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Smart specialisation post-2020

1. What do we need to change?
2. What have we proposed?
3. How are we preparing?



Smart Specialisation 1.0 - 2014-2020

Place-based transformation Integrated into Cohesion Policy
embedded in local economy (2014-2020) as ex-ante
Dynamic entrepreneurial conditionality:
discovery process uniting « EUR 40 billion from ERDF to
key stakeholders around finance R&l projects (EUR 65
shared vision billion including co-financing)
Evidence-based « Over 120 smart specialisation
Mobilisation across different strategies supported by the S3-
departments and governance Platform
levels — triple/quadruple helix It helped regions and MS in:
Concentration of resources « developing a strategic approach
on priorities to innovation

 prioritising R&l investments

* Dbreaking down silos




Europe’s regional diversity
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Policy challenge |: the geography of growth

Europe's three geographical

= challenges:
ooy Why Regional . Competltlvepess: I\/Iallntaln gnd enhance
Sz  Development the economic dynamism of its most
matters for prosperous city-regions
Europe’s Economic . _
Future * Development: Address inequality

R between most prosperous cities and

Department of Geography & Environment

regions and much of the rest of the EU
- Particularly in the South and East

« Capabilities and opportunities: Temper
_ . frustration emerging from inter-regional
L] - i inequalities throughout EU
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* Need to spread opportunity and participation

« Focus on capabilities: different from
traditional regional policy




Policy challenge ll: Responding to globalisation
and technological change

REFLECTION PAPER ON
HARNESSING GLOBALISATION
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Building resilience through better sharing of
benefits and promoting of long term
competitiveness

* Robust social and education policies are key

to ensuring resilience and fair distribution of
wealth

* Major efforts are needed to make Europe a
more competitive and innovative economy

Innovation, Investment, Sectoral Policies, Regulation and
Taxation

* In close partnership with empowered regions

We need a vision for the future to modernise
our economy by embracing digitalisation,
technological and social innovation,
decarbonisation and the circular economy

Fundamental economic, social and
environmental transformation happens at the
local level, where business, civil society,
administrations and people interact
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THE ROLE OF SMART SPECIALISATION
IN THE EU RESEARCH AND INNOVATION
POLICY LANDSCAPE!

Dominique Foray, Kevin Morgan and Slavo Radosevic?

INTRODUCTION

This paper explores the role of regional policy in strengthening
the EU's research and innovation (R&I) policy paradigm with
a particular focus on smart specialisation. Smart Specialisa-
tion Strategies (RIS3) play a major role in stimulating R&l at
the regional level in less-developed EU regions and Member
States. It can also play an important role in the industrial
transition of other regions. Given such an impact, as well as
the mobilisation of public and private actors at the regional
level, there is now an urgent need to consider what has been
achieved and what remains to be done in the future. We will
do this in the context of the overall EU R&I policy and will
focus on five themes. First, we outline the different principles
and types of innovation policies and position regional policy
in that context. Second, we re-evaluate the roison d'etre and
novelty of smart specialisation. Third, we address its achieve-
ments to date. Fourth, we discuss the challenges of RIS3 de-
sign and implementation. Lastly, we suggest how regional and
R&I policies might be better integrated.

We are grateful to Katja Reppel, Marek Przeor and Peter Berkowitz for their
wery insightful comments on an earlier draft of this paper. However, 2ll re-
maining errors remain our responsibility.

D, Foray (EPFL, Switzerland), K Morgan (Cartiff University), 5. Radosevic
(University College London).
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1. THE LANDSCAPE OF INNOVATION-
RELATED POLICIES IN THE EU

In 2020, regional innovation policy will be 30 years old but be-
fore that anniversary it needs to be fully coordinated with other
types of EU innovation-related policies. Innovation-related pol-
icies are broadly defined policy areas which seek to enhance
knowledge generation, absorption and diffusion in the economy
(and saciety) so as to support an innavation-driven econamy
and to solve major societal problems. For our purposes, it is
useful to differentiate five main policy areas:

Research and development (R&D)-driven innov-

ation policy

Industrial policy

Cohesion or regional policy

Sectoral policies or mission-oriented policies for
grand challenges, and

Policies supporting knowledge transfer and co-gener-
ation via various types of innovation-based value and
supply chains (see Figure 1).

