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1 Introduction

Smart Specialisath is an innovative placeased approach aiming at boosting economic growth,
employment and competitiveness through the ideadfion and development of regional sectors in
the EU.Smart Specialisatiois a bottomup and flexible process, which builds on stakeholder
collaboration and interaction to define the competitive strengths and advantages of a region from the
ground. In the period 20142020, br the first time, EU cohesion policy requires to develop suc
strategies as a preequisite in order to receive funding from the European Regional Development
Fund (ERDF).

TheEuropean Commissiommn Smart Specialisatioh

EuropeanCohe#on Policy aims to reduce differences between regions and to ensure growth across
Europe. Structural Funds are among its main tools. Its efficient use and management is a crucial factor
for many regions in Europe to overcome the economic crisis.

However, \ith Smart Specialisation the Commission aims to go far beyonttattidonal use of
Structural fundsSmart Specialisatiois perceived asa processhat has the potential to increase

E P]}ve[ JvVv}IA 3]}v % ]3ICisnot onk} dbonit AinglrXgions. Rather, it provides the
framework, processes and instruments to establish collaboration and partnerships across European
regions and on a global scale.

Research and innovation strategies for smart specialisation (RIS3) are an economic trémsforma
agendabased on an entrepreneurial discovery process in the regionsebyiicly on top research and
innovation knowledge and the shared ownership and commitment of the atpoigate and publict

in the regionsRIS3 include focus on identifying inhe areas of competitive strength, solving major
societal challenges, bringing in a demaniden dimension, innovation partnerships emphasizing
greater ceordination between different societal stakeholders and aligning resources and strategies
between pivate and public actors of different governance levels.

Two main tools have been developed and maintained by the Commission in order to support the
implementation oRRIS3The Smart Specialisation Platform (SB&) established in 2011 following the
Communication 'Regional Policy contributing to smart growth in Europe 2a285sists Member
States and regions to develop, implement andemevtheir RIS3 strategies pyovidinginformation,
methodologies, expertise and advice to national and regional potikgrs, as well as by contributing

to academic debates around the concept of smart specialisattoen.S3P is hosted by JRC's Growth
and Innovation Directorate in Seville.

The Stairway to Excellence (S2E) prejest originallgentred on the provision @fssistance to the 13
Member States who joined the European Union in 2004 and subsequentayeasns to closethe
innovation gap andromote excellence in Europe by promoting the combined okdwo key

! http://ec.europa.euljrc/en/researchtopic/smartspecialisation
?http://eur -lex.europa.eu/legatontent/EN/TXT/PDF/2uri=CELEX:52010DC0553&from=en



http://ec.europa.eu/jrc/en/research-topic/smart-specialisation
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52010DC0553&from=en

European Union funding sources for research, dgveént and innovation the European Structural
and Investment Fund&8IF) and Horizon 2020 (H2620)

The Commissioplans to adopt a new Communication @&mart Specialisation: a fresh approach to
the European growth and jobs througigional innovatiorstrategies'end of May 2017. In addition,
an event is to be considered in the second half of 2017 to illustrate-torgite and to assess
perspectivesWhile he Communication of 2010 was tbasis for the actual periodhe future one
should sethe scene for the next years considering the fact thegions are now looking for political
commitment for the pos2020Cohesion Policy period

° https://ec.europa.euljrc/en/researckopic/stairway-excellences2e



https://ec.europa.eu/jrc/en/research-topic/stairway-excellence-s2e

2 Policy questions

After the design and approval phase of 8mart Specialisaticstrategies, implementatiohas been
started across Member StateShe aim of the EU is to increase the effectiveness of innovative
investments in all EU regions and, of course, helpingetliens with more difficulties.

Smart Specialisation evidently encompasses a wide variety of imp&imentodels in different
economic sectorgaising many questions for public authorities and pahekers.The significance of

a good implementation, identification and adjustment of gaps and monitoring problems are crucial. In
this regard, there are somey issuesummarisedelow in four open questions, for public authorities
and policymakerson how they could benefit from an improved and more efficientootlof RIS3.

