can create links and networks agrprblic and private sector
actors, and build innovation capacity among
a particular role to play in this effort given their abilityaot as an anchor or a hub from
which other actors can linkp. Piemonte dér example, established institatéor higher
technical education to help students further develop their skills before moving to graduate
studies bringing together students, companies, innovation clystadsthe public sector

North Mi dd | e SAcazking of 6Smart Specialisation incorporates a stuflent
component, rooted i83 themes These types of institutions and the links they foster help
fulfil the need to bettesissociate thekills requested by firms with students who either have
the skills orare in the process of developing them. In Saxony, there has been significant
activity around knowledge diffusion particularly to support policy development. This ranges
from roundtable discussions and strategy workshops to spreading knowledge on ¢he futur
of industry and offer insight into future industrial priorities, to having a clear str&egy
digitalisationfocused on encouragingdjgital competencePolicy areas that contribute to
linking digital capacities and industries include mobility infrastiwe master plans
connectingthe automotive industry and-reobility; climate and energy, and support
programmes for clusters.

Ensuring sufficient and weltargeted financing and investment

43. Ensuring sufficient and wethrgeted financing and investmentadreas that can

help prepare firms and workers for jobs of the future is a challenge for all of the regions.
Managing it, however, may require a mamganced approactCurrently, there is an
emphasis is on funding higher levels of R&D and technology. Wile has been
successful, it tends tlavour larger and more innovative firmand risksleaving behind
businesses that -tearce 0i-smhmevateatTHe wubséquentvmlicy
guestion that arises, however, is a strategic one: what isuthee fof these types of
busi nesses i n tsystem, basediowits trmtegfc ibhjeativee forandustrial
change and growth? The response to this will affect whether there is enough investment to
support these types of businesses, and may esguntultipronged approach.
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44, First, consideration needs to be given to
a regionbés iamdtheirnged to adjust o newfteicHnaogies, new production

techniques and new consumer demands. The texideisiry is a good example.

Increasingly, highvalue textile products and technical innovations are leading to a use of

textiles beyond the garment industry. To further develop the associated opportunities, it is

important first to pause and evaluatetreereon 6s gr eater business model
the value added lies on the value chain. Doing so, may help better design mechanisms that
encourage companies to move up the value chain and channel investment to processes
supporting product production.

45, Seond, is a matter of matching aims and means. For example, if the objective is to
increase technological and ntathnological innovation among SMEs and in the process to
stimulate growth and jobs, then effective spending may include programmes linking SMEs
to universities, research centres and-temhnological innovation platforms.

46. The last prong is potentially the most challenginattracting capital to support
startups and small business&tartupsfrequentlysuffer from poor financing ankmited

access tanvestment mechanismsuch as venture capital, which in turn can inhibé
development of certain, promising industrial sectdvsllonia is experiencing this in its
biotech field and Hautde-France in its textile industry. Ultimatelthe obstacle is the
combination of limited capital, risk aversion, and a culture wheregparand SMEs are
considerediper sonal investmentso with | imited desi
ability to generate resources, and limited capacityréav. Some regions, such as Wallonia
have introduced public funding mechanisms to help meet the financing challenge (Box 1.5).
Others, such as North Middle Sweden provide indirect support by establishing programmes
that help young firms identify capitapportunities, in addition to advising on their general
development and techniques to move into the production stage.

Box 1.5. Wallonia: the Sowalfin Group

Wal |l oni aés Sowal fi n Gr entenrise tisat facilitatas bnancieg, i

for the regionds fir ms. Pr ospect rupsecare nt
receive capital based on the wvarious st
creation, innovation processes, growth a n d i nternational i s a

financing capacity, including guaranteed bank loans, originates in the 2015InnovFin
Agreement, and countguarantees come from the European Investment Fund. Thus far,
the initiative has supported 58 SMEs andvided EUR 1.8 million in guarantees, with a
leveraging effect of EUR 32 million.

Source Wal | oni a, (2018, unpubl i shed), iwall oni ao,

Industrial Transition Regions Workshdproadening Innovation and Innovati Diffusion,12-13 April, 2018,
Lille, France.

Conclusions and an initial overview of policy responses

47. In preparing for the jobs of the futurene side of the equation is supportskijls
development, including diter linking firm needs and employeeillsk revampingVET
programmes, supporting IHeng-learning capacitiesand encouraginthe establishment of
technologyfocused institutionsThe other side of the equation focusedions, especially
SMESs andjob creation. Supporting firms meet thehaology challenges associated with
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the production revolution helping them adopt technologies, adapt to a changing
environment and innovate in their businegsesuld help stimulate job creation, contribute
to regional growth antdoostproductivity. Enauring that the proper skills are available must
go hand in hand with supporting firms, particularly SMBsolvativefunding mechanisms,
strategies that can assist in better understanding and targeting investment resmarces
bettermechanisms/processtesgauges ME 6 s arealbendchanisms that could contribute
to this. Table 1.1 highlights a series of actions tlegions could consider to meet the
challenges associated with jobs of the future

Table 1.1. Potential policy responses and implementation mechanisms for preparing for jobs

of the future

Policy Objective Possible policy Potential implementatiol Rational/additional
challenge (Strategic/Policy) response mechanism benefits
Limited capacit Ensure job Supportirmg(in Financing prognares for  Increases regional
ofsmaller and opportunities acro particular older firms ICT investment, innovati productivity
older firms larger/newer and and SMEs)ith specific business models,
adopt new smaller/older firms R&D, technology management training,
technologies adopbn, and partnership programs
and to adapt to internationsdition between SMEs and
a changing Support new firms wit  universities/research
employment businesglevelopment ~Centres
environment and innovation
Encourage knowledge Cluster policies, digital ~Knowledgspilt
exchange and innovation hubs, strateg overs

cooperation between
larger and/or newer
firms with smaller and
older firms

dialogue between indust
and universities

Intraand inter
regional
disparities in
adaptingp a
changing
employment
environment

Ensure job
opportunities acro
territories

Foster the integration
migrants, disabled
people and women in
thelaboumarket
Encourage knowledge
exchange and
cooperation through
industry clusters and
collaboration/network
platforms

Cluster policies,
partnerships between
strategic and
disadvantaged regions,
publieprivate partnership

Retains human
capital andttracts
firms

Crosdgndustry
innovation

Skillsgap
between the
currentabour
force skilbase
and skills
necessarfpor
industrial
transition

Ensuresupply of
appropriate skills t
fill new job
opportunities

Upgrade the skills
of lowand middie
skilled workers

Protect vulnerable
workers during the
period of industria
transition

Map regions, industrie
and skills to identify
matches and
mismatches

Consistently implemel
and support training a
upskilling programs

Support logkilled and
older workers through
active laho policies

Prospective awsis by
panels of experts, effect
communication of finding
to relevant audiences,
centres de compétences
Scholarships, facilitated
loans, grants for
apprenticeship
programmes, vocational
education schemes; life
long learning prograes
Modular learning, figmie,
elearning platforms
Social protection
measures, industry
transition arrangements,
collectivergargation and
bargaining

Informs policy
making

Workers gain highly
speciated
competencies
needed by firms
Greater jokelated
welbeing and
satisfaction

Allows workers to
adapt to new forms
employment
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Financing the  Ensure sufficient  Supporfiraditional Facilitates access ti
transition to job and wellargeted  sectors to adjust to ne and benefit from
of the future financing and technologies global value chains
investment Encourage the creatic Investment incentive Creates an attractiv
of start ups policies, venture capital, innovative eco
micrecredit, loans, system
incubators in schools an
universities

Implement effective  Regulatory frameworks 1

multievel financial anc give preferential treatme

pedagogical incentive for public procurement
contractors to employers
agreeing to train
apprenticefunding
universities to offer
appropriate training
progammes for indemand
skills
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Chapter2Br oadening I nnovation and | nnc

Introduction

48. Building, supporting and promoting the innovation potential among firms of all
sizes is one way to improve productivity outcorheskey priority for regions in industrial
transition. Yet, these regions can face particular barriers to improving produtiidtigh
innovation, including insufficient institutional capacity, fragile industrial links and/or an
unsuitably or low-skilled workforce. They can find it difficult to attract the investment
levels necessary to encourage innovation or to foommerciaresearch structures and
promotefirms that could contribute to industrial modernisatiBaradoxically, regions in
industrial transition, including some in thishort, may be home to firms at the national or
European technology frontier, yet their firm ecosystem has difficulty with innovation take
up and diffusion.Given these challenges, i essentiathat regional innovation policy
focuses on not only cuttirgdge, frontier innovation, but also on the adoption of processes
or technologies that already exist. To this end, regional innovation policy and smart
specialisation strategies could taBemore active role in encouraging and facilitating
innovation throug the diffusion

49. This chapter shares insight into recent OECD thinking on innovation, the need to
broaden its definition and drivers for its di!?
area, and provides a series of potential policy levers thddl ¢elp regions in industrial

transition advance with their innovation objectives.

OECD insights on broadening innovation and the experience of Cohort 1 regions

50. Innovation can yield positive returns dwuman, physical and knowledgased

capital by incrasing aggregate incomes and raising living standdrafgvation also

contribuesto the process of creative destruction in the econdhyle this can result ijob

displacement and the reallocation of labour and capital within the ecoitarag also bing

new opportunities, enhance incomes and create new fjysroaching innovation in new

waysi for example byapplyinga broader definition and supporting its diffusiooan help

regions take advantage of its benefits. Shifting policy approachesotainm are currently

underway in OECD countries and regions as they strive to boost productivity. One motor for

success is an enabling environment, and a second is attention to thégsede
characteristics of a regionds innovation poten

Taking a lroader perspective of what innovation means

51. Innovation is most ofteassociatd with R&Dandtechnological change. However,
for policy makers to fully exploit the potential of innovation as a source of growth,

5 OECD work indicates that most ngob creation comes from young firms (less than five years Glig¢uolo
et al, 2014).
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expandinghe definition of R&D and technologal change appears to be fundamefiak
2.1) (OECD, 2018a)

Box 2.1. Unpacking innovationi broadening how innovation is understood

A broader understanding of innovation can help policy makers expand itstjmpale
also contributing to other policy concerns, such as sustainability, inclusiveness and socig
issues. Key elements supporting a broader understanding of innovation include:

1 Innovation as concept spanning the whole chain of knowledge produation fr
fundamental research to market launch;

T A 6systemic understandingé of innova
of the cooperation and interaction of a multitude of various actors;

1 A notion of innovation policy that is not restricted to qating innovation as an
end in itself, or for purely economic motives, but that considers innovation as an
important tool in overcoming major societal challenges;

9 A broad understanding of innovation policy, which extends beyond traditional
science and témology policy, embracing education as well as other directly
relevant sectorial policies and indirectly related socioeconomic policies in
addressing major global challenges such as climate change, health or biodiversity

9 Exploring the links between R&Dnd norR&D routines and activities in firms.

9 Greater attention to public sector and social innovation

Source OECD (2018bu npubl i shed) , AOECD Experience on Br
Di ffusiono, Scoping Paper 1F1@ AprlPGEED Palise ar ni ng Wor k

Supporti-mgdédémoxefl i nnovati on

Empirical studies find thainvesting in noFR&D innovation activities produces spill
overs, such as increased systems efficiemoyrelats with the economic value of
innovation, and is coplementary to R&D (Figur@.1) (OECD, 2018a) Significantly,
complementarities between n®&D and R&D innovation suggest that n&&D
innovation can be a stepphsgpne to more systematic and more valuable R&D (Pontikakis,
2018) This finding becomes pactlarly relevant for regions or firms with limited R&D
capacity or resources to support R&D growth
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Figure 2.1. The overlap and differences between R&D and other innovation activities

Mechanical/technical adaptation to firms enviornment

Routine machinery/structure installation,
maintenance, and repair
Routine development of software
Functional design of new machinery
Engineering
Data collection, e.g. sensors Application of design principles to research projects
IT Design
B Software Routine design

evelopment; activities,

Hardware R&D e.g. seasonal fashion

adaption refresh

‘\ Social and other research methods with
potential applications to design
Data management and analysis
Basic Research \
Appli ed Research Market research for new product design
Training Marketing

Adoption of Branding;
productivity Marketing

enhancing Campaigns

pmcnses

Management

Training researchers; lab technicians Applying social sciences methods to understand demand

Incentives; Objectives; Monitoring

Training R&D Managers

New business models

Source Pontikakis, D (2018, forthcoming), #d@ln

it.o Unpublished draft working paper. European Commi ssi
adapted fronGalindoRueda, F. and VaswWiildi@tDdg 2i0dib)andOded s Rol e in |
Science, Technology and Industry Working Papers, 2015/@ECD Publishing, Paris
http://dx.doi.org/10.1787/5js7p6lj6zefh

| novation: what it i s,

52. I nnovation strategies that ar geB&8 ounded in
and norRR&D driven) can better capture the value that innovation offers (OECD, 2018b).
Such strategies support the R&D dimension and promote associated product and process
innovations, without ignoring the value of new marketing or organisation methods. It should
be noted that the relationship is somewhat circular as new organisational methods can
facilitate the introduction of a new production processes or new products, wednich
eventually lead to additional developments in organisational methods, etc. (OECD, 2018e).
This possibility applies to both large and small firms. Despite this, evidence indicates that
large firms are more likely than SMEs to introduce at least onevattion in a referenced

time period, and are also more likely to introdumanto-market product innovations
(OECD, 2018a)

53. A broader definitonb i nnovati on can generate a serie
should be considered when designing an innovaiaicy (OECD, 2018a)These include

how to localise R&D and science to push forward change and create value; how to encourage
innovation; how to shift demand and reduce cost; how to use existing knowledge in new

ways and generate new knowledge; and hownémage the uncertainty associated with

promoting innovation, as outcomes are never guaraiit@efdctor that affects investment

and investment potential.
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Diffusing innovation to better support regional productivity and development

54, The extent to whichednology and knowledge are generated and diffused in an
economy largely determines comparative advantage and hence, economic perfdfitiance
means that engaging companies not close to the technology frontier and paying attention to
the demand side is dgal. Increasingly, governments are focusing on innovation and
technology diffusion as keys to reviving productivity growth. The ability of firms to change
or adapt, and of workers to obtain and hone n
ability to absorb innovation and exploit new technologies and opportunities. There are
indications that firms and industriesising advanced technologies ardemonstrating
innovative behaviour have aboeagerage productivity and employment growth (OECD,
2015) From apolicy perspective, this highlights a need for regions in industrial transition

to help firmsconnect more easily with different channels of innovation diffusion.