(1) R&D-driven innovation policy is traditonally focused on
the generation of new technology and frontier knowledge with
a view to the commercialisation of R&D-based knowledge. This
is the major policy area for generating technology-based growth,
and represents the key focus of most EU countries and regions,
be they laggards or technology leaders. The EU Framewaork Pro-
gramme for R&D (Horizon 2020) also follows this approach.

In the EU, the specific types of R&D-driven innavation policy fo-
cus either on science and collaborative R&D, or on the commer-
cialisation of public R&D, or on business R&D (Izsak et al., 2014).
However, they all assume that the R&D is the major source of
knowledge for innovation and that science and technology (S&T)
opportunities are the main drivers of technological change.

Regional end
rban Palicy

ing R&l and

jectives

R&D-driven
innovation policy

Grand challenges policy Cohesion policy

Smart specialisation

European value
Industrial policy chains and networking
initiatives

R&D-driven
innovation policy

Grand challenges
policy Cohesion policy

Smart specialisation

European
value chains

and networking
Industrial policy initiatives




Policy challenge IV: Improving effectiveness

Strengthening innovation in
Europe's regions

- EURCPEAN
COMMISSION

Brussels, 18.7.2017
COM{2017) 376 final

COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN
PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC AND SOCIAL
COMMITTEE AND THE COMMITTEE OF THE REGIONS

Strengthening Innovation in Europe’s Regions:
Strategies for resilient, inclusive and sustainable growth

(SWD(2017) 264 final}

Four challenges for boosting
innovation-led growth

Reforms of R&I
Systems

Less-developed
and industrial
transition
regions

Innovation
investments
across
regions

Synergies and
complementarities
between EU policies

and instruments




Key issues for smart specialisation post-2020

* How to better adapt smart specialisation to different regional needs?
 How to broaden innovation and reinforce innovation diffusion?

* How to strengthen links between regional innovation ecosystems and
national reforms?

* How to strengthen cooperation and internationalisation?

 How to improve links with other EU programmes such as Horizon
Europe and industrial competitiveness policies?

 How to make smart specialisation more responsive to industrial change
and technological disruption?

* How to strengthen monitoring and evaluation, lesson learning?
* How to strengthen and embed governance?
* How to promote inclusive growth?
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Modern

Focus on smart,
low carbon

Enabling
conditions, link to
Semester

Simple & flexible

90% shorter
regulations

20 key
simplifications

Adapts to emerging
needs (migration,
economy)

Cohesion Policy Post 2020

For all regions

Objective method

75% for poorest
regions

Present for
emerging needs
elsewhere
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Policy objectives

o' @

11 objectives are simplified and consolidated to 5:

1.

A smarter Europe (innovative & smart economic
transformation)

A greener, low-carbon Europe (including energy transition, the
circular economy, climate adaptation and risk management)

A more connected Europe (mobility and ICT connectivity)
A more social Europe (the European Pillar of Social Rights)

A Europe closer to citizens (sustainable development of urban,
rural and coastal areas and local initiatives)

Horizontal issues: administrative capacity building, cooperation
outside the programme area

-_ “ . European
——— Commission



PO1 Smart Growth specific objectives

In accordance with the policy objectives, the ERDF shall support the
specific objectives of "a smarter Europe by promoting innovative
and smart economic transformation" by:

1. Enhancing research and innovation capacities and the uptake
of advanced technologies;

2. Reaping the benefits of digitisation for citizens, companies and

governments;

Enhancing growth and competitiveness of SMEs;

Developing skills for smart specialisation, industrial

transition and entrepreneurship.

»w



Scope of support from the ERDF

The ERDF shall support:
a) investments in infrastructure;

b) investments in access to services;

c) productive investments in SMEs;

d) equipment, software and intangible assets;

e) information, communication, studies, networking, cooperation,

exchange of experience and activities involving clusters;
f) technical assistance.

In addition, the ERDF shall also support:

« productive investments in enterprises other than SMEs when they involve
cooperation with SMEs research and innovation capacities and the uptake
of advanced technologies under PO1 Smart Growth (a) (i)

« training, life-long learning and education activities under PO1 (a) (iv);

« sharing of facilities and of human resources, soft investments and other
activities linked to PO 4 under the European Social Fund Plus, under the
European territorial cooperation goal (Interreg).