Generating bettesynergiesbetween regional innovation and development policied fanding
programmest such as H2020 and COSNIG&t strategic and implementing level, have to be
further analysed and strengthened. Many regions have already developed successful examples.
The CoR supports the Commission's efforts in this direction,flasted in its Staff Working
Document on 'Enabling synergies between European Structural and Investment funds, Horizon
2020 and other research, innovation and competitivenreleted programmes'.

The question therefore is, whether these synergies cacthimvad and what territorial impacts
do they have?

The same could be said in termssiphplification Simplifying the regulatory framework would not

only facilitate better interaction between different financial instruments but also make
procedures less ooplex and reduce bottlenecks in the administrative process of the strategies as
well as encourage investment in human capital, including via EU interregional partnerships, with a
view to boosting administrative capacities.

The question therefore is, whettsnart specialisation can letmla more simplifiedegulatory/
policy framework and if so, what territorial impacts could be envisaged?

Establishing smooth links between the different levelgavernance EU, state, regional and,
where appropriate, la - and improving on the coordination between the management
authorities and the national contact points is a further target to aim at. RIS3 led in many Member
States and regions to a significant change in the polaking culture in terms of stakeholder
involvement, inteidepartmental cooperation, evidendmsed policy making and a shift towards

a holistic and systemic innovation policy concept. Such strategies are a key stepping stone
towards placespecific, knowledgbased economic transformation.

However, it has to be noted, that innovation is based on experimentation; consequently, the
whole idea of prioritising futureriented actions by consensus could be contradictory. However,
when need arises, priorities can be adapted, and thegetf governane mechanisms to do so
has been encouraged by the European Commission.



The question therefore is, whether smart specialisation has led to bettelerelljovernance
and if so, what territorial impacts can be detected?

Finally, further enhancing theoodination at EU level by simplifying the multiplicity of EU
programs and initiatives will allow easier access particularly of smaller regions or those with less
administrative capacity. Flexibility and coordination mechanisms to link the results of the RIS3
process to the implementation of Horizon 2020 and ofBgprogrammesand initiatives such as

the Seal of Excellence, the measures to promote the Stairway to Excellence and the regional
innovation schemes for the docation centres of the European Insté# of Innovation and
Technology (EITill encourage regions to engage in forms of transnational cooperation such as
the Vanguard Initiative, the Knowledge Exchange Platform dKtBe)CoRndthe S3 platforms,.

As an example, the coordinated work witle managing authorities national and regionat to

cover objectives and funds, and the assistance of thdRIR&CS3 Platfofrin Seville are of vital
importance.

The question therefore is, whetherast specialisation has led better policy coordirtaon at EU
level and which territorial impacts can be detected?

These questionwere put in the centre of thiFIA workshop and might provide some useful insights in
the further rollout of Smart Specialisation Strategies.

* http://s3platform.jrc.ec.europa.eu/stairwayo-excellence
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3 EU Policy developments

In its D14 resolution orSmart specialisation: networking excellence for a sound Cohesion, Padicy’
European ParliamerfEP) encouraged regions to see RIS3 as a source of opportunity rather than an
} o]P §]}vU v 00 v §Z u 8§} Z}lies byZocusids] BnZstiengph@nhingBEHesr
regionally based characteristics, potentials and competitive advantages. It gid@msised the
importance of providing regions with support and guidance in the design and implementation of their
RIS3 strategies, arlde need to step up activities in this regard. The Stairway to Excellence (S2E) pilot
project t significantly supported by the EfPaimed at 13 countries and was recently expanded to
selected lagging regions from seven other Member States.

The report on'Cohesion policy and research and innovation strategies for smart speciafisation’
stresses the importance of opting for a regional approaajyiag thatthe implementation of RIS3
can only be successful if based on local wegional assets. The reparals on the EU and the
Member States to carry out periodic (annual and-taich) monitoring of the implementation of the
strategies.

The European Committee of the Regioft3oR) clearly supported the RIS3 at the beginning of the
programing period, except theexante conditionality. Since then, the CoR participates at
administrative level at the S3 Steering Team run by DG REGIO and S3 Mirror Group, chaired by ERRIN
director. A political backup from the CoR for the future will be very much welcomed by the
Commssion and the regional and local authorities.