The spatial dimension to innovation diffusion

55. The spatial dimension to innovation diffusi@ppears tobe a fundamental
challenge in the cohqrtvith a particular need to ensure innovation is more evenly diffused
across the territory. This can lexacerbatedy territorial disparitiesfor example in
education (including the concentration of amait institutions) or GDRAN Slovenia, there

is a difference in innovation capacity between the eastern and western parts of the country,
with the east needing support in catching up to the (@B8CD, 2018e)In Saxony, the
territorial disparities manif# in innovation potential measured by the number and
distribution of universities or neaniversity research centres, as well as the percentage share
of companies with continuous R&D activities (Freist8athsen, 2018Hautsde-France

has difficulty spreading innovation beyond its cities, which may be compounded by intra
regional territorial disparities in terms of industrial profiles, GDP levels, universities, etc.
(OEDC, 2018e)Creating or optimising derritorial network of innovation support for
greater diffusion is simultaneously a policy option and policy challenge for the region.
Meanwhile, hnovation diffusion in NorttMiddle Sweden faces similar challenges to Hauts
de-France regarding territorial disparities, but with contextual differeridere territorial
disparities are interegional,arising from anoutward migration of firm headquarters to
larger metropolitan areas and the outsourcing of R&D capabilities. Being a large territory
and havindow population density are contextual, conttibg factors. The result, however,

is similar: a series of spatial gaps in innov.
which does not support the even diffusion of innovation across the territory.

56. The tendency to concentrate laigmgale innovatin investment (e.g. national or
Europearevel research institutes) in leading areas can be a result of and simultaneously
sharperintra- and intefregional disparities. Underlying this is an issue of critical mass, in
terms of terri tpopulptidrsdensiiy,ara firm demgitya. brairtsufficient
numberpeople or firms in the territory to sustain investment outside leading &resasesult

can be gaps in centres of innovation, and | ea
into a sjral of decline as innovators move to places with greater innovation activity, further
weakening the aredVith respect to firmsin regions wherd¢he business ecgystem is
populated bysmallSMEs, there may be insufficient scale (mass) within a busioess
industry to actively support greater innovation. Overall, the situation represents a-double
edged sword for firms and regional policy makers. For a firm, if it does not innovate it may
not remain competitive and can either stagnate or disappear. fegioa in industrial
transition, limited innovation can translate into limited change, which foreshadows limited
growth.

PEER LEARNINGAMONG REGIONS IN INDUSTRIA. TRANSITION © OECD2018



CHAPTER TITLE b 31

57. Creating opportunities for knowledge exchange and building networks seems to be

key for innovation diffusion To this effect, cohort picipants use a variety of mechanisms

to foster it. Innovation clusters, innovation parks, competence centres and competitive poles

are al/l popular, and form part of the cohort és
example, by the innovatiopark network in Hautde-France with its eight centres;
Piemonteds sevéen Stakemgdsc|Cosmtpernrsence -Centres |
industry innovation; and Walloniads competitiyv
R&D support, investment, imovation and internationalisatioHautsde-France, 2018;

Piemonte, 2018Freistaat Sachse2018 Wallonia, 2018) These mechanisms, however,

can take time to bear fruit, and so the challenge is balancing these witbfteoisy short

term impact aswell. Supporting innovation education and collaboration platforms for

learning and research may be valuable in the short (and long) tesis @hiapproach taken

by NorthMiddle Sweden, helping bring those with diverse competences together to identify

new ®lutions to current or potential problems. Supporting collaborative R&D projects

among firms associated with a cluster, and collaboration among university researchers and

firms as seen in Piemonte, can promote technology transfer and bring together diverse

innovation actors, including universities, SMEs, service providers and others.

58. Moving forward, cohort regions identified a variety of needs, including educating
firms on ways to innovate (e.g. open innovation, design thinking, etc.) and to move beyond
a technology focus; better utilising research infrastructure; reinforcing innovation skills and
an innovation culture; applying a holistic perspective to innovation; and broadening the
market perspective (greater internationalisatidn). better factor in deographic, firm
ecosystem, education, or resource capacity nuances, ensuring that innovation policies are
truly regional in their approacthould be given serious consideration.

Shifting the innovation policy perspective

59. OECD countries are shifting away fmoinnovation based predominately on R&D
activity towards a more diverse definition and broader innovation appfGasbD, 2018a)
Evidence of this is groundéa changes in innovation objectives, forms of innovation, actors
involved, and instruments used. For example, there is growing interest in the direction of
innovation rather than in its rate. In other words, it is becoming less a question of how many
stat-ups there are and more a question of whether theugtarare fulfilling an economic
objective (OECD, 2018e) There is also a move towards more open or user driven
innovation, as well as knowledge diffusion, not just knowledge creation.

60. Industrial polcy is also evolving, encompassing innovation policy, smart
specialisation, and contributing to the business environment and its activities. Actors are
shifting, too. Traditionally led by national ministriganovation policy now sees greater
regionallevd involvement, for example through regional development agencies,
subnational government collaboration with local universities and companies, and more
actively engaged citizens. Finally, the instruments used to support innovation are also
adapting, movindgrom the supply side to the demand side. For example;gidetws are

being introduced, there is increased support to targeted groups (e.g. lagging companies),
financing mechanisms are expanding to include grants as well as tax incentives, policy
supporive procurement is taking hold, and more private sector funding is underway.
Reliance on competitive and cooperative mechanisms, such as science funding, networks,
clusters, platforms and PPPs, is also on the rise, as is the digitalisation of innoJaties. po

6 These clusters are: Mesafsmart Products and Manufacturing; Cgreg@reen Chemistry and Advanced
materials; Clever Energy and Clean Technology; ICT; Agrifood; Poinitekextile; Biopmed Life Sciences.
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All of these shifts underscore the mifliceted nature of innovation and innovation policy,
and highlight the need for an attractive innovationggziem.

61. Creating such an eexystem depends on bringing multiple and diverse actas (e
regional government, public organisations, universities, science parks, clusters, firms,
incubators, etcfogether to take aimtegrated and wholef-government approach to policy
design and implementatio@iven the wide range alectors that interact with innavan, it

is important to ensuralignment between innovation policy and other relevant policy sectors.
This is importanhot only at the national level (i.e. among line ministries), but also between
the central government and regional and local authqrgiese it is at the subnational level

is where innovation activities are most often carried out. The role of the regulatory
environment is a critical framework component for supporting innovation since the degree
or intensity of regulation can vary by secand affect innovation and its diffusion.

62. The governments in this cohort are clear on the need for a-stakeholder,
integrated approach to industriednsition and innovation policy. They find, however, that
stakeholder coordination can be a olafje and incentive mechanisms to encourage
exchange may be limited

Measuring innovation to support evidence bases

63. One large challenge in innovation policy, and an issue keenly felt by this cohort, is
the difficulty in measuring and evaluating innovati@®cause innovation and innovation
policy operate in a complex, dynamic and uncertain environment, a commitment to
monitoring and evaluation of policies is fundamental. It can be a question of measurement
systems and techniques, and it can also be a questmf t i me . For exampl e,
Country has been gradually implementing its monitoring and evaluation system. In 2012, it
began monitoring and evaluating results by trying to unite different inputs and assess a
programmeds c ont inputboutput anah impact indicata(@ysén, 2018)
Resources and results are monitored, and companies are regularly surveyed to determine
whether input indicators are clear, and on expected output. Only after three years did the
Basque regional authoritiésr innovation begin to ask for results and with this information

they then were able to begin measuring impact (Figue While it is difficult to change

the time dimension, it is possible to streamline the measurement approach. For example, the
Basquesystem focuses on indicators to measure two specific objectives linked to their
industrial and innovation policy: increasing employment and supporting internationalisation
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Figure 2.2. Monitoring system indicators for R&D funding programmes
in Spainbés Basque Country

Results Impact
Type of indicator Resources Mobilised (achieved by projects (achieved when results
end) are put to use)
A\
Programmes supporting New knowledge + Knowledge transfer to
RVCTI e Subsidy granted Patents companies
Publications

¢ R&D expenditure
¢ Number of supported

: Employment in R&D
Other —
- researchers;

- projects: .
-companies
e Establishing partners e  Scientific- e Employment
e  Other technological results e Turnover
(i.e. new or improved o i_nternatimlalisation\

Programmes supporting products/processes)
companies s Improvements to
R&D Capacity

Source Adapted from OyonC.( 2018) , i PCT I : ABSide®t KpkdalisatidnOsgabegy oriented to
boostEconomicandSu st ai nabl e, POnenWwarnt Prgsentation for tReer Learningn Industrial
Transition Regions Workshop: Broadening Innovation and Innovation Diffusion, presented by Mario
Cervantes, 112 April, 2018, Lille,France

This question of how to better measure innovation was a key concern fooltbs.
Currently, measement tools generally focus on R&D levels, which are unlikely to capture
activity and results from neR&D innovation and thus are less able to support a broader
approach to innovation policy (OECD, 2018¢e) .
Bagjue Country, regions may want to consider developing innovation programme reviews
where there is a qualitative and quantitative evaluation of specific programme initiatives in
terms of cost (value for money), results, and return on investment. This tgpelaédtion

could be tested with a limited number of initiativiesspecially experiments and pildats
associated with smart specialisation strategies in order to determine what can and cannot
be assessed, and how much information this type of assessmedéep policy makers. In

other words, is the information sufficient to determine what is working with the
programme, what might need adjustment, and how can programme funding be better
managed (e.g. increase, decrease, desist, etc.)? At the same thitieitgea how long it

can take for innovation policies and programmes to yield results should be considered as
well.

The role of regional governments in redefining innovation and innovation policy

64. Regional governments have an active role to play in érgsthat their governance,
policy and productive environments suppaltforms ofinnovation To this end, the OECD
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identified a set of five policy principles and a series of characteristics that support an
enabling environment for innovation (Box 2.2)

Box 2.2. OECD principles and characteristics of an enabling environment for innovation

The OECD Innovation Strategy identifies five policy principles and four characteristics of
an enabling environment for innovation that can help guide policy makers as they think
through innovation policies and programming.

Innovation policy principles

1. Empowering people to innovate;

2. Unleashing innovation in firms;

3. Creating and applying knowledge;

4. Applying innovation to address global and social challenges;

5. Improving the governance and measurement of innovation policies

Characteristics of an enabling enironment for innovation

9 A skilled workforcé one that has the knowledge and skills to generate new ideas
and technologies, to bring them to the market, and to adapt to technological change
across society.

1 A sound business environmérdne that encourag investment in technology and
knowledgebased capital, and that also enables innovative firms to experiment with
new ideas, technologies and business models, helping them to grow, increase the
market share and reach scale.

1 A strong and efficient systefor knowledge creation and diffusi®none that
engages in the systematic pursuit of fundamental knowledge, and that diffuses thi
knowledge throughout society through a range of mechanisms, including human
resources, technology transfer and the establkisit of knowledge markets.

1 Policies that encourage firms, and consumers, to engage in innovation and
entrepreneurial activityi more targeted innovation policies that can help
strengthen markets for innovation, and focus policy on specific challenges and
opportunities, e.g. green growth, including at the regional or local level. Moreover,
well-informed, dynamic engaged and skilled consumers are important for
innovation, and their role can be facilitated by specific consumer policies.

Source OECD (2010),The OECD Innovation Strategéetting a Head Start on TomorrowDECD
Publishing, Parishttp://dx.doi.org/10.1787/97892640834&8A

65. Government can also help make innovation more concrete and praktiegional

level map of mnovation types, systems, actors, etc., can help policy makers gain a clear
understanding of the current state of innovation and innovation policy in theéorgrwhile

helping identify where innovation can or should go in the future. Such mapping is also
valuable for clarifying and understanding policy options, and can support prioritising
innovation in regional development strategies and policies. Given ¢bavening and
coordinating power, all levels of government, and especially regional governments, are well
positioned to design and/or promote programmes that help large firms engage with smaller
ones. Smart specialisation strategies bring together amtorsnstruments, and can build

links with other national policies. Part of the solution lies in thinking about innovation both
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as a creative process and as a functional one. Another part of it lies in understanding the
regionds i nnovatnidord imeme dsy,naace raci tSypai nds Basqqgl
helps illustrate how a strategic and sequential regional policy approach that incorporates

innovation into industrial policy can support meeting development objectives (Box 2.3).

Box 2.3. How regional governments can design and implement innovation policy for
territorial development: Spainds B

Over the past 40 years, the Basque government has developed and implemented
industrial and competitiveess policies as part of a broader regional development strategy.
It adopted a fouphase industrial policy, beginning with the creation of a specific scientific
research and technology network with 4 000 researchers that belong to a privatefiton
systemi thus generating the supply. The second phase (launched in the 1990s) focused
demand by fostering and supporting clusters, using for example cluster collaboratior
schemes. The third phase went into specialisation, as a natural extension oftthg exi
policy. The fourth phase, to be implemented post 2020, looks to complement a top dow
dimension where, for example, horizontal and vertical priorities, objectives and the
governance elements are established, with a bottom up component that hdisddenti
priorities for specialisation.

The Basque model uses steering groups as an implementation mechanism, and relies o
large and varied number of actors and stakeholders, ranging from the government and t
regional development the regional busines&ttgpment agency (SRPI), to steering groups
for implementation, company clusters, science and technology players, SMEs, and leadir]
companies. Often the level of involvement of these various actors has depended on tH
strategyds i mpl ealg mriowton molcy iptheaBasgue Caintry hab
al ways been part of a broader industri a
development strategy. Policy implementation also relies on a combination of private
(59%), government (35%)nd international (6%) funding

SourceOyon C.( 2018), APCTI:AEmBS ghaclisatienGttaegy oriented to b&astnomic
andSust ai nabl e, PowerPant Rvegemtatiort fay theer Learning in Industrial Transition Regions
Workshop: Boadening Innovation and Innovation Diffusion, presented by Mario Cervantds} April,
2018, Lille,France

66. There is also a strong regional dimension to innovation finaneinigh represents
some challenges for the cohort. Overalhhphasis appears t@ Iplaced on funding &
oriented projectsather than on neR&D activities In addition, where R&D investment is
insufficiently coordnated the effectiveness of the investment can be limited.

