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Create favourable conditions for the launch and development of
innovative industries/organisations, particularly in disadvantaged and
peripheral areas

The creation and development of innovative industries/organisations are conditioned by the
environment for doing business and innovation. The conducive factorsinclude supportive and
clear regulations, availability of skilled labour and of organisations that stimulate science,
technology and innovation, access to (consumer) markets and to finance, good quality of
infrastructure etc. Thus, greater economic activity, innovative and inclusive job creation are
predominantly concentrated in capital regions/areas. This implies that policymakers should
promote innovative and inclusive job creation and ensure supportive ecosystem, particularly
in the peripheral and other disadvantaged areas. The latter is particularly important, since the
EU recognizes that rural areas represent the fabric of the European society'. Both local and
regional public authorities recognize that, for example, rural areas must be built on the fact
that they all display large differences in the characteristics - topography, location, degrees of
remoteness, as well as, demographic, economic and environmental differences® These all
should be considered by policymakers in developing the strategies for rural areas.

Set business-friendly, stable legal and regulatory frameworks

Setting business-friendly, stable legal and regulatory frameworks is critical for all
organisations, especially those engaged in innovation and risky ventures. These frameworks
should consider the amount of time that it takes to start a business, deal with construction
permits, get electricity, register a property, get a credit, as well as, procedures that protect
minority investors, paying taxes, trading across border and enforcing contracts?. Provision of
stable frameworks assures organisations of clarity, transparency and predictability of the
policy/political environment in which they operate. Hence, it encourages investors,
innovators and entrepreneurs to make long-term decisions, to access and to commit
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resources for realisation of more risky/innovative ideas®. To increase attractiveness of the
peripheral/disadvantages areas, policymakers can introduce various preferential measures,
such as the special economic zones with lower taxes or provide lower regulatory barriers than
in other regions/area. Such preferences can be given to targeted industries/organisations that
will support development of a desired industrial specialisation.

Foster synergies between existing industrial structures and innovative industries

There is evidence that the entry/emergence of innovative industries is linked to higher wages
when they are related to the existing industrial structures. In addition, synergies between
existing/old industrial structures and new innovative enterprises are producing a larger job
creation effect®. Moreover, collaboration between different types of economic actors
reinforces their financial sustainability, namely innovative industries support innovation in
existing industries thereby increasing their competitiveness, while the latter ensures demand
for products/services of innovative industries. Such collaboration also stimulates greater
sharing of ideas and resources (e.g., infrastructure) that will increase efficiency, productivity
and economic performance of all involved actors. To foster such synergies, policymakers
should analyse existing industrial structures and industrial specialisation, attract or support
the development of innovative industries in related sectors, and create
platforms/ecosystems/networks for collaboration.

Ensure availability of high-quality hard and soft infrastructure

Hard infrastructure refers to the physical systems (e.g., roads, bridges) that support
modernisation of industries, while soft infrastructure refers to human capital and institutions
that support the delivery of services, such as healthcare, law enforcement, education.
Investment in both hard and soft infrastructure is necessary to support the creation and
development of innovative industries/organisations®. The disadvantaged/peripheral areas
are typically characterised by a lack or low quality of both hard and soft infrastructure. This
creates logistical barriers, increases costs and causes other complexities for innovation and
entrepreneurship, leading to departure of talent and capital from such areas. Thus,
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investment (public or private) in infrastructure in the peripheral areas is an essential element
of success.

Adopt a multi-fund approach

Access to finance is a key challenge for innovation, as it is associated with risk. A multi-fund
approach that implies a streamlined and combined access to finance from public and private
sources or a combination (i.e., public-private) is considered effective in facilitating access to
finance. To develop this approach, policymakers should create favourable conditions for
investors and offer a variety of financial instruments to innovative industries/organisations. In
disadvantages/peripheral areas, the threshold for accessing finance should be lowered to
stimulate investment, while private funders that provided capital should be offered
guarantees or compensatory mechanisms in case of inability to fulfil financial obligations.

Ensure effective functioning of business support organisations

Business support organizations are non-profit, public and for-profit resource organisations
that serve local businesses and support their growth and success. Such organisations include
clusters, ecosystems/networks, technology/innovation and business centres, industry
associations, public investment and innovation agencies etc. Their services encompass
matchmaking for identification of talent, partners or investors, co-working spaces and
infrastructure, and a broad range of information/advisory/training support services. Overall,
the business support organisations play a vital role in the economy, particularly in
disadvantaged/peripheral areas. Policymakers should ensure effective functioning of these
organisations by regularly checking what support is needed and by designing other
complementary measures that will support innovative industries/organisations.