The CoRadopted its opinion on 'Smart Specialization Strategies (RIS3): impact for regions and inter
regional cooperation' end of Marthrhiswasthe first opinion thatooked explicitly on RIS3. However,

the CoR has already outlined its positions as regards Smart Specialisation strategies on the occasion of
other relevant omions such as on 'Closing the innovation divide' (CdR 2414j2048
'Interconnected Europé potential of the ICEectoras a source ajrowth’' (CdR 4165/20%% and on
'Measures to support the creation of hitgch startup ecosystems' (CdR 672/26%4

The opinionsobjective is to give a prompt political backup from the CoR for the future of Smart
Specialisation Strategies post 2020abglysing both the current implementation of the RIS3, as well
as the pilot Smart Specialisation Platforms. In doingheoCoR could build on the regional Research
and Innovation Strategy for Smart Specialisation (RIS3) experiences in several regising,ofo
different aspectssuchas regionalnnovation ecosystems, synergies wathuctural Funds and inter
regional cooperation.

° http://www.europarl.europa.eu/sids/getDoc.do?pubRef/EP/I TEXT+TA+PTA20140002+0+DOC+XML+VO//EN

® http://www.europarl.europa.eu/sides/getDoc.do?type=TA&reference=820160320&language=EN&ring=/AR160159
" http://cor.europa.eu/en/activities/opinions/pages/opiniofiactsheet.aspx?OpinionNumber=CDR%206963/2016
®http://eur -lex.europa.eu/legatontent/EN/TXT/2uri=CELEX%3A52012AR2414

® http://eur -lex.europa.eu/legatontent/EN/ALL/?uri=CELEX:52014IR4165

1% http://eur -lex.europa.eufbgatcontent/EN/TXT/2uri=CELEX%3A52014IR0672
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http://cor.europa.eu/en/activities/opinions/pages/opinion-factsheet.aspx?OpinionNumber=CDR%206963/2016
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52012AR2414
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52014IR4165
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52014IR0672

~

The European Councit S § Jv 18+ }v ope]}ve ]v DsmiartAspéciatisadidn Shalld be
promoted at all levels, d¢fuding through the efficient use of public investment in research. This will
facilitate contacts between firms and clusters and improve access to innovative techXdlogies

Moreover, the General AffaiGouncil GAChdopted conclusions o 'more R&l feindly, smart and
simple Cohesion Policy and the European Structural and Investment Funds more geme2dlljune

2016 Among other statemenishe GACsupported the concept of Smart Specialisation and the
inclusion of the exante conditionality regardg Smart Specialisation in the Common Provisions
Regulation and stressed that RIS3 could pewerful instrumentor contribuing to tackling societal
challenges, and boosting innovation, investment and competitiveness, based cacammimic and
territorial specificities. The Commission was invited to further explore some points for the future,
especially the cooperation between countries and regions.

As mentioned above, thEuropean Commissisnnew Communication on "Smart Specialisation: a
fresh approah to the European growth and jobs through regional innovation strategiexpected

by May 2017. In addition, the Commission is also expected to follow the EP request to organise, prior
to the Seventh Cohesion Report, a Eurafide conferencen the suljfect matterwith the EP, the CoR

and other stakeholders. Moreover, the Commission has established a newtirkinformation
availableon the JRC website. Regions are invited to submit Expressions of interest forigettieg
partnerships in specific @matic areashttp://s3platform.jrc.ec.europa.eu/sthemes

" http://data.consilium.europa.eu/doc/document/S¥863 2016 INIT/en/pdf
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4 Territorial Impact Assessment (TIA) Approach: ESPON Quick
Check

The concept of territorial impact assessment (TIA) aims at showing the regional differentiation of the
impact of EU policies. The ESPON TIA Tool™ is an interactive web application that can be used to
identify, ex-ante potential territorial impacts of new EU Legislations, Policies and Directives (LPDs). The
“ESPON TIA Quick Check” approach combines a workshop setting for identifying systemic relations
between a policy and its territorial consequences with a set of indicators describing the sensitivity of
European regions. It helps to steer an expert discussion on the territorial effects of an EU policy
proposal by checking all relevant indicators in a workshop setting. The results of the guided expert
discussion are judgments about the potential impact of an EU policy in different thematic fields
(economy, society, environment, governance) for a range of indicators. These results are fed into the
ESPON TIA Quick Check web tool.