67. Regional governments need sufficient financial capacity r@sdurces to help
foster, broaden and diffuse innovation, togetivéh an appropriate level of autonomy to
ensure that the use of funds reflects their regional innovation priorities and needs. To support
this, in addition to the benefits offered by EU dgn for example through the European
Regional Development Fund (ERDF), regions may need to innovate and broaden their own
financing mechanisms. At national levels, the OECD has observed changes with respect to
instruments for innovation financing, primaria shift from the supply side to the demand
side. This is illustrated by an increase in government support to targeted groutEgging
companies), and an expanded menu of financing mechanisms, including grants, tax
incentives, policy supportive pro@ment, and more private sector funding. The use of
cooperative and competitive financing tools, such as science funding, networks, clusters,
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platforms, PPPs and dmancing (often in association with EU funds), is also on the rise.

Through ERDF cdinanced projects, Wallonia haactively emphasised financing tools as

part of its innovation approach (Box 2.4).1 t i mat el vy, a regionds cap
innovation reflects its ability to help firms acquire the resources to innovate: these are two

sides of he same coin.

Box 2.4. Using cafinancing to support innovation financing in Wallonia

Wallonia facilitates financing for innovative prodtdiiven activity, targeting SMEs and
entrepreneurs while also supportoter policy objectives with an innovation component,
such as energy and climate.

Through ERDF funds, Wallonia was allocated an EUR 50 million budget for EasyUp,

which offers subordinated | oans for dcl
final stages of new product development. A maximum of EUR 500 000 may be allotted tg
any given project, and can cover a maxi

To date, EasyUp has financed 187 projects.

Similar to EasyUp, EasyGreen fundsigtitves that reduce CO2 emissions through energy
efficiency (e.g. production processes, heating, insulation materials, etc.) and renewab
energy production systems. Wal | oni ads
disbursed in the form of loans or eyyparticipation

SourceWallonia( 2018, wunpublished), fAWall oniado, Power Poi
Transition Regions Workshop: Broadening Innovation and Innovation Diffusiof31&pril, 2018, Lille,
France.

New ways to thinkabout and build productivity

68. Overall productivity growth comes from at least from two sets of sources: countries
where productivity gaps are being narrowetdtiving up productivity growth, and countries
where productivity leaders are pushing growth uplsawithout significant contributions
from other (norleader) regions. What is increasingly evident from this dynamic is that in
frontier regions or places where firms pull away from the pack inequality is increasing
compared to those regions where groedpacity is more evenly spread (OECD, 2018c).

69. Supporting the proper functioning of cities, and promoting the development of
tradable sectors are two dimensions that can help close productivity gaps, and are areas
where nationaland subnationdkevel policy makers have considerable leveréd@&CD,
2018c) Well-functioning cities areftenhome to knowledgintensive (traded) sectors, have
markets large enough to support economic diversity and dynamism including with respect
to labour market options, andntk to benefit from agglomeration economi¢©ECD,
2018c) This territorial dimension, particularly with respect to urban agglomerations is
fundamental, and is a factor this cohort grapples with. For exaiplésde-Francehas
difficulty ensuring that té full territory is participating in an innovation process, as currently
innovation tends to be centred or clustered in cisanwhile, tradable sectors can offer
strong links to other regions and global markets but face competiitbare highly expes!

7 If well managed, the is evidence indicating that spillovers from agglomeration economies can extend out by
up to 300 kilometres.
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to market shifts and shocks. To counter this, supporting their capacity to be innovative, open
and forwardooking is critical. (OECD, 2018c).

70. Three particularly relevant regioni@vel policy levers can help address the
productivity gap and which link to innovation capacity. The first is public investment. This
has dropped since preisis levels and has not quite recovered. Taking an innovative
approach to financing subnational public investment, including through green investment
and climate financing. The second is structural reform with complementary policies at the
local level, and the third is effective muléivel governance practices atedritorial reforms.

This can include integrated, strategic regional development planning, increased subnational
scale, more subnational resources (human, financial and infrastructure), and appropriate
levels of subnational autonomy in management, admatish and fiscal matters.
Diversifying regional economies is important for closing productivity gaps, and especially
effective when regional endowments are nurtured. Specialised regions are more productive
and diversified regions grow faster, thus idetiff and building on local strengthens can

also help. Helping regions in industrial transition overcome their productivity challenges
may also depend on building regional specialisation and diversification as these attributes
can lead to greater productiviand faster growth. This means, on the one hand, supporting
firms and creating an enabling environment for innovation, and no the other investing in and
|l everaging t he riehgir skillspcapadiiesramdrsocial agpitalt(@QEHCD,
2018c).

Additional themes in the innovation discussion: skills, intangibles and networks

71. There are direct and indirect inhibitors to ensuring that innovétionall of its
definitions and formats is sufficiently diffused. Among the direct obstacles are inseffici
resources, knowledge, and skills, to support and promote innovation, and Gapsedtyto
adopt innovations when they appear. Among the indirect obstaakerently harder for
regions to influencé are the question of time or speed, a need rfeatgr rather than less
openness, and cultural norms that do not support risk taking or change.

Ensuring innovation skills and adoption capacity

72. Institutions, research teams and individuals all innovate. The capacities and skills
needed, however, may vabased on what or who is doing the innovating. Firms require
solid capacities in terms of financial and human capital, framework conditions (e.g.
regulations and laws that support innovation) and appropriate infrastructure. Research teams
and individuals wi require the same, together with the necessary soft skill set formed by
education and experience, as well as sufficient opportunity to nurture new ideas.

73. The enterprise ecosystem éohort 1 regions is generally dominated by SMEs,
which, as previously ried, are less likely to introduce a new innovation or-tewarket
product innovations than large firms. This finding can explain remarks that their SMEs
demonstrate limited innovation leve{®ECD, 2018e) This may be due to a limited
understanding or di@ition of innovation including by executive management, low levels of
R&D, and insufficient or insufficiently trained staff to assist or lead in innovation transition
or adoption. The question of tertiary education levels, examined in the previous,anagte
also be a factor, particularly with respect to the last point.

74. The cohort idighly focused on building innovation capacity among its firms. This
is an aim in Piemonte, as well as in Wallonia, veheighpotential SMEs are proactively
accompanied bthe governmenfOECD, 2018e)The question of capacity may also be one
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of the drivers in the Hautde-France experience. Here innovation has often been in the hands

of a few Aindustrial championso and the innov
including SMEs, is not being realised. This could be rooted in the limited capacity of the
regionds firms to |l aunch innovative projects

limited capacity to manage innovation at the executive levels (OECD, 2018d)

75. Limited innovation education and innovation marketing are other contributing
factors. The needtomakeur e t hat the right #dAinnovation ski
the Cohort, as without such skills the innovation capacity of firms can be constrained. To

counter this, Piemonte has introduced a group of seven techsfolugged institutes to

ensur e t he regionos popul ati on i s sufficien
technologicallydriven economic environment. The private sector actively particijrathe

programme, contributing to the curricula design and teaching cotirgd®6 of the

instructors come directly from industrfQECD, 2018

76. The cohort identified the problems relating to innovation capacity within their SME
ecosystem, and highlightesbme of the tools they are using to address this, such as
Pi emont eds t ec hn e@arliergchsteis,nand the tuse tofenew, techmoldgiesd
For example, in North Middle Sweden there are some early initiatives to introduce firms to
new technologig, including digital technologies, particularly as research indicated that 70
75% of the regionbés SMEs acknowledged a need t
to do so(OECD, 2018c) Despitethis, there appear to be fewer tools that clearly promote
capacity building in notR&D innovation and that support innovatiadoption.Success in
innovation and innovation diffusion certainly requires knowledge transfer, networks, skills
and education. Yet, it also requires a business, academic and polioynememt that is
conducive to attracting and retaining talent that innovates, and ensuring that innovative
companies, including SMEs, develop in a sustainable way. Here is where policy makers, and
a crosssector or integrated approach to policy making feroiration become critical
innovation policy, including smart specialisation strategies, must work with industrial
policy, as well as with education and skills policy, finance strategies, and broader regional
development planning. Ultimately, in order tmmote innovation and its adoption, not only
must firms and individuals be innovative, but public authorities as well

Addressing the intangibles: speed, openness and culture

77. Il nnovation can often be pétoueateprodute, as a Ar a
andlaunchbef ore the idea is no | onger finewo0. Spee
sector. In sectors where the innovation rate is exponential, it is easier for leading frontier

companies to monopolise the market. In such cases, the ¢geaiteto get companies that

are not as fast in technical innovation to be competitive innovators. One way is to support

innovation around business systems, as the complexity of an innovation can compensate for

a lack of speed. At the same timmrh a poley perspective, the issue of speed can make

thinking in the longterm more challenging given the inherent uncertainty and change that

comes with innovation.

78. The cohort also highlighted openness as an important driver of innovation. This

could be in the fan of open data for example, permitting easier access to a broad range of

inputs for innovation. It can also be openness to networking, sharing ideas and collaborative
processes (e.g. gpr oducti on) . Conversely, the current
looking inwards (regionally or nationally), rather than outwards (dsosder or globally)

for example, is countgsroductive to engendering the types of networked environments that

foster innovative thinking the knowledge circulation that supports itugtiig certain
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framework conditions may be helpful for promoting or maintaining openness, including a
broader regulatory environment and an appropriately open approach to trade. While this may
often be outsidéhe scope of regiondével intervention, it des should not inhibit building
capacity among firms to innovate and share their innovations as broadly and across as many
boundaries as possible.

79. Innovation generates change, something many people and cultures are wary of, and

SO0 citizens need time to gatcustom to innovation. At the same time, innovation is not a

spontaneous process. Placing societal value on innovative capacity can help nurture and
generate more of it, and active programmi ng t
valuable tool. like entrepreneurship, the skills that support innovative thinking and action,

and the attractiveness ahdnefits of innovation itself, may need to be taught from an early

age. Also like entrepreneurship, where not everyone is an entrepreneur, not eisayone

innovator; yet this does not diminish the possibility of instilling, early on, an openness of

spirit to innovation and innovative environments.

Building collaborative networks and the seemingly mixed results of clusters

80. Building and maximising opptunities for establishing networks to promote
knowledge exchange and collaboration among innovation actors is fundamental to
successfully broadening and diffusing innovation. One way that this cohort contributes to
network developmenis by active supporof diverse platforms that can promote better
diffusion. The effectiveness of the platforms themselves, however, appears to be mixed. For
example, clusters, a tool used by all participants in the cohort, may be good at building ties
within a sector, but natecessarily across sectors or actor type (e.g. firms, research institutes,
academia).

81. North Middle Sweden has been using cluster development and cluster policy to
build innovation capacity for more than a decade. These are considered quite successful for
increasing intefirm collaboration and helping improve firm performance, particularly
during economic downturns. However, their impact is more limited with respect to
promoting greater collaboration and building ties with research institutes, acaddmara, ot
sectors, and nemarkets QECD, 2018yl In Wallonia, cluster policy is a central component

to the regionds innovation approach. There is
deepen the participation of SMEs in collaborative innovation proj&ECD, 20184.
Clusters are also considered key to building innovation capacity in -Hedisnce,
particularly those with an international sco@ECD, 2018y Like North Middle Sweden,
Piemonte's clusters have helped build SME collaboration and supptediogy transfer

yet the policy may not be performing as well as desired, as the number of SMEs associated
with clusters is not growin@ECD, 2018yl This may be a result of limited cressctor
collaboration, as experienced by North Middle Sweden, thigt iincertain. Establishing
public/private labs may be one way to address this difficulty in building-sexdsr, cross

actor collaboration. Competence centres, such as those in Saxony may be another.

Conclusions and an initial overview of policyresponses

82. To make the most of what innovation can offer, innovation policy shoatde
limited to the supply of R&D or direct innovation suppdttshould alscstrive to support
education and capital investment that match the need of local industde=sasing their
absorptive capacity and innovative capability. Public policy can stimulate the effective
transfer of knowledge through labour mobility and collaborative networks, fostering
knowledge circulation and interactive learning. Policies in thigecd can be platforms for
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knowl edge diffusi on, e. g. based on the ide
makers acting as intermediarfeBolicy may also need to consider institutional capacity
building? as some regions lack hard institusoigood governance and political goodwill,
al | thought to be essenti al for innovation
factors, public actiortan help foster links between industries and regionalretidnal
innovation system
Table 2.1. Potential policy responses and implementation mechanisms for broadening
innovation and innovation diffusion
Policy Objective Possible policy . POtent'aI. Rationale/additional
challenges  (Strategic/Policy) response |mplemen_tat|on benefits
y medanism
Intraand More een diffusion Encouragknowledge Regiondevel cluster Increase in productivi
interregional of innovation acros exchange through policies and/or cluster
territorial territories innovation clusters and collaboration schemes
diSparities in collaboration/network Financial support to Cross'ndustry
innovation platforms (e.g. betweer collaborative R&D innovation
CapaCity Iarge flrmS, SMES, projects for firms
research centres, associated with a clust
universities)
Support R&D innovatio Financial programmes Ensures access to
in structurally and investment schem innovation
disadvantaged territorie Partnerships between
strategic and
disadvantaged region:
Limited More een diffusion Support smaller firms w Financiahechanisms fc Creates an attractive
innovation  of innovation acros R&D innovation and smaller firms such as  innovation esystem
capacity for larger and smaller entrepreneurial activity grants, tax incentives fi
smaller firms firms innovative procitiven
activity, facilitated loan
incubation and
accelerator programme
Supporsmaller firms wit Training schemes for  Diversifies regional
specific skitsaining smal | er f i economies
Infornsmaller firms of  Collaboration
good innovation practic programmes between
and examples larger and smaller firm:
Evaluatéhe impact of ~ Monitoring and Supports building
financial mechanisms ¢ evaluation systems evidence bases;
training schemes for Facilitates policy,
smaller firms programme and
financing adjustment:
Changing Ensurehe right Implemergnd supportini Scholarships, or Employees gain high
nature of innovation skills an training and upskilling  apprenticeship specialized
innovation  capacity, adapted t programmes programmes competences needec
processes  the new by theecompany
technologically Ensures continuous
driven economy access to innovation
capacity
8Cooke, P. (2009) , AEconomi c devel opme Reporpforthe cy as
OECD LEED programme mi me o, and Boschma, R. A. (2009) , AEvVOI
i mplications f or r &eporofar tad OECD LEBD progranoymeimeoo | i cy 0,
9 RodriguezP 0 s e , A. (2013), fiDo i nstituRegonalsSidiesad? (7gr f or

1034 1047.
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Encouragknowledge Collaboration Knowledge spilfers
exchange between partnerships between
leading research universities/research
institutions and industry centres and industry
Acceleratthe Funding technological Effective participatior
technological transfer  transfer projects and  the changing econon
towards SMEs R&D investments environment
Strengthen and suppor Longterm governmente
leading innovation development plans for
companies highinnovatiopotential

firms

Encouragepenness to
foreign sources of
knowledge and innovat
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Chapter3Pr eparing for the Low Carbon E

Introduction

83. A historic reliance on fossil fuels shapes the way our societies work, live, and travel.
In order to move away from this reliance and toward adavibon futurethe structure of
contemporary economiesiust be reconsideredVhile the transition to a lowarbon
economy can actually be a prendition for wellbeing and economic growth, any region
undergoing such a transition incurs transition costs that need to be addresseshortthe
term in order to be able to benefit from the transition in the-teng.