In combination with the above, due to vast differences and peculiarities of the disadvantaged
areas, policymakers should tailor their policies/interventions based on a specific context.
Beyond this, the governments should assure a bottom-up participation of local communities
to be aware of their needs and to turn them into 'smart villages' - those that use advanced
technologies to improve the quality of life, maintain the principles of sustainable
development, protect the natural environment, and achieve the desired effects with the
lowest costs incurred in the long run.

Consider the following PILLARS and external resources to create favourable conditions for the
launch and development of innovative industries/organisations, particularly in disadvantaged
and peripheral areas:

Title and weblink Authors and year Description

Successful Practices and OECD, 2010 The findings presented in this report encapsulate insights
Policies To Promote from various case studies spotlighting optimal methods
Regulatory Reform and for fostering regulatory reform and entrepreneurship at

the regional level. The study encompasses the
involvement of three Mexican states (Baja California,
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Entrepreneurship at The

Subnational Level

Jalisco, and Puebla), along with three provinces from
other nations: British Columbia (Canada), Catalonia
(Spain), and Piemonte (ltaly).

The 2022 EU Industrial

R&D Investment
Scoreboard

Commission, 2022

The EU Industrial R&D Investment Scoreboard (the
Scoreboard) offers economic and financial data derived
from the latest audited accounts of the top 2500 global
R&D investors and the EU's 1000 R&D investors. It serves
as a resource to compare EU firms with their international
counterparts, track trends over the past decade, and
grasp the dynamics of industrial R&D. Embracing Open
Innovation principles, the database is openly accessible,
enabling stakeholders like companies, policymakers, and
researchers to conduct their individual benchmarking
and monitoring activities.

European Cluster
Collaboration Platform

The ECCP acts as the primary online hub for European
cluster stakeholders and international partners seeking
collaborations. It provides modern tools and resources to
cluster organizations, partnerships, and networks, aiding
them in efficient networking, cross-sectoral cooperation,
and staying updated on cluster development.
Additionally, it supports enhancing competitiveness and
knowledge in industrial ecosystems and cluster

formation.
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Global Gateway European The Global Gateway represents durable and reliable

Commission, 2023 connections beneficial for both humanity and the
environment. It intends to address critical global issues
such as climate change, healthcare enhancement, and
strengthening the security and competitiveness of
worldwide supply chains. Essentially, this model targets
investments in both physical and intangible
infrastructure, focusing on sustainable areas like digital
technology, climate initiatives, transportation,
healthcare, education, research, and promoting an
equitable environment.

Investing In Public CEB, 2017 The study provides insights into the CEB's extensive
Infrastructure In Europe: history of enhancing living standards in European urban
A Local Economy and rural areas while evaluating contemporary trends
Perspective and obstacles in funding local infrastructure across

member states. It focuses on three parts: firstly, an
introduction to public infrastructure in Europe; secondly,
an analysis of current challenges and trends in financing
local infrastructure; and lastly, an exploration of the
CEB's past involvement and future strategies for financing
such projects.
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Public-Private
Partnerships for Research
And Innovation: An
Evaluation of the Dutch

Experience

Public Private
Partnerships in The EU:

Widespread Shortcomings
And Limited Benefits

OECD, 2004

European Court of
Auditors, 2018

The OECD conducted an assessment of Dutch public-
private partnerships in research and innovation,
identifying key challenges faced by the Dutch government
in science and technology policy. These include
enhancing cooperation between public and private
innovators, making the Netherlands an attractive
destination for researchers and R&D activities, refining
innovation support schemes, and improving coordination
between departments. The evaluation highlights Dutch
Long-Term Initiatives (LTls) as potential models for other
OECD nations, particularly in their competitive selection
process and organizational structure. LTIs prioritize
industry leadership while ensuring public interests like
access to research findings and reinforcing fundamental
research capabilities.

EU funds have been underused for Public-Private
Partnerships (PPPs) despite encouragement for their use
as an effective project delivery method. From 2000 to
2014, only 84 PPPs received €5.6 billion from the EU out of
a total cost of €29.2 billion. Successful PPPs require
administrative capacity and experience, which are limited
across EU Member States. Recommendations include
refraining from extensive PPP promotion until issues are
resolved, analyzing procurement options thoroughly,
establishing clear PPP policies, and enhancing the EU
framework for better PPP project effectiveness.
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