The web tool translates the combination of the expert judgments on exposure with the different
sensitivity of regions into maps showing the territorial impact of EU policy on NUTS-3 level®. These
maps serve as starting point for the further discussion of different impacts of a concrete EU policy on
different regions. Consequently, the experts participating in the workshop provide the main input for

this quick check on territorial effects of an EU policy proposal.

4.1 Identifying the potential territorial effects considering economy, society,
environment and governance related indicators — drafting a conceptual model

In the first part of the workshop, a conceptual model was prepared on the basis of the experts'
opinions, with the objective of identifying the future potential territorial impacts of Smart
Specialisation. In an interactive discussion, the participants drew a systemic picture linking the
potential effects of Smart Specialisation in the fields of environment, society, economy and
governance. They identified potential linkages and feed-back-loops between different effects. The

following diagram visualises the experts' interaction:

2 https://www.espon.eu/main/Menu_ToolsandMaps/TIA/
3 For information on the NUTS classification: http://ec.europa.eu/eurostat/web/nuts/overview

10
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Figure 1: Workshdijndings: conceptual model

Source: Territorial impact assenent expert workshop: Smart Specialisat@Bmsselss March 2017

The next step was to select indicatdaosdescribe the identified effects. The following indicators
available at NUTSlevd wereselected andliscussed:

f ECONOMY
f Economic growth (GDP/capita)
f Number ofSMEs innovatinginouse
f Number ofinnovative SMEs collaborating with others
f GOVERNANCE
f Regional competitiveness index: confidence in rule of law
f Regional competitiveness indgavernment effectiveness
f SOCIETY
f Employment in primary sector
f Employment in secondary sector
f Disposable income
f People at risk of poverty and social exclusion
f Early leavers from education and training
f ENVIRONMENT
f CQemissions

In order to measure the adde@lue of RIS3he experts would have liked to have access to more data

on sectors and individual strategies and their indicatomsing the specific nature ofmart
specialisation

11



4.2 ldentifying the types of region affected

The ESPON TIA tool provides aaferegional typologie¥ for analysing the territorial impact of a
policy. AsSmart Specialisation strategiesy have an impact on the EU as a whole, for the purposes
of this TIA, all regions were selected and consequently the expert judgement exmhesagdhis
workshop was applied to the whole EU.

4.3  Calculating the potentialregional impact t Combining the expert judgement with
the regional sensitivity

The ESPON TIA Quick Check combines the expert judgement on the potential effaoabf
Specialis@on (exposure) with indicators picturing the sensitivity of regions resulting in maps showing
a potential territorial diffeentiated impact. This approacls based on the vulnerability concept
developed by the Intergovernmental Panel@imate Change (@). In this case, the effects deriving
from RIS3(exposure) are combined with the characteristics of a region (territorial sensitivity) to
produce potential territorial impacts (cf. following figure):

Figure 2: Exposure X territorial sensitivity = taiat impact

As the figure shows, territorial impact (which is visualised in the set of maps prekdatad the

report) depicts a combination of amlled regional sensitivity and the exposure caused by the
implementation of the policy initiativeRegional sensitivity describes thaselinesituation of the

region according to its ability to cope with external effects. It is a characteristic of a region that can be
described by different indicators and it can be described independehttheopolicy measure
analysed.

The exposure describes the intensity of the effect caused by the policy initiative on a specific indicator.
It is the effect of the implementation of the policy. Exposure illustrates the experts' judgement, i.e. the
main findings of thexpert discussion at thBA workshopThe participants of the workshop judged

the potential effect on the territorial welfare along the following scores:

1 https://www.espon.eu/main/Menu_ToolsandMaps/ESPONTypologies/index.html

12



++ strong advantageous effect on territorial welfare (strong increase)
+ weak advantageous effect on territorial welfare (increase)
no effect/unknown effect/effect cannot be specified
weak disadvantageous effect on territorial welfare (decrease)
-- strong disadvantageous effect on territorial welfare (strong decrease)

The TIA Quick Check shows the potential territorial impact in the selected types of region by
combining the experts' judgement with the given sensitivity of a region within the selected exposure
fields.