84. The specific policies that can support adcarbon transition will likely vary from

one region to another as t her-arbongconomy,done si z¢
characteristic of transition exemplified by this cohort. Yet, regardless of the individual
policy, it is fundamental for actions to be rooted in loeign strategies. When weighing the
shortterm structural changes that can represent risks for alreadgrable populations,

with the economic and environmental potential of a-t@rbon transition, carefully
designing policies that can harness benefits and limit downsides to a fair transition becomes
imperative. Several core climapelicy characteristicsra needed in order to achieve climate
goals, including: stable and predictable climate policies; a strong price on carbon in order to
make lowcarbon investment competitive; strong regulatory support, and targeted policies
for low-carbon innovationfor example, higher R&D investment and aligning innovation
frameworks with the emergence of low carbon technology.

85. This chapter focuses on the opportunities and challenges associated with
transitioning to a low carbon economy, and what this represents to irt gatticipants. It
includes OECD insights on the topic, highlights practices in the cohort, and provides an
initial overview of policy responses.

OECD insights on a lowcarbon transition and the experience of Cohort 1 regions

86. Investing in a climate ageadand transitioning to a loaarbon economy has a

positive impact on economic growth (OECD, Z@) offering opportunities for national and

subnational governments in terms of maeconomic effects, addressing structural

inequalities particularly at theohsehold level, and engendering infrastructure and

infrastructure investment. The pathway to a Jewission future however, will differ

according to the starting point of each by region and country. These starting points may vary
depending onthe carbortie nsi ty of a nationébés energy supply
and the countryds energy mix, as well as on
development.

87. The lowcarbon challenge confronts both national and subnational governments.
However, particulaconsideration should be given to the role of the regional and locad level

as it is here were international agreements and national level policies are often implemented,
and where a significant amouat public investmentakes place. Preliminary estimate
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indicate thatduring the period between 2000 and 2@1&0 OECD countries, cities and
regions were responsible for 64% of public investment in selected sectors that have a direct
implication on climatechange (OECD, 20H}. Giventhe differences in tersnof starting

points, and implementation capacities ensuring a just or fair transition is fundamental (Box
3.1).

Box 3.1. An OECD checklist for a just transition

In order to ensure a just (fair) lewarbon transition, all levels of government need the
proper tools to develop integrated and coherent policies. In particular, consistency betwee
climate, social, and economic goals is crucial for a successful tranditie OECD has
identified a series of actions to help guide a just transition, including:

1. Political and corporate commitmen®btain a clear commitment from the public
and private sector to achieve a common vision and objective and provide funding
for the transition.

2. Develop longterm strategiesDevelop a longerm strategy to implement lew
emission pathways that goes beyond electoral cycles. Aidonystrategy can also
identify the communities and assets put at risk due to the transition beforseadver
effects occur, and ideally identify mechanisms to mitigate the impact.

3. Look at policy effectddentify the impact of policies on the population and on the
private sector in the short and long term, and across administrative boundaries. Th
effects of bw-carbon policies go beyond city and regional limits, so the
implementation of a functional approach to territory is important.

4. Integrate approaches to implementati@msure policy alignment between sectoral
policies (e.g. energy and environment).

5. Align policies between levels of governme@early define implementation
responsibilities and actions, in accordance with competencies.

6. Stakeholder participatiarDevelop vision documents and loteym strategies with
the participation of key stakeholders,cluding trade unions, individual
communities, private sector, other government levels and entities, etc. There shoul
be an active social dialogue regarding the transition.

7. Monitoring and reportingReport on and measure the impact of the strategy, and
review it accordingly

Source Adapted from OECD (201, Policy Coherence for Sustainable Development 2017: Eradicating
Poverty and Promoting Prosperity: Building blocks for coherent implementation of the Sustainable
Development Goal©OECD PublishingParis, http://dx.doi.org/10.1787/978926427 2%#én

The macreeconomic effect: balancing shotterm interests and long term gains

88. The macreeconomic effects of the lowarbon transition must be considetaking

a short and longterm perspective. In the short term, combining climate action and economic
reforms can lead to an increase in GDP of abouiMé&échal, 2018)The shorterm positive
impact on growth coming from additional investment in infrastructndegaeen innovation
could be offset, however, by a shtetm rise in energy prices for households and industries.
The result can be a net neutral impact on GDP in the-&ront In the longerm, however

(i.e. to 2050), the growth effect is estimated&a 3% increase in GOMarchal, 2018)
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This estimate does not take into account economic disruption linked to climate impact. In
the future, climate change will cause extreme weather events to be more regular, and their
effects, for example lower agri¢utal yields, need to be taken into consideration. In the
shortterm, economic and environmental interests may not align, but in theédongow
carbon transition can go haitthand with growth. The experience in NoRlhine
Westphalia illustrates thigension and highlights the balance between the economic and
environmental considerations behind toarbon transitions (Box¥.2). In some cases,
economic and environmental drivers may align to drive the transition in regions,
necessitating careful policyaking in order to facilitate the process for workers. In other
cases, tradeffs between environmental goals and economic opportunities may be
necessary, and which could lead to uncertainty concerning the timing and outcome-of a low
carbon transition

Box 3.2. Keys to a successful lovearbon transition: North -Rhine Westphalia

NorthRhi n e Westphali a i s one of Ger many
approximately 18 million; GDP EUR 670 billion). Highly indusiised and with a
historical dependence on lignite and hard coal mining, it is home to the Ruhr Valley, wheré
the phaseut of hard coal mining is considered a generally successful example of a low
carbon transition.

NorthRhi ne We st p h al lecs theintesplapbetwaemrtwoodavers of thedow
carbon transition: economic and environmental concerns. The driver behind the phasin
out of hard coal mining in the Ruhr Valley was economic, as low global coal prices made
it less profitable. For yearthe lack of competitiveness was supported by subsidies as hard
coal mining was a traditional structure with a strong lobby. However, the last five decadey
have seen a conscious restructuring from its coal andlxisetl specialisation to a more
diversified service economy. Measures to ensure a smooth transition for workers include
social protection, retraining, early retirement, and other-teng strategies negotiated
with key stakeholders. There have also been initiatives to regenerate the phydscaipan

of the energyntensive mining sector, with industrial sites being preserved and converted
into tourist attractions for those who want to experience the Ruhr industrial culture. One o
the | argest i ndustrial c 0 ankd afUNESCO World e s
Heritage Site. The current debate centres on lignite mining in the Rhine area. Since pows
prices are very low, environmental ambitions (i.e. meeting climate goals) would be the
primary driver for phasing out lignite mining

Source Freistaat Sachsen (2018, unpublished), t©arbon Energy Transition: A Saxon Perspective.
PowerPoint Presentation for the Peer Learning in Industrial Transition Regions Workshegatlmm
Energy Transition, 145 May, 2018, Brussels, BelgiunMarchal, Virgirie, ( 2 01 8, unperfal i s

Sucessful LowCarbon Energy Transiti@n, Scoping Paper for -15Mayr2018e ar n
OECD Paris

89. Regions are aware of the economic and new business opportunities that can be

generated through a leearbon trasition, and the impact these can have on the economy,

particularly if there is an ability to promatenovativesolutions for the low carbon transition,

and expand these across borders or sectors. -Heditsance has concentrated loelping

existing enterprises fulfil their potential as internationally competitive plajersh Middle

Swedends electric highway, now beialsgbhet est ed f
used for emergency services (OECD, 2018h) Piedmont, te Energy Centre was

established as a competence centre or think tank to provide strategic advice on energy
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policies based on the interaction between induséisearch, and public authorities, and to
promote new business venturés.Saxony, the WindNODE rpject aims to create new
markets for renewable energies by identifying flexibilities in industries and then marketing
them to make the lowarbon shift viable for companieslighlighting the business
opportunities that can be associated with ad¢awnbontransition can help build and ensure
collaboration and commitment among a broad range of actors

The structural impact: jobs and inequalities

90. It is estimated that the lewarbon transition will have a relatively small impact on
labour markets overall, wit0.3% of jobs affected in OECD countries, and 0.8% of jobs
affected in norfOECD countriesQECD, 20184l Yet, these humbers depend on the sectors
and regions in which the transition takes place. For example, the mining aneuelssil
electricity sectorgould see an estimated 8% job reduction, and this will affect men more
than wometf. Older workers are also more likely to feel the impact of a-tmsbon
transition. In light of this, current and/or new policies should target the workers most affected
in order to minimise transition costs. For example, in order to reallocate workers from the
mining and fossil fuel sectors to the construction and renewable energy sectors, which
benefit most from the losgarbon transition, it is essential to develop tail@iatls strategies

to fill the skills gap between start and destination jobs

91. There is also a geographic dimension to consider: the decentralisation of renewable
energy production compared to centralised and clustered-fossind mining industries

can kad to a disparity between the jobs lost and those created, and contribute tmihter
intra-regional inequalities, certainly in terms of GDP and income, but also in terms of
services and access to these. The structural changes that will affect tmeriadat make

clear the need to understand who will be affected by theckowon transition, and where

the alternative jobs are located. Governments must ask themselves how skill gaps can be
filled and who can fund retraining programmes or other poligksing to job transitions.

They also need to identify mechanisms to create or sustain diversified economies, as these
are more resilient in the face of change.

92. Transitioning to lowcarbon economies can have negative implications for some
regional laboumarkets. At the same time, not taking action to support transition can further
entrench structural inequalities. For example,-loeome households are more exposed to
climate risk than others, leading to a greater loss of lives and livelihoods. Thignlg ma
because loweincome households tend to concentrate in areas with higher clielated

risk as a result of property prices. The benefits of such a transition for vulnerable households
are clear in the longun. In the short run, however, policiesated to a lowcarbon agenda

may have unintended consequences, particularly for such households. Thus, it is even more
imperative to ensure a just transition.

93. Low-income and poorer households could also be disproportionately affected by
carbon pricing, asnergy and transport tend to make up a higher proportion of theirisgend
(Mcinnes, 2017) Carefully designed social policies can counteract this. For example,
recycling revenues of carbon taxes could become a powerful tool to invest in programmes
that adiress the roots of povernd inequalityLow-income populations often do not have
access to schemes associated with increasing energy efficiency, for example building
retrofits. Local or regional government programmes that facilitate access for tendnts a

10The share of male employment in higarbon sectors is higher than that of women: 97% male employment
in mining, and 77% in electricity.
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low-income households to retrofitting schemes can help make whole urban areas more
energy efficient and resilient, thus reducing energy expenditures3{Bhx

Box33.Seoul 6s Ener g yPrivate Paftrershg (PPR) FPrlogracnme

Seou| Koreais addressing the disproportional effects that climate change has en low
income families by increasing the access ofineome households to building retrofitting
schemes. The Seoul Energy Welfare Civic Fund-iasd over USD 500 000 in monetary
and inkind contributions from 34 businesses and 1 800 citizens. In addition, 17 public
buildings and 16 universities have pledged to donate the profits earned from selling th
electricity they saved in order to expamkrywelfare programmes and combat energy
poverty.

The programmehas allowed the city to install solar power panels and replace outdated
lightbulbs with LEDbulbs in many public apartments and lowome households,
lowering their fuel spending and energynsumption. The scheme also regularly recruits
underprivileged job seekers as energy consultants and welfare workers.

This initiative is an example of how subnational governments can create a more inclusiv
transition, lower energy consumption, creatmnomic opportunities and also harness
innovative financing methods

Source: C4 0 Ci t i eSeoul:( Energly. Welfare fPublRr i vat e Partnersh,ip
https://www.c40.org/awards/2036vards/profiles/116.

94. Governments often considaértroducing congestion charges as a tool to lower
carbon emissions, particularly in higlensity urban areas. However, these can raise a barrier
for low-income households living far from the city centre to access jobs. While recycling
the revenue from suctharges into improving connectivity by public transport could be
beneficial, not all public transport systems manage to connect tliedome periphery with

the urban core. At the same time, investment in the neighbourhood in the form of new
amenities,ncluding improved transport systems, may lead to an increase in housing prices,
resulting in the potential displacement of the loweome people that the amenity means

to serve. Ensuring a just transition can also help mitigate such impact, and enatee gr
inclusiveness in the transition process.

The critical role of infrastructure

95. Most carbon emissions emanate from transport, cities, and other large
infrastructure, meaning that the type of infrastructure built, or renewed, in the near future
will have a large impact on thability to achieve emission targets. To align with the-low
carbon transitiombjectives a 10% increase in infrastructure investment is needed (OECD,
2017a). This increased infrastructure spending would be more than offset bygs $avin
fossil fuel expenditure4OECD, 2018 unpublished)The key challenge in ferienting
infrastructure investments to align with the loarbon transition agenda is bridging the
infrastructure gap that already exists.

96. Infrastructure investmeiitand itsimpacti is particularly relevant for subnational

governments, as almod9% of public infrastructure investment occurs at this level (OECD,

201&). The decisions made by regions and cities regarding infrastructure are extremely
relevantand caninfluenee countryds ability to aetated eve emi s
targets. Subnational governments are also often responsible for decisions regarding land use
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planning, integrated transport planning, and buildings (construction, retrofitting, demolition)
in their territories, all of which can play a large role in the-tatbon transition.