ERDF thematic concentration

= Maintaining spending in the key areas for growth and jobs

= At national level based on GNI per head => flexibility

For countries minimum % PO1 minimum % PO2 ("greener,
with: ("smarter Europe™) low carbon Europe")
GNI below 75% 35% 30%
GNI 75-100% 45% 30%
GNI above 100% 60% PO1 + PO2 min. 85%

= 6% of budget to urban development, delivered through local
development partnerships

-_ “ . European
——— Commission



Enabling condition for smart specialisation

Policy objective Specific objective Name of enabling condition
1. A smarter Europe |ERDF: Good governance of national
by promoting | All specific objectives under|or regional smart specialisation
innovative and smart |this policy objectives strategy
economic
transformation

Fulfilment criteria for the enabling condition

Smart specialisation strategy(ies) shall be supported by:
1.

2.

Up-to-date analysis of bottlenecks for innovation diffusion, including digitalisation
Existence of competent regional / national institution or body, responsible for the
management of the smart specialisation strategy

Monitoring and evaluation tools to measure performance towards the objectives of
the strategy

Effective functioning of entrepreneurial discovery process

Actions necessary to improve national or regional research and innovation
systems

Actions to manage industrial transition

Measures for international collaboration

-_ “ . European
——— Commission



Synergies

Member States can choose to transfer up to 5% of their
Cohesion Policy resources to the new InvestEU fund.

The “Seal of Excellence” allows projects successfully
evaluated under Horizon Europe to be funded by Cohesion
Policy without having to pass another selection process, if
they are consistent with the region’s or the programme’s smart
specialisation strategy.

On a voluntary basis, and up to 5%, Member States can transfer
Cohesion Policy resources to another EU instrument to fund a
project; in this case, the rules of the other instrument apply.

The other way around, Member States can also choose to use
their Cohesion Policy money to finance a project selected under
another EU budget tool; in this case Cohesion Policy rules apply.

-_ “ . European
——— Commission



Interregional innovation investments

WHAT

Interregional innovation investments through the commercialisation and scaling
up of interregional innovation projects having the potential to encourage the
development of European value chains (‘component 5'). (ETC Art 3.5)

HOW MUCH

11.5 % of ETC Resources (i.e., a total of EUR 970m) for interregional innovation
investments (component 5). (ETC Art. 9.2)

HOW
It shall be implemented under direct or indirect management. (ETC Art 16.1)
FOR WHOM

At the initiative of the Commission, the ERDF may support interregional innovation
investments, as set out in point 5 of Article 3, bringing together researchers,
businesses, civil society and public administrations involved in smart
specialisation strategies established at national or regional levels. (ETC Art 61)

-_ “ . European
——— Commission



Boosting interregional cooperation

S3 + S3 + The focus of the pilots will be on the last
Regions Regions phases of project investment, from
demonstration to scale-up.

4 N )

Commercialise




Testing new approaches |
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PILUT ACTION: REGIONS 1
IN INDUSTRIAL THAHSITIUH

Development of a
comprehensive strategy for
economic transformation
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 Broad innovation and . Wallonia
inclusive growth building on 5 i Gy Saxony
smart specialisation Hauts-de-France @ @ "~ Grand-Est
strategy ' '
 Multi-sectoral focusing on Centre-Val de Loire™ 2 ” X

jobs, industrial sectors,
business models, economy
and society as a whole

- Addressing globalisation,
automation,
decarbonisation, emerging
and digital technologies,
skills and investment
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Testing new approaches li
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Preparatory Work

Capitalisation and assessment of work under pilots
Assessment of support provided by DG REGIO and the
JRC platform to Member States and regions 2014-2020
Assessment of prioritization and project selection,
building on JRC work

Development of framework for monitoring and evaluation
with the World Bank

Toolkit for regional analysis of industrial transition with
OECD

Synthesis of evidence on key issues with academic
experts

JRC support through RIS3 platform, Lagging Regions,
Stairway to Excellence and Thematic Smart Specialisation
Platform



Timeline

02/05
2018

29/05
2018
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09/05
2019
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2020” package - CPR Legislative negotiations in Sibiu
- ERDF { EF with Council and (Romania)
- Interreg Parliament
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