4.4 Mapping the impact

The result of the territorial impact assessment is presented in maps. The maps displayed below show
potential territorial impacts based on the combination of the expert judgement on the exposure with
the territorial sensitivity of a region, described by an indicator on NUTS-3 level. (A detailed

description of the indicators is provided in the annex.)

4.5 Data availability

The experts pointed out that the ESPON TIA Quick Check could only be used for a general assessment.
To elaborate the impact of Smart Specialisation strategies in more depth, a clearer set of initiatives of
smart specialisation and consequently more data was needed on sectors and individual strategies and

their indicators, as the implementation of strategies is very specific.

The ESPON TIA Quick Check can only show the potential impact of the policy on individual indicators,
given existing regional characteristics. It has no explanatory power in terms of detecting causalities.
Given that Smart Specialisation is a strategy to be fulfilled as part of an investment, rather than a
straightforward project, the quality of implementation can vary enormously. Therefore, predicting its

impact is particularly complicated.

The maps in this report will also show the impacts on non-EU countries (ESPON area) but the report is

based on EU-28 countries.

13



5 Economic and sociaffects

4

Economic growth (GDP per capita SMEs innovatinginouse SMEs collaborating with others
Employment in the primary sector Employment in secondary sector Disposable income
[ strong Positive effects Minor positive effects Neutral Minor negative effects ] Negative effects

The majority of the experts present at the workshop sawrttteeof Smart Specialisation in creating
jobs and inducing growth tBncouragingnnovation Thanks to Smart Specialisation, experts expect
economicgrowth, higher employment in the secondary sector, more innovation activities and a rise of
disposable income in the society.

Figure5.1: Workshop findings: Expert judgement: Effect of smart specialisatioeconomic growth (GDP/capita)

Source: Territorial impact assessment expert workshop, Brussels, 6 March 2017

Figure5.2: Workshop findings: Expert judgement: Effect of smart specialisation on disposablae

14



Source: Territorial impact assessment expert workshop, Brussels, 6 March 2017

The following map shows the impactQrart Soecialisatioron the economy growth by combining the
judgement of the majority of the experts (weakly advantageous efteith) the corresponding
sensitivity. The sensitivity of the regions is measured byG¥P per capita. Regions with lower GDP

per capita are expected to benefit more fraolicy measure aimed at GDP growth increase and that
inadvertently harm economic grol It is assumed that especialiggionsin Eastern Europe and

some regions in the south of Europe (in Greece, Italy and Portugal) and in Turkey could potentially
benefit with a high positive impact, when they are able to use the opportunities the Smart
Jecialisation approach can offer.

15



Map 1:Economic growth (GDP/capita)
Source: Territorial impact assessment expert workshop: Smart Specialisation, 6 March 2017

The next map shows the impact of smart specialisatiothe disposable income economy dertyi

from a weakly advantageous effect $hart Joecialisationwith the corresponding sensitivity. It is
assumed that regions with lower disposable income per capita are expected to benefit more from
initiatives raising it. Regions benefitting with a modeaositive impact are situated in the south of
Europe (south of Spain, South of Italy and Greece) and at the eastern border auf the EU (Poland,
Romania and Bulgayiand some regions in the Norifast of Germany, Wales aNdrth of England.

16



Map 2: Dispsable income
Source: Territorial impact assessment expert workshop: Smart Specialisation, 6 March 2017

However experts expressed their concern thagtecialisatiorhas also the potential of redirecing
(financial and notinancial) economic stimulatiomeasuredn a region Consequently, specialisation
can have not only positive butalso negative impacts on a region igecrease the backingf the
development ofcertain sectors and business activities. As a matter of fétijn a region,smart
speciakation might not only create winners oh &novation strategybut also losersEspecially
business activities that havet beenidentified as best options for improving grow#mployment
and competitiveness can get less supp®tiis is whya bottomup specialisatiorapproachand an
inclusive process of entrepreneurial discovery in the retianwould focus on creatinghe relevant
framework conditions foridentifying the endogenous competitive strengteems to be more

17



appropriatethan the top-down picking of the winners=ffective multilevel governaneeeds to be in
placeto enable such a bottorap approach.Under such circumstances, the experts expect that
especially economically weakeegions with an average lower-dome benefit from Smart
Spedcalisation.