Ensuring sufficient financing and investment

97. It is estimated that infrastructure investments must increase by 10% in order to build
the capacity needed to pursue a 4oavbon transition(OECD, 2017a) This can push
national, regional and local governments to become more innovative with climate finance
and better leverag@ivatesector support. First, developing innovative financial instruments
such as green bonds shoblde encour aged. Second, the financi
shortterm perspective should be addressed in order to move toward a system that fully
accounts for climate factorsoTaccomplish thisthe disclosure of climate risk in investor
portfolios anda better evalation of environmental assets are possibilitiesstly, public
development banks can be catalysts for climate action because of their capacity to build
knowledge and help regions develop femission plans, while allowing them to borrow at
alow rate. As the cost of capital is a key barrier in the transition, dedicating more than the
current one third of portfolios to the legarbon transition could have a large impact. The
broader investment environment has the potential to accelerateeberdés a lowcarbon
transition, and so while specific policies are important, evaluating and reconsidering the
investment environment is crucial.

98. Regions in this cohort are aware that the economic benefit of a low carbon transition
is essentially a lonterm proposition, which makes financing a particular challenge. On the
one hand there may be budget (fiscal) constraints, especially among smaller or less wealthy
subnationahuthorities. On the other, private funds may not be easily accessible, either due
to national regulations limiting borrowing by subnational authorities, due to lack of interest
among private financial institutions to invest, or to limited capacity or experience in
developing and managing PPPs.

99. There is also a question of SME capacity tlaey, too, may also face difficulties

raising capital for a lovearbontransition, highlighting the need to target financing models

to specific actor groups. Innovative financing can help foster innovation and promote a low

carbon transitionaswell. Waloni aés Easy Green project support
creates incentives for SMEs to travel down a-taxbon path (Box 3.

Box 3.4. Innovative financing for innovation and low-carbon transition in Wallonia

Easy Green is a financial tool launched in November 2017. With a budget of EUR 47
million for the whole region, its purpose is to ease innovation and energy transition
invest ment for Walloniads SMEs. The too
the information deficit on the economic and environmental benefits of investment in
renewable energies. It also serves to illustrate the opportunity presented by using a ne
form of branch agreemeiitone dedicated to SMEsas a means to manage low SME
cgpacity (a regional challenge) and improve SME sustainability.

Energy audits are an essential component of Easy Green, giving SMEs information on ho
to harness the lowarbon transition for economic and environmental gains. Undergoing
energy audits and tdining information on how to invest in renewable energy can lower
SME carbon and greenhouse gas emissions and increase resilience, thereby al
contributing to the regionbs sustainabi
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Source:Wallonia (2018, unpublishedNovalia: Financial Instrumentor Innovation and Energy Transition
in Wallonia PowerPoint Presentation for the Peer Learning in Industrial Transition Regions Workshep: Low
Carbon Energy Transition, 146 May, 2018, Brussels, Belgium

Multi -level governance: a critical component offte low carbon discussion

100. Transitioning to a lowcarbon economy presents a set of complex governance
challenges for policy makers. One of these is a capacity for policy making in multiple
temporalities and a need to balance the{iemm strategic dimensiasith shortterm action.

In other words, while the transition calls for letegm strategic thinking and poliapaking,

it also requires an ability to accommodate electoral cycles and the associated desire of
governments and other stakeholders to ke&s quickly as possiblé the results of
implemented projects. One common challenge facing this cohort is ensuring their multilevel
governance structures and practices can support regional ambitions for-carlmm
transition. These can include ensuringacti at a proper or even fi mpro
longterm strategies and shorterm priorities, ensuring an enabling environment for
change despite some framework conditions being outside of their control, and building
stakeholder engagement.

The mater of territorial scale and capacity

101. Acting and investing at the relevant territorial scale is a challenge for some
governments in the cohort. For example, in North Middle Sweden, tests for the electric
highway have been promising, yet the issues of saatk capacity were identified as
potential challenges. At the same time, small scales can also be seen as an opportunity to
support small and/or remote public administrations, whiely face similar issues as SMEs
regarding the lowcarbon transitiori i.e. limited resources, limited access to credit, and
limited attractiveness to the private sector as investment parfiaegeting support to these
municipalitiescan open uppportunities associated with creatiagstainableand low
emission municipalitiedn Piemonte, théargenumber of small public admistrations in

the territorycombined with the poor construction quality of public buildiggmerates a

huge potentialfor energy efficiencyg ai n s . This potenti al is harn
Together 202@roject that specifically targets small public administrations (Box 3.5)

Box35.Supporting energy efficiency in Piemo
Together 2020

Together 2020 is an investment prograeritmased on Public Private Partnerships and Third
Party Investment (TPI) to increase the energy efficiency of public buildings and institutions
in Piemonteds small public administrat:.

Bringing a lowcarbon approach to smaller municipalities was a ehg# for the regional
government. A lack of financial resources at the local authority level hindered municipal
authorities from undertaking infrastructure investments that could increase the energ
efficiency of public buildings and in turn save them mpori@n the public market, tirn-
tender was significant due to the need for high quality energy auditing work, and there wa|
difficulty in keeping a strong level of commitment in small public municipalities. The
relative lack of interest among companiethia call for tender by small municipalities was
another challenge, driven by municipal size and a perceived lack of critical mass.
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Thus far, the programme has been successful: 18 small municipalities have been involve
50 public buildings have undergoraergy auditing, and, without drawing on the public
budget, energgaving investments were have resulted in a 12% decrease in energy
consumption

Source: Piemonte Region (2018, unpublishedyorkshop "Low carbon energy transitonPowerPoint

Presentatiofor the Peer Learning in Industrial Transition Regions Workshop=Cavbon Energy Transition,
14-15 May, 2018, Brussels, Belgium

Taking a strategic approach and aligning actors

102.  Several cohort participants described policies in which managing the cleallieng

thelowc ar bon transition came with the opportunit
in the long term. One example comes from Piemonte, with a planned initiative to create a
Bioeconomy Technology Platfornthe platform is targeted to promotegea and strategic

R&D projects in the circular economy, particularly focusing on the priority sectors of Green
Chemistry/ Clean Tech and Agrifood. The aim is
bio-economy in the longerm. Hautsde-Francé s R HliWa8ve is part of its larger

regional development strategy, and focuses on lowering carbon emissions, creating jobs, and

bringing stakeholders together to create a regional identity anchored in renewable energies

(Box 3.6). It is a very good example abw low-carbon goals can be embedded in broader

regional development strategies asiglectives Some regions find themselves lagging in

strategic positioning relative to other regions or to the national, lawélspecific policies

are needed to build grest competitiveness while also managisigortterm structural

changesThus, can also become a strategy to drive thedanon transition. Hauide

France is tackling this issue directly in ltedustrie du Futurinitiative by aiding 7 000

enterprises wich show potential for international competition reach this new playing field
(Hautsde-France, 2018a)

Box 3.6. Good practice in Hautsde-France: REV3

REV 3, standing for the third industrial revolution, partleé Hautsde-France regional
development strategy. It aims to integrate the energy transition, the digital revolution ang
new economic models in order to decarbo
boost local innovation, and mobilise civil sety, territories, enterprises, academia, as well

as institutional actors. The goal is to make the third industrial revolution process part of thg
regionds identity adednsusmipabiiive t he regi o

REV 3 mobilises several initiatives thatere launched as early as the early 2000s,
including researcloriented clusters such as MEDEBMditrise Energétique des
Entrainements Electriqgugscompetitiveness clusters suchlrdustries Agro Resurces,
and pol es doéEnergiee2020emch tie €entseude Développement des Eco
Entreprises As part of the regional development strategy REV 3 is embedded in regional
plans and schemas, which is very important in order to ensure regional policy coherence
Source Hautsde-France Region (2018, unpublisheHgutsde-France region PowerPoint Presentation for

the Peer Learning in Industrial Transition Regions Workshop:-Cavbon Energy Transition, 1¥%6 May,
2018, Brussels, Belgium
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103.  Another strategy to advance theatcarbon transition is to refashion or adapt
existing initiativeso suit thet r a n s ne¢ds and gbaSeveral regions consider existing
initiatives, industries, and/or technologies as assets and opportunities to build upon as a
means to facilitaterad drive thelowc ar bon transi ti on. Pi edmont 6s |
platform would draw on the regional presenckeatling companies both in the field of green
chemistry and agffiood to build on and expand existing expert{fgéemonte, 2018a)

Wa | | s braneh agreements for SMEs builds on a successful initiative that already exists
in order to benefit new stakeholders. Voluntary branch agreements for industries have
successfully led to a measurable reduction in emisgidMagionia, 2018a)However, thg

are not adapted to the specific needs of SMEs. Using this successful initiative as a platform
and adapting it to the specific needs of key stakeholders, in this case SMES, is an opportunity
to use previously acquired expertise and include a broaderohagtors in the lowcarbon
transition. In Saxony, existing structures such as the Saxon Energy Agency (SAENA) are
being mobilised to move towards new goals in reducing emis@togistaat Sachsen, 2018)

Coordinating actors and ensuring sustained comment

104. Building cooperatioramonga diverse set of actors is one of the keys to a successful

low-carbon transitionas it can help identify and align priorities and focus effort across sectors

and among diverse groups, suchcasl society, industry, SMEsbanks, academia and

different levels of governmenitlany initiatives tackle the challenge of coordinating diverse

stakeholders and ensuring their collaboration. Hdefsrance, with REV3, identified this

challenge as one of their key issues. Similarehallges are observed in Pied
Centre, which aims to foster collaboration between industry, research and government, in

Wallonia, and in Saxony where efforts are underway to include the private sector in the

transition (Box3.7)

Box 3.7. Engaging different stakeholders for sustainable energy development in Saxony

The energy technology cluster Energy Saxony includes 68 actors from industry, researg
and government. It combines their competencesexpertise to drive the sustainable
development and commercialisation of new technologies in the energy, @hediility

and digitalisation sectors. Financed in equal parts by the state of Saxony and industry, tH
cluster seeks to answer diverse issuesragyifrom the lowcarbon transition. These include
the sourcing of hydrogen, building value chains from wind and solar energy to greer
hydrogen, as well as technical questions such as planning train lines that run on gree
hydrogen, and how to replace fiddsiels in the agricultural sector. Currently, one of
Saxonyds the | ar ge s t-caponaransition isthecshfinfrone fossili n
fuels to hydrogen for energy production. The high density of research institutes and large
corporations inhe region is an asset that this cluster seeks to harness for the transition.
Source Freistaat Sachsen (2018, unpublishdd)wCarbon Energy Transition: A Saxon Perspective

PowerPoint Presentation for the Peer Learning in Industrial Transition Regiorishdp: LowCarbon
Energy Transition, 145 May 2018, Brussels, Belgium

105.  While coordinating diverse stakeholders and their interests is generally challenging,
and especially in an area as potentially sensitive as climate matters, it can represent an
opporunity to identify and develop joint solutions and build consenddany projects
presented by the regions highlighichopportunities often bringing together actors form

the public, private and research cenfirgbe case, for example, wihi e d mo ergyé s En
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Centreand Saxonyds ener gy t ec hkrastaat §aghse@01l8).st er ( Pi e
Some consideration may need to be given to ensuring that diverse actors, even within these

groups, form part of the mix, for example SMEs, technical trainintifutes, incubators,

etc.

106.  The lowcarbon transition will require sustained commitment by all stakeholders
involved. The importance of creating lotgyrm strategies was already introduced, and this
aspect iFundamentalf economies are to profoundly changdée challenge of creating a
sustained commitment and interest among different actors and polite&Ensoiced by
several regionddautsdeFr anc e 6 s R B ambifousiritvisioa pnid necessitates

a longterm commitment beyond electoral cycladactor that can elevate it to a marker of
regional identity(Hautsde-France, 2018bPiedmont faces different challenges stemming
from the lack of interest by the private sedtar factor it is addressing through its Together
2020 programme for smalublic administrationgPiemonte Region, 2018)

Ensuring an enabling environment

107. To ensure a fair lovearbon transition, policies targeting carbon emissions must
align with a broader policy framework given the ubiquity of fossil fuels. Mapping how
varioussectors and their policies that can support or hamper the attainment-cdidiogn
goals is one possible mechanism to accomplish this. For example, fossil fuel subsidies, and
regulations on investment like Basel Ill, can impede granting theteyngloars necessary

for investment in lowcarbon infrastructure. Most policies standing in the way of effective
climate policies are those that hamper growth more gené@HEZD, 2018d) Tax rebates

for innovation can be an example of this, as they often fawsiabkshed companies with
large revenues, but may overlook small companies andugtsiiivhere radical innovation
can occur. A lack of flexibility in labour markets is also a barrier for the-daxbon
transition, as it may prevent governments from takictipn to move away from industries
based on fossil fuels and coal. It is crucial, therefore -twaduate the framework conditions
that directly and indirectly relate to legarbon policies, and restructure the conditions so
that an enabling environmefar low-carbon energy transition is established.

108. Therole and interests of governments in supporting fossil fuel activities should also
be considered as many are strongly tied to fossil fuel economies through royalties, taxes, and
other revenues linked fossil fuel intensive developméht This financial interest can be a

large barrier unless the revenue stream is compensated. Other barriers to climate action are
stranded assets and heavy industry. Losses incurred through stranded assets ostatilities

as coal plants that will have to be retired before the end of their economic lifespan, are a
large disincentive to a lowarbon transition. Transitioning heavy industry to align with the
low-carbon objectives will likewise incur costs for governmant the private sector, and

calls for elaborating new business models

109. The cohort agreed that framework conditidn®ften outside of their control,

though not always outside of their capacity to influeihcan stymie innovative approaches

for low-carbon transition. In Slovenia, for example, framework conditions can impede
investing i n new priorities, a challenge that
Discovery Programme (Bdx 8).

11 As a percentage of total government revenue, dependence on fossil fuel rents haslitwaasgerage of
almost 7% in G20 countries, and 9.9% worldw(@&CD, 2017a)
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Box 3.8. Designing major pilot transformative projects through continuous EDPin Slovenia

In Sovenia, efforts toward a lowarbon transition have partially centred on the concept of
the Entrepreneurial Discovery Process (EDP). This refers to the systematic discovery an
pursuit of emergent RDI investment priorities. The global outlook on thiggsoevolves
around a smart specialisation strategy with nine clusters, and targets the development
pilots, international partnerships, and financing.

Current initiatives include investment in broadband infrastructure and a Smart Grid for
Aproscennerc 0 energy supply, i n which citdi
consumers. Smart mobility platforms are also being developed, and new regulation ha
been adopted to enable frequencies for research, development and experimentation.
Source:Slovenia (918, unpublished)SloveniaPeer learning in industrial transitiomegions;low carbon

energy transitionPowerPoint Presentation for the Peer Learning in Industrial Transition Regions Workshop:
Low-Carbon Energy Transition, 145 May, 2018, Brussels, Belgn.

110.  Of particular concern within the cohort were procurement rules. While procurement
guidelines are meant to foster a competitive environment, they often focus strictly on cost,
without encouragingor supporting broader policy objectives such as innomabr
sustainability.ln North Middle Sweden, municipalities have found tleggulationsaround

public service procurement can be antithetical to sustainable development, as they can
dissuade actors from choosing local optioRsiblic funds are a powerfuiool and
procurement can be used as a mechanisemgender changand encourage lowarbon
options. While procurement guidelines may be set at a national level, regions may have a
margin to use their purchasing power in a way that upholds regionalcaadibjectives and
benefits local goods, services and practi¢bss is the idea behindorth Middle Sweded s
initiative to deliver locallysourced food to the elderly, with one result being lower emissions
from transport (Bo3.9). In Piedmont, Togeth@020 is using a model based on procurement

to increase the energy efficiency of public buildings.

Box 3.9. Sustainable procurement for food delivery to the elderly in North Middle Sweden

North Middle Sweden has started using procurement as a tool to promote changes in tf
meatsituation of the elderly. A projedtased initiative was launched in four different
municipalities. In all cases, the model developed was based on-disogdinary
knowledge and a holistic and collaborative approach, where the real needs of each involve
actor is first assessed. This insight then formed the basis of a procurement process for me
solutions for the elderly.

From the outset, a set of goals were dithéd for each of the municipalities. Specifically,
to:

Create adde#lalue and quality of life for the engsers

Create new products and services that open up possibilities for new actors ¢
participate, or to open up new directions for established sillesis

Not be more expensive for the procuring stakeholder, from a holistic perspective

Be compatible with current legislation
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Despite the somewhat different needs of each municipality, the results of the proces
revealed less waste, decreased transpmreased engagement, and an improved quality
of life for both the elderly and personnel, for instance through increased outdoor activity
enhanced appetite, and a stronger sense of community.

North Middle Sweden found that it is possible to identify anglément solutions that are
fundamentally new and not necessarily more costly for municipalities. Success, howeve
can rest on a procurement procedure developed by adiszgslinary group that is aware

of the diverse effects and clear on the desirddames, and when the procedure is based
on knowledge about the real needs of the-useats

Source Innovationsupphandling X med focus p& dldres maltidssituation (Innovation procureméntih
focus on the medituation for the elderlyhttp://www.innovationx.se/dokumentation.php

Stakeholder engagement: mobilising and encouraging stakeholders to participate

111. Inclusiveness is a onkey to a just lowcarbon transition. In regions that rely
heavly on the coal and fossil fuel industries for their economic production, traditional

activities may be lost in the short term, and conditions should be created that make it

smoother for workers to transition to new jobs. Including civil society in theepsocan

alleviate misinformation and ensure that everyone is aware of the economic and

environmental benefits of the transition.

Creating incentives for enterprise and communicating information

112. Inthe currentlimate, andvithout any external incentivethe expected drawbacks

of a low carbon transition can discourage engagement in the prBotisy makers at all
levels of government are faced witavigaing an environmenthat hasfew incentivesor
actorsto engage in the lowarbon transitionWallonia has grappled with the challenge of
limited incentives in its policies to advance the dcavbon transition. Limited incentives to
take part in the lovearbon transition and invest in renewable energies exist for SMEs as
well, which may lack the experdsneeded to fully realise the economic potential that the
environmentallyfriendly, low-carbon transition brings with iTargeting specific actors in

the transition is as important as creating a brm@tsensusimong stakeholders. Creating
support schemesr initiatives forthe private sector, and in particulBIMES can become an
opportunity to overcome challenges of asymmetric information regarding theelong
benefits of the transiti on. BiBtecbhnoleggglafama n d

and Walloniabs Easy Green project (Bex 3.
carbon transition. The capacity of governments to inform stakeholders of the benefits of

transitioning to lowcarbon pathways and the risks they face if they doimpils essential

for inspiring civil society, industry, and other actors to move on climate action. In Wallonia,
the challenge of communicating benefits of taking part in thedasson transition to
enterprises has been front and centre in its Easy Gregmamme

Conclusions and an initial overview of policy responses

113. In the face of climate change and the severe econdisiiaptions it appears to
bring, the development of leearbon pathways is of utmost importance for long term,
sustainable regional growth and development. The-leng benefits of the lovearbon
energy transition will offset the sheaerm structural chages and the large social and
economic costs faced by regions in transition. Nonetheless, thesg¢eshothanges must
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be identified and prioritised by policy makers in order to ensure a fair transition for all
stakeholders. Active labour market policieggeted carbon policies, structural reforms and
innovative policy making will be the keys to transitioning to4oavbon economies without
leaving anyone behind. As regions face challenges and create new opportunities to benefit
from the lowcarbon energ transition, special attention should be paid to infrastructure,
where regions and other subnational governments play a large role in determining
investment. Financing will continue to be a main challenge in this transition, so creating
innovative ways ofinancing lowcarbon developments and of thinking about tax bases will
play an integral role in the transition.

Table 3.1. Potential policy responses and implementation mechanisms for preparing for the
low carbon transition

. Objective Possible policy __Potential Rational/additional
Policy challenge o~ o reSONSe implementation benefits
(Strategic/Policy) p mechanism

Financial and
strategic support

Balancéhe long
term strategic

Recontga longerm Supporexisting low
lowcarbon transitior carbon initiatives and

Strengthens the
existing innovative

dimensions of a  with shoterm firmgtofulfitheir schemes ecasystem, and
lowcarbon priorities potential as internation strategic cluster ~ Internationsdis
transition with competitive playjers and collaboration  companies

shortterm action policies

Financial support
mechanisms (e.g.
venture capital,

Creates aattractive
innovation e@ystem

Encouragthe creation ¢
new lovearbon
initiatives, R&D project

and firms green bonds)
Strategic advice Crossandustry
from think tanks or innovation

Createnew lovzarbon
markets for reneveabl
energies, green transp
systems, and lowarbon
infrastructure

working groups

Creates new busine:
opportunities

Improves
infrastructure

Addresthe short Ensure a fair and
term costs of a  inclusive leearbon
transition to a low transition

carbon economy

(e.ginequalities

unemployment
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Support communities
assetput at risk by a
lowcarborransition

Supponniningand
fossil fuedector workers
with specific 'green job
training and upskilling
programs

Support lagginggions
in the lowarbon
positioning
Regeneretreconvettie
physical landscape of t
mining and fossil fuel
sectors into tourist
attractions

Providgreen space in
high density, urdam+
incomeeighbourhoods
to create

Forecasts,
monitoring and
evaluation systems
and/or impact
assessments

Training schemes

Partnershép
betweestrategic
and lagginggions
Government and/o
private funding

Government and/o
private funding

Mitigate social and
economic riskBuilds
evidence bases and
informs lorgrm
policy

Workers gain
specialised
competencies neede
by firms

Ensures access to tt
lowcarbon transition

Generates tourism
revenue for the regic

Better quality of life,
and health benefits
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Protect loimcome
households.e. those
disproportionately
andornegatively
affected by a low
carbon transitjon

Suppottowincome
households through
active laho policies

Supportowincome
households through-lo
carborderived financial
mechanisms

Social protection,
income support,
reallocation to othe
sectors, early
retirement scheme
tax schemes

Recyclearbon
taxes, redistribute
congestion charge:
donaterofits
earned by public
buildingthat sell
saved green energ

Limited investme
capacity of SMEs
and oémalkscale
public
administrations

Ensure an even fow
carbon transition
across larger and
smaller firms/public
administrations

SupporBMEs with lew
carbon R&D investmer

Strategic advice ar
information througt
energy audits

Loans, tax benefits
for energy efficienc
financial incentives
to invest in lew

carbon technologie

Generates business
opportunities for SM

Generates energy
savings for local puk
administrations

Coordinate low
carbon transition
at different levels
of government

Ensure an enabling
environment

Maptargets and
investment priorities fo
the progressive
decarbonisatiofithe
economy

Fostethe cooperation ¢
different stakeholders ¢
different levels (differer
levels of government,
SMEs, banks, academ
Mobiliseivil society
through communicatior
campaigns, conference
forums
Implemenicentives ant
markebased
mechanisms to reduce
carbon emissions

Longterm strategie
and plans

Strategic cluster
policiepdles
d'excellence
dialogue platforms

e.g.Projects for
schools

e.g.Restrictions on
diesel and/or older
vehiclegprice on
CO; emissions,

Increases efficiency
the longerm

Fosters stakeholder
engagement
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Chapter4Pr omoti ng Entrepreneurship and

Introduction

114.  Entrepreneurship can playlarge in regional economic development through its
potential to disrupt, innovate and promote growth, with entrepreneurial SMEs angpstart
acting as drivers of technological innovation, employment growth, and productivity (OECD,
2018&). Newbusinesseand SMEs support innovation in crucial ways. New firm entry and
SME scale ups contribute to increasing the aggregate productivity of an economy by
displacing firms with lower productivity and by competing with incumbent enterprises
(OECD, 2010). They alsplay a role in commercialising knowledge and contributing to
breakthrough innovations.

115.  Entrepreneurs are key actors in provoking economic change and development since
their innovations disturb the prevailing market equilibrium and thus challenge existing
economic strumires (Schumpeter, 1934jowever, careful attention should be paid to how

the concept of entrepreneur is defined. Confusing the opening of businesses with
entrepreneurialism ought to be avoided. Less than 30% of businesses have an emtiaprene
element to their product or service. New businesses entering local services sectors such as
retail or hospitality promote high firm churn but do not make an aggregate contribution to
productivity growth QECD, 2018). Therefore, it is important to alerstand
entrepreneurship as linked to innovation: unsatisfied wittstiels quaand compelled to
improve it, the entrepreneur continuously innovates, improves, and grows their business.

116. This chapter identifies and explains key areas that contributestelaping
entrepreneurship at a regional levehighlights the experiences and initiatives of the cohort
participantswvith respect to this topic, offeririgsight into diversénitiatives underway, and
closing with potentially relevant policy tools taport regions build their entrepreneurial
environment.

OECD insight on promoting entrepreneurship and the experience of Cohort 1
regions

117. The workshop highlighted the strong regional dimension in building
entrepreneurship and the pivotal role that regional governments can play in its development
and sustainability. There are however, a number of factors that need to be kept in mind,
includng the entrepreneurbd6s access to financi
networks, and ensuring an enabling environment. Much of thisasaptured in an OECD
frameworkhighlighting aeas for regional interventigeresented here.

A highly prominent regional dimension to entrepreneurship

118. Regional governments are welbsitioned to create and help sustain an
environment that is conducive to entrepreneurial actiltyrepreneurial environments will

vary by place as will the challenges and appunities associated with promoting
entrepreneurship. Thus, when designing policies to generate or support entrepreneurship,
taking the regional context into consideration is fundamerastatl a factor behind policy
successSubnational authorittdsave a c¢cl ear understanding of
and capacitiesandaregenerally betteplaced b define a contextually appropriatsion for
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how entrepreneurship can fit into their regional development ambifitiey can also better

take into consideration the e g i o n 6 s oppgottunitesagd weaknessegjather and
analyse data for stronger egittebased policy making; develop a regiona|yecific
strategythat helps capitalise on opportunities and realise the vision over tinoe ptalicies

and programmes to overcome weaknesses and take advantage of strengthgdthe
entrepreneurial environment; asdt appropriate objectives and targets to help support
performance measurement. Furthermore, regional authorities can etiharkcewledge
transfer between research and industry to encourage spillovers and promote
entrepreneurship.

119.  Promoting entrepreneurship can help regions in industrial transition benefit from
the new economic activity generated by locéibused, innovativetartup and scaleip
enterprises. These firntan compensate for a declinetiaditional industrial activities and
stimulate the emergence of new regional growth p@ECD, 2018a)They can also help
create jobs and/or generate employment (Figure 4.1).

Figure 4.1. Employment, job creation and job destruction by firm age andsize

% aC bution to 1 i =g i to job destructi Contribution to job creation

Percentage share in total employment, total job
destruction and total job creation
&

, Hw

Young {1-5) Old (>5) Yeoung (1-5) Cld (>5)
Small (1-24¥) Large (230+)

SourceCr i scuol o, €., P. Gal and C. Menon (2014), fAThe Dynse
from 18 Co u IStiendeelschnplogpahdlibdustry Policy Papers, No. 14, OECD Publishing, Paris.
http://dx.doi.org/10.1787/5jz417hj6hgé

120. The success of a regional approach to building entrepreneurship, its challenges and
the opportunities it offers is illustrated bymBEranklin Partnerslhe state of Pennsylvania,

with its significant history of steelmaking and manufacturing, been undergoing a period of
industrial transition, in which entrepreneurship is helping increase job creation and
productivity. Recognising the ntapped potential of entrepreneurship in the state, the
economic development programme Ben Franklin Technology Partners demonstrates
remarkable results in supporting regional entrepreneurs (Box 4.1).

Box 4.1. Taking a strong regiond approach in Pennsylvania, US:
Ben Franklin Technology Partners

Ben Franklin Technology Partners is a technolbgged economic development
programme in Pennsylvania, US. Launched in 1983, the programme was originally
designed as argntgiving institution to help commercialise research. Today, it consists of
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four regional bodies that link young companies with funding, expertise, universities and
other resources to fill gaps in the entrepreneurial system that may otherwise discourag
entrepreneurialism. Ben Franklin Technology Partners helps young firms in a variety of
ways: by making them more attractive to different kinds of investors, providing incubator
space, creating networks with colleges and universities, and helping to dewelop
commercialise products. The programme is funded by the state of Pennsylvania, and whi
it is accountable to the state government, it is completely independent in its funding
decisions. The majority (51%) of its board members must be from the psizetier in
order to avoid bringing a political dimension into investment decisions. The programme
concentrates its support to young enterprises in three main areas: capital, networks, a
knowledge. In addition to providing entrepreneurs and young firmis eapital, the
programmeds experts and men marketthg gnd aheri d e
areas. The impact of the programme has been striking. In 2017, there were 1 900 jol
created and 189 new companies formed thanks to Banklin Technology R&ners
Furthermore, third party evaluation has shown that for every USD 1 invested into the
programme, there is a return of an additional USD 3.60 in state tax revenues.

The programmeds success i s owed to eseve
long existenceThese include:

1 Regionalisation is crucialinitiatives should encourage local decision making and
allow regions to act autonomously in order to respond to their specific challenges
and opportunities.

Politically motivated investment demns should be avoided

Entrepreneurship is hartdt is estimated that 50% of stanps will fail within their
first five years.

1 A holistic approach to investment is essentiadoes not suffice to invest in either
capital or mentoring servicemstead, young firms must be provided with access
to a broader network, mentoring, and capital in order to help them grow.

i The entrepreneurial environment plays a large role in encouraging
entrepreneurshipThe culture surrounding entrepreneurship can aceredb a
Aibonuso or a Ataxo.

9 It is beneficial for initiatives such as Ben Franklin Technology Partners to focus
on high growth enterpriseas they can provide the most employment, growth and
return on investment.

9 Industries, technologies, and generationshange Initiatives promoting
entrepreneurship must be as innovative as their clients.
SourceGlenn, Ryan (2018, unpublished), Entrepreneurship: An Economic Development Strategy. PowerPoin

Presentation for the Peer Learning in Industrial Transition Regions Workshop: Promoting Entrepreneurshif
and Mobilising the Private Sector87June, 2018, Tuni Italy.

The question of Arel ated varietyo

121. The regional context is particularly important when considering the issue of

irel ated varietyo. There has been an ongoing
with local sectoral diversification versugrenal specialisation. This debate eventually gave

way toaline of argumentatiothatsuggestthat the relationships between spesalon and
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diversificationare much more subtle, especially regardatgrtup and scalelp activities.
Thisargumentthe6 r el at ed v a(Frénken, 2008) positg thategionsdevelop

more strongly if new entrepreneurial ventures are in sectors, activities or technologies in
which the region already has strong competences and capab#itianned initiativen

North Middle Sweden that builds on the existing forestry industry illustrates this concept
(Box 4.1)

Box 4.2. Forest Industry Innovation Ecosystem in North Middle Sweden

Building on existing industrial activity to promote innovative practices

North Middle Swedenb6és planned initiatiV
intends to become a leading enterprise and industry hub for the commercialisation of ne
technology and businesses in a series of vdlams, including in those of pulp and paper,
bio replacement in fossil value chains, and consumer products made frorbassntiraw
materials.

The region is already a centre for the classic forest industry, with a large number o
production facilities, sth as pulp and paper mills, machinery manufacturers and service
providers. With the transition towards lesarbon economies and the decline in
employment within the industry, the region is looking to the future and creating new links
between research anddustry in order to support innovation in entrepreneurial activity
associated with the forestry sector and secure regional wealth

Source: North Middle Sweden (20E unpublished), Peer Learning in Industrial Transition Regions
Workshops Good Practice Teraf#, Forest Industry Innovation Ecosystem. Prepared for the Peer Learning in

Industrial Transition Regions Workshop: Promoting entrepreneurship and mobilising the private s&ctor, 7
June, 2018, Torino, Italy

122.  Atthe heart of the mattés an issue of knowledge transferability and the ability of
firms, sectors andegionsto build on existing knowledgeesources as well as exploigw
knowledgeand information sources. The ability to build on and exploit different fields of
knowledge and information depends on how far apart these knowledge arenas are. If new
entrepreneurial actions are in knowledge and technology figddare close to the esting
knowledge and skills competences of tegion then the likelihood of success or longevity

of the entrepreneurial action tends to incre@smverselyif the new entrepreneurial actions
involve major leaps between largely unrelated fields of kndgéeor technology then the
likelihood of success or longevity falls significanfly ECD,2018).

A framework for designing and implementing entrepreneurship policy

123. Fostering and sustaining entrepreneurship is a {fadéted and crossector
endeavour. ltbrings together diverse but related policy areas such as innovation and
industrial policy and skills and education policy. It also requires effective -rauél
governance practices, for example with respect to ensuring an enabling environment,
supportingaccess to finance, and creating links to regional development policy.

124. Key areas for regional intervention aimed at promoting atrdngthening
entrepreneurship includeccess to finance, skills and talent, regulations, competencies and
culture, and knowldge exchange (Figuee?). Each of these areas may require its own type
of policy or programming intervention, and thus one point for regional policy makers to
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consider is how these different areas interact and how to ensure policy and programming
coherene among the various dimensions.

Figure 4.2. Key areas for regional intervention

sLoans, equity, crowdfunding
eFinancial education

Access to finance

*Workforce training

Skills and talent eAttraction of talent

*Simplification of regional regulations

Regulations *One-stop information and support

sEntrepreneurship in formal education

Competencies and culture Training for entrepreneurs

sAcademic spin-outs

Knowledge exchange eKnowledge netwarks

Source OECD (2018®, unpublished),fiPromoting Entrepreneurship and Mobilising the Private Sector
PowerPoint Presentation for the Peer Learning in Industrial Transition Regions Workshop: Promoting
Entrepreneurship and Mobilising the Private Sector, presented by Jonathan Baiteref 2018, Turin, Italy

125. Three main functions for regions can be aptiated from thed@ve potential areas
of intervention.

1. Anintelligence functionin order for regionalevel entrepreneurship policies to be
successful there needs to be a clear sense and vision of the nature of the challenges
and opportunities the ren facesin stimulating entrepreneurship. Regions can
thus play a role in economic visioning and defining smart specialisation.

2. A support function:Regionshave play pivotafole in building and strengthening
the local entrepreneurship system in ordesupport burgeoning enterprises and
startups, as well as SMEs.

3. A linkage functionThe key role of networks in enhancing knowledge apiirs
between research and industry can be enhanced by regions to promote innovative
entrepreneurship

126. The specific expriences of workshop participants in promoting entrepreneurship
and mobilising the private sector highlight both the breadth of challenges faced and the
variety of opportunities available to encourage growth.

Access to finance

127.  Access to finance is critickdr all companies, and represents a particular challenge
for entrepreneurs. New and small enterprises often face higher credit constraints than large
ones due to higher risk profiles, low levels of collateral and limited credit history (OECD,
2018a).Among these companies, higftowth starfups and scalaps are disproportionally
affected bycreditconstraints as their business models may rely on intangible assets or be
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unable to provide credit histories (OECD, 2018a; OECD 2015). Despite a considerable
dedine in interest rates, there remains a large difference in interest rates charged to SMEs
and large firms (Figure 4.3). In 2016, this difference was almost 33% across OECD
countries, reflecting the fact that banks consider lending to SMEs riskier (OBXBa)2
Non-bank finance for SMEs is also limited, making small businesses heavily reliant on
straight debt not always the most appropriate way to finance innovativegbaror scale

ups which often may have irregular initial cash flows and limitedatetal to offer (OECD,
2018a).

Figure 4.3. Interest rate spreads between loans to SMEs and to large enterprises, 2y
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Source Data compiled from the individual country profiles of Financing SMEs andefreneurs 2017.
(OECD, 2017x

128. Regional governments can play an important role in helping facilitate access to
financing for innovative statips and scale ups. Regional interventions are possible in a
number of areas, such as the establishment of mssaregel networks and microfinance
projects. In addition, regions can facilitate the development of alternative sources of finance
such as crowdfunding or venture capital investments. Stimulating equity investment through
co-investmentfunds (public and fivate sector) that can address finance gaps along the
various stages of venture development can also prove usafahechanism successfully
adopted in Scotland with the Scottish-lBeestment Fund (SCF) (OECD, 2018a). While
such support schemes should pop the private market in the provision of credit, they
should take care not to crowd out the private sector. Furthermore, helpingpstartd scale

ups to develop their business planning and financial management skills makes them more
attractive clierg to financial service providers.

129.  Many cohort participants identified financing as a large challenge in promoting
entrepreneurship. They see a high dependence otdsbd instruments among their SMEs,
and limited access to venture capital, which accoianta small percentage of GDP across
OECD countries (Figure 4.4). Many of the initiatives for supporting entrepreneurship are
linked to helping entrepreneurs secure financing.
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Figure 4.4. Venture capital investments by country
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130. Participants agreed that new financing strategied paths that help connect
funding with companies are one way to improve entrepreneurship conditions. In Saxony, a
public-private venture capital fund is seeking to provide innovative-sgatand scalaps

with funding (Box42) , as i s t h einitiatNedreEHadtsdldFMhc® V

Box 4.3. The TGFS venture capital fund in Saxony

Using state and private capital to invest in young firms and startips

TGFS is a venture capital fund that uses both private aslicfunding in order to support
innovativestaru ps. The funddés investors are the
and two regional investment companies. The programme offers an alternativeliaskabt
funding methods by providing fully liablequity. Innovative young firms may receive
between EUR 100 000 and EUR 5 million, generally granted in stages. TGFS invests as
minority stakeholder, a silent partner or through subordinated loans. Companies ar
expected to exit the fund after three togears.

Thus far, 56 investments have been made, with 459 jobs created and a financial levera
effect of EUR 53 million. Regional capital investment companies manage the fund ang
invest in Saxon SMEs that are active in emerging-tegh and innovativendustries

Source:Saxony (2018, unpublished), TGFS: The Venture Capitatif for Saxony. PowerPoint Presentation

for the Peer Learning in Industrial Transition Regions Workshop: Promoting Entrepreneurship and Mobilising
the Private Sector,-8 June, 2018Torino, Italy
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Access to skills, knowledge and networks

131. Innovative starups and scale ups need to attract and retain talent in order to
continue growing and innovatingcademic studies suggest that certain types of skills are
particularly relevant forincreasing firm performance and innovation. These include
cognitive skills but also soft skills related to communication, creativity, probt#uing and
interpersonal interaction (OECD, 2018a). Skills relateahtorination and Communication
TechnologieqICT) are also increasingly important for growifign competitiveness and
innovation(Bharadwaj, 2000; Santhanam and Hartono, n.d.)

132. Compared to largéirms, small firmstend to depend more on regional labour
markets for the skills they need and for pdivg workforce training (OECD, 2018a).
Several types of policy instruments that can support workforce development farstart
scaleup enterprises. These include providing information and guidance, training design and
training voucher schemes, taxcamtives, direct training subsidies to smaller firms and the
right to trainingleave. These types of initiatives can often be more effectively and efficiently
delivered to networks of SMEs, for example those participating in clusters. Involving small
firmsin the planning of regional skills development initiatives is also effective. For example,
engaging with regional employer councils in thedesign and delivery of training initiatives
with vocational and training colleges, universities and large fiansbetter target training,
involve diverse perspectives, and build networks (OECD, 2018a).

133. The cohort raisedeveral key issues regarding the skills and talent needed to
support starips and scala p s . One of these is atalentedi onods

individuals with a high propensity to entrepreneurship. Thadten!l i nked t o the regi

ability to offer an attractive residential and working environment. Another is difficulty
imbuing their population with entrepreneurial skill. There soak reverse issue: keeping
entrepreneual skill andits innovation in the region once it is developed. The risk of
entrepreneuri al ,frfdlultintately doesinaoctamni et enitgdh t he
growth. There are different views and practioashow to manage this issugen Franklin
Technology Partnerdor example, will take a lean on the intellectual property when
providing a grant or other funding, and they have exercised the right more than once. Finally,
knowledge generation requires a different skill set than knowledge and product
dissemination. R#cipants underscored the fact thesearchersften lackentrepreneurial
managerial and busineskills; and thaentrepreneurs may lack higHerel management
skills. Commercialising the fruits of research offeransmatching the researcher and thei
innovations or products with the entrepreneur(s) and/or ensuring the appropriat #kils
higher levels of the business pyramid, for example CEOs, CFOs and&zi©04.3)

Box 4.4. Support to management ofspin-offs, spinouts and innovative SMEs/ CXQin
Wallonia

Wal |l oni abs programme t o s uppoeupsandsbalmpsma n
aims to facilitate the hiring of highly qualified, executiesel staff (CEO, CFO, COO,
business developersgeétin young, innovative companies. The programme finances high

l evel positions by funding 75% of the g
offs, spirouts, starups, or young innovative companies. The idea is to help these firms
acquire the mnagement skills necessary for their development, which can facilitate acces;
to financing. The measur eiie. sesearthprojects that n
have already ended bwhich can be translated into industrial projects.
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The initiativeis implemented by SOWALFIN, a regional actor for financing of SMEs, in
collaboration with incubators, local stakeholders for SMEs financing, and SRIW, a
regional investment company. Between 2010 to 2017, more than 100 projects wer
supported, with a totgdrogramme budget of EUR 11 million

Source: Wallonia (2018, unpublished), Peer Learning in Industrial Transition Regions Workshops Good

Practice Template, CXO. Prepared for the Peer Learning in Industrial Transition Regions Workshop:
Promoting entrepreneuri® and mobilising the private sector87dune, 2018, Torino, Italy

Stakeholder collaboration and networks

134.  Entrepreneurship can thrive when networks allow knowledge complementarities to
be exploited. However, participants including Ndwtlddle Sweden, 8xony and Slovenia
highlighted that their regions had not fully harnessed all the potential benefits of stakeholder
collaboration and networksletwork failures can includelack of complementarity between

local knowledge exploration and exploitationligher education institutits are key
providers of new knowledge in a regional economy that can potentially be exploited by
entrepreneurs. However, there may be barriers to theospitt of that knowledge twards
entrepreneurshigresearchers may not be emireneurs, and thus the commercialisation of
knowledge generated in research institutions can benefit from regional supporuSart s

can be throughout the entrepreneurial process, namely from the idea generation stage
embarking orthe ventureln Piemonte, his isaccomplished througimentoring from both
academic and research support staff, as wddy@soviding the incubation space where the
entrepreneurs camork (Box 4.4)

Box 4.5. Supporting innovative start-ups and spin offs resulting from public research in
Piemonte

Piemonte is supporting innovative stapgs and sphoffs with their origins in public
research. The initiative is managed by Finpiemonte, a regional development agency ar
invedment firm, and is implemented by university incubators. The aim is to support the
creation of new enterprises in three sectoysknowledge and technologgtensive
manufacturing;ii) ICT; andiii) tourism and culture. The target groups, i.e. potential
entrepreneurs, are academic researchers, youth, and/or unemployed people with innovati
ideas and a secondasghool diploma.

The programme revolves arounouf specific services or stdthemes. First, there are
preliminary advisory services to stimulastrepreneurial attitude and identify promising
entrepreneurial ideas. Second, training and tutoring services are available to candidal
entrepreneurs to verify the validity of the entrepreneurial idea and to prepare the busine
plan. Third, ex post conkancy and tutoring services are also available in order to move
from business plan to enterprise creation. Lastly, the scheme provides financial support i
the first stages of the business creation.

Source: Piemonte (2018, unpublished), Peer Learningniduttrial Transition Regions Workshops Good

Practice Template. Prepared for the Peer Learning in Industrial Transition Regions Workshop: Promoting
entrepreneurship and mobilising the private sect@& Jiéne, 2018, Torino, Italy

135. Entrepreneurs can also bartured through networks outside of higher education
institutions. Mentorship programmes throughout the entrepreneurial process can support
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stakeholder collaboration from knowledge generation to adaptation and commercialisation.
This is being adopted byraumberof regions, and notably in Slovenia, where the Start:up
Slovenia initiative has found success by providing young firms and-gpaleith tailored
mentors (Box 4.5).

Box 4.6. Start:up Slovenia

Establishd in 2014, Start:up Slovenia aims to raise the level of active of entrepreneurial
talent by developing networks that encourage company growth on international markets
contribute to higher capital accessibility, and activate various ecosystem stakefdlders.
initiative mobilises a network of mentors from various backgrounds to provide
entrepreneurs and young firms with tailored advice. Through this personal mentorship, ne
networks are opened to young firms, helping them grow and fulfil their potential.

The expected outcomes on a yearly basis are:
9 Creating a 1 000 new jobs in stags
9 Connecting at least 50 stan companies with the most important ecosystem

9 Creating or attracting at least 150 siggtcompanies with global potential

Source: Slovenia (2018, unpublished), Peer Learning in Industrial Transition Regions Workshops Good
Practice TemplateStart:up SloveniaPrepared for the Peer Learning in Industrial Transition Regions
Workshop: Promoting entrepreneurship and mobilising the private se@alyie, 2018, Torino, Italy

Improving the enabling environment

Along with specific policies aiming to strengthen entrepreneurship, the broader regional or
national environment may play a role in enabling or restricting possibilities for
entrepreneurshipAreas affecting the entrepreneurial environment include framework
regulations and the culture surrounding entrepreneurship.

A friendlier regulatory environment

136. Lengthy and costly company registration procedures are known to be a major
business constrainhd their impact is most heavily felt by micro and srsadéd enterprises

(van Stel and Stunnenburg, 2006hey can discourage entrepreneurial activity and act as a
significant barrier for new statps(Smallbone et al., 2010For instance, a study hisind

a negativecorrelation between barriers to starting a business and the total number of
businesseregistered as a percentage of the economically active population agédTlte
number of registered firms increases as the cost andititeenwf procedures fall: for every
10percentage point decrease in entpsts, the total number lbésinesses registered

as a percentage of the economically active population increasé&®biy1lpercentage point
(Klapper and Love, 2010 most countries, the complexity of regulatory procedures
remains the main administrative obstacle to -sfarf his is largely related to complicated
license and permit systems, whereas important progress has been made in the
communication and siplification of rules and procedures (OECD 2018a).

137.  There are a number oblicy approaches that can be adopted at the regional level
to reduce the regulatory burden on stggs Thesénclude regular public consultations with

the business sector in ord&y identify the regulatory requirements firms perceive as
burdensome, the introduction of matrices to measure compliance costs with regulations for
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small businesses, and the application of regulatory impact analysis (RIA), which is meant to
ensure that ragators reduce the burden on SMEs as much as possible (OECD, 2018a). In
addition, regional governments can support regulatory improvement withsiamservice

that offers entrepreneurs information about national and regional regulations as well as
public support programmes. This can be in the form of a web portal potentially backed up
with a call centre. One stop centres work most effectively whesrdioated with national

and | ocal gover nment .SpdrellidUhigiaesan exadmpl®@petfated Count er s
through cooperative agreements between municipal authorities and local chambers of
commerce,ley provide aladministrative authorisations necessary to either locate and start
up a new business activity, or to expand, innovate, or restructesesting business activity
(OECD, 2018a).

138. Another avenue to improve the regulatory environment for -gtetis the
introduction of egovernment systems to deliver a variety of services. By adopting
information and communications technology (ICT) solugio national and regional
governments can cut transaction costs for entrepreneurs and improve the efficiency
of public administration, generating savings on data collection and transmission, provision
of information and communication with busgses, and enhanced government information.

139. Some regions expressed that certain national or regional level regulations-and EU

| evel instituted rul es, for example for fundi
support entrepreneurial SMEs and stars. This was especially apparent when contrasted

to Ben Franklin Technology Partners in Philadelphia, which receives state funds, but remains
independent in its funding decisions. Because the allocation of some funds (e.g., EU

structural funds) dependsn a f i rmés proven st anMsihdvéety for f
difficulty qualifying. Adjusting regulations can be an opportunity to support
entrepreneurship, seen in Wallonia with its effort to reform funding for research,
development and innovation (RDBy changing framework regulations, Wallonia is hoping

to ensure a better policy mix to support entrepreneurs.

Entrepreneurship culture

140. Weak entrepreneurial culture can manifest itself through a low presence -of start
ups and scalaps in the region. Entregneurial culture is also closely related to the-self
perception of entrepreneurial skills (OECD, 2018a). Even where people are motivated to
start a business they may be constrained by the perception that they do not have sufficient
capabilities to succeksly do so. The share of people reporting that they possess the
knowledge and skills to start a business has not grown signifidagitiieen 2006 and 24,

with many countries even showing a downwards trend (Figge
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Figure 4.5. Perceived capabilities for entrepreneurship, 2006, 2010 and 2014
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Source OECD (201%), Small, Medium, Strong: Trends in SME Performance and Business Conditions, OECD
Publishing, Paris. http://dx.doi.org/10.1787/978926488cn

141. In addition to a lack of perceived skills, the cultural attitude toward failure can
affect entrepreneurial culture. Failure is a likely outcome of entrepreneurialism, which is a
high-risk undertaking. Cultures in which failure is considered a@hémlearn and improve
before starting on the next venture provide better environments for entrepreneurialism to
flourish than cultures in which failure is seen as a deficiency. This is a problem faced by
regions such as North Middle Sweden and Wallo@ae way to strengthen a weak
entrepreneurial culture is to normalise entrepreneurship and teach entrepreneurial skills in
formal education systems. Another is to provide programmes centred on entrepreneurship
outside of the formal education system, an apph taken by Hauide-France (Box4.6).
Creating an enabling culture of entrepreneurship entails both clear and concise framework
conditions and empowering potential entrepreneurs, including students and other young
people, to see themselves as entrepnendoy providing them with the necessary
entrepreneurial skills and access to networks.

Box 4.7. WENOV Innovation Square in Hauts-de-France

Instilling entrepreneurial culture from the very beginning

WENOV Innovation Square is a planned, mixest urban project led by
Euratechnologies. In addition to providing people with entrepreneurial and digital skills in
order to match the skills of the work force to the jobs available in the region, thisvaitiati
aims to continue instilling a culture of entrepreneurship in the region by reaching younge
generations. In 2012, Euratechnologies launched sessions aimed at 6 to 12 and 15 to
yearolds in order for them to adapt to an entrepreneurial culture. Ih, ZdraTech Kids

was launched, introducing an entrepreneurial spirit to about 700 children per year. Th
Innovation Square, set to open in 20B)positioning to become @igital hub to train
people for the jobs of tomorrow and continue to change atiticdéard entrepreneurship.
Source Hautsde-France(2018, unpublished)Peer Learning in Industrial Transition Regions Workshops

Good Practice Template, Innovation Square. Prepfarethe Peer Learning in Industrial Transition Regions
Workshop:Promotingentrepreneurship and mobilising the private sect&,Jdne 2018,Torino, Italy
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142. Industrial transition regions often face more negative social attitudes towards
entrepreneurship than regions where industry size has traditionally been diverse (i.e. not
dependent on one or two largeale industrial sectors. This can constrain
intentions to start a business. Even where people are motivated to start a bilrsipesay

be held backby a perception that they lack the capabilities needed to s’atigstart and

run a business. This can be expressed in terms of a lack of entrepreneurship competencies

that allow individuals to identify, create and act upon opportunities in order to create value

as entrepreneurs and entrepreneurial employees. Toegeiencies include marshalling

resources, demonstrating sefficacy and confidence in ability to achieve, and persisting in

the face of obstacldghang, Duysters and Cloodt, 2014).

143. The cohort remarked that a riakerse entrepreneurial culture can npeate

through several other spheres, such as the financing decisionsomae® enterprises that

may not provide an immediate return on investment or have not proven themselves to be

stable due to their youth. It also works against young firms andggaleontinually needing

to | everage human and financial capital and th
This creats a dichotomy particularly in riskaverse culturesntrepreneurs need to work

rapidly to ensure revenue, but changes to |egghinistrative and cultural norms that can

more strongly support entrepreneurship may require years or even generations to take root.
Nevertheless, challenges and opportunisiesuldbe identified so they can be effectively

engaged.

Rethinking evaluation frameworks

144.  Lastly, a key challenge for regions is the lackpbropriateevaluation frameworks
for entrepreneuriactivity. This creates difficulty in evaluating policies and initiatives, and
difficulty in evaluating business ideas.

Evaluating policiesaand initiatives

145.  Regions may not have the necessary tools or capacity to evaluate the effectiveness
of policies dedicated to strengthening entrepreneurship. Policy evaluation is crucial to ensure
that the best possible efforts are being made to suppodpesneurship, but there is
currently no standard practice for evaluating initiatives. In such instances, it is important that
the policy is designed in such a way that it already takes into consideratrentivements
needed for proper evaluation. krms of quantitative assessments, a random control trial
may give some measure of evaluation. However, qualitative evaluation can also contribute,
with possible measures being satisfaction with the programme asréseifed outcomes.

Evaluating businesisleas

146. It can be argued that evaluation is key to the entrepreneurial discovery process, as

it allows regions to identify the most promising areas in which to develop entrepreneurship.

However, regions and financing institutions may lack effective mechanignevaluate

entrepreneurial business ideas prior to investment. For example, if evaluation is based on

financial outcomes, staups may not have financial history or balance sheets to prove
performance, which is not reflective of the validity or mangetential of their idea or

product. This in turn can affect their ability to benefit from private or other financing sources

that require a financial history beyond initial financial projections. Innovative ways to

evaluate business ideas thatdonotely |l y on a firmés financi al b a
identified in order to support staups and scalaps. For example, evaluation based on the
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composition of the management team or the predicted demand for a product before its market
entry could be alterniaes, but need to be more fullieveloped.

Conclusions and an initial overview of policy responses

147.  Entrepreneurial starips and scalaps can be a crucial source of economic activity
and dynamism for regions in industrial transition. In order to leverage opportunities that

support entrepreneurs, eackgion will need to overcome a specific compositiof

challenges.
148.

This cohort was patrticularly concerned with a lack of entrepreneurial culture in

their region, manifested by a sparse regional presence of innovativepstamd SMEs, as

well as the challenges posed by financing practices and framewgulatiens. In risk

averse cultures where failure is seen as a personal fault rather than a learning experience,
financial opportunities tend to mirror this attitude, with innovative stpst and SMEs
regarded as especially higisk ventures for which ierest rates are kept particularly high

and private funds (e.g. venture capital) are scarce. Furthermore, accountability mechanisms
attached to public and EU funds may unintentionally constrain support for innovative
ventures. However, new opportunities fianancing, adjusting regulations, building on
networks and existing activities, all provide potential for entrepreneurship to flourish across

regions.

Table 4.1. Potential policy responses and implementatiomechanisms for promoting
entrepreneurship and mobilising the private sector

Policy Objective Possible policy Potential implementation Rationale/additional
challenge (Strategic/Policy’ response mechanism benefits
Limited access Support Facilitate access to Business angel networks, Creates an attractive
to financef entrepreneurs to credit mechanisms microfinance projects, crov innovatioecesystem
start ups and  secure financing for start ups and funding, pubficivate ventur¢ Generates
scale ups scale ups capital funds, equity financ employment

Strengthen the
financial literacy of
start ups and scale

coinvestment funds, intere
free loans

Training and mentoring
programes, provide
accessible information and

Makes firms more
attractive clients to
financial service

ups guidance providers
Limited access Support Support workforce  Direct training subsidies,  Workers gain highly
to skills, entrepreneurs  development for ste training vouchers, training speciased
knowledge and with business ups and scale ups leave allowances, tax competencies neede
networks of sta development through training anc incentives by firms

ups and scale
ups

throughout the

process

entrepreneurial

upskilling
programes

Involve start ups an
scale ups in the
planning and desig!
of regional skills
development
initiatives

Attract and retain
highly skilled worke

Participation in employers
councils,
collaborations/partnerships
with vocational schools,
universities and large firms

HigHlevel positions financir
programes, employee

benefits, intellectual propet
University and entreprenet
incubators, mentoring

programmes, cluster policies
technology transfer platforr

PEER LEARNING AMONG REGIONS IN INDUSTRAL TRANSITION © OECD2018

Targets training mort
efficiently

Greater jotelated
welbeing and
satisfaction
Supportginovative
entrepreneurial activ
and commercsats
knowledge



74b CHAPTER TITLE

Establish networks
between industry ai
universities
throughout the
entrepreneurial
process

Knowledge sgillers

Improgthe Ensure a friendly
entrepreneurial regulatory

Simplify regional
regulations and

Consult with firms to identit
the regulatory requirement:

Improves efficiency

enabling environment registration perceived as burdensome,
environment procedures (e.g. measure compliance costs
license and permit regulatory impact analysis,
systems) selfemployment support
structures
Onestop service Web portals, cedintrese Cuts transaction cos
centres for government systems f+ b r for entrepreneurs
entrepreneurs and andmo r t astop offices ¢
businesses, includit
withinformation
about regulations al
public support
programes
Foster an Teach Orgarsepublic events for
entrepreneurshig entrepreneurial skill children/students; IT
culture in formal education speciased schools, digital
systems hubs to raise awareness al
the importance of
entrepreneurship
Lack of Encourage the Include evaluation Quantitative assessments Supports building
appropriate evaluation of requirements in (e.g. random control trial), evidence bases,
evaluation policies, policy design qualitative assessments (e facilitateadjusting

frameworks for initiatives, and
entrepreneurial business ideas
activity

Develop innovative
ways to evaluate
business ideas that
do not rely tynora
firm's financial
background

measures of satisfaction)

Base the evaluation
mechanism on amadysis of
the management téam
composition tire predicted
demand for a prodipetor to
market entry)

polites, programmes
andfinancingV
Informs decision
making
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