Experts also discussed that smlfficiency is an outcome of global specialisation. While it is in the
interest of regions to identify the market niches where they are best placbd tmmpetitive in a
globalised world, it is also importard bpen up and link local specialisations in order to be aware
what other regions are specialising Ihis against this background, that expegtgpect a strong
positive impact of Smart Specialisation on collaboration among entrepreneurs.

Figure5.3: Workshop findings: Expert judgement: Effect of smart specialisation on innovative SMEs collaborating with others

Source: Territorial impact assessment expert workshop, Brussels, 6 March 2017

The map shows the impactf &nart Jecialisationon the collaboration of SMEs with others by
combining the judgement of the majority of the experts (strongly advantageous effect) with the
corresponding sensitivity. (The sensitivity of the regions is measured by the existing fshare o
collaboration between SMEs. Regions with a higher share of innovative SMEs collaborating with others
are expected to be more sensitivepolicy measurg influencing innovation.) Due to the lack of data

in some core countries (France, UK, Austria) argeimterpretation of the results is quite challenging.

18



Map 3: SME collaboration with others
Source: Territorial impact assessment expert workshop: Smart Specialisation, 6 March 2017

However experts noted that currently Europe is moredmaip of individual islands of specialisation

than of following a coordinated approachherefore, coordination is not only needachong the
multiple initiatives and programmes promoting specialisation (Vanguard Initiative, the Seal of
Excellence, the Kndadge Exchange Platform (KEP), the S3 platforms, the Stairway to Excellence etc.)
but also among theoll-out of the different regional strategiesTherefore, in addition to the
collaboration of entrepreneurs, experts also pointed out the importance dhgrahips between

policy makers and business developers.

Experts also discussed the socioeconomic impact of specialisation lealdicgwinners and losers
as outlined abovén more detail They agreed in this regard, that the concentration of efforts

19



selected niche areas can have a negative effaatompanies of long standing local sectdgsich
sectorsneed tobe adapted to specialisation trends the region in order to avoid negative social
impact such as unemployment or depopulation.

As regardshuman capital, the experts went more into detail aadphasised the importance of
education and training in providing the necessary suppla bighly educated and well trained
workforceable tocontribute with its knowledge and skiiisthe field of speialisation On this note,
experts criticised that theurrent design of Smart Specialisation doesn't &b@al innovationnto
account seriously enougiThiswas regardedoeing irresponsible towards a society with serious
demographic challenges suchaaping, depopulation and a large number of migrant population.

There wasa general consesusabout the fact that if social innovation is adapted to the local society,
the impact ofspecialisation can be maximisétl’/en the primary sector in rural areasilcbbenefit
from specialisation provided that the strategy takes the socialeaingh account. Otherwise,
localisation of industries leads potentially to a tradiebetween trade and efficien@n the one hand

and social inequalityn the other If thishappens, there is a need to compensate for inequality effects
as the common assumptidhat everyone benefits frorspecialisations only true in the long rurOn
short and medium term, specialisation often requests serious investment in local skitisdtgaial
inequality.

Figure5.4: Workshop findings: Expert judgement: Effect of smart specialisation on employment in the secondary sector

Source: Territorial impact assessment expert workshop, Brussels, 6 March 2017

For picturing the sensitivity of the employment in the secondary sector the underlying hypothesis
presumes that regions with a greater share of employment in the secondary sector are likely to be
affected from changes in the level of empl@ntresulting from golicy measuré¢han regions with a

lower shareThe following map shows the impactSfiart Soecialisatioron the employment in the
secondary sector by combining the judgement of the majority of the experts (weakly advantageous
effect)with the corresponding sensitivity.

20



Most regions would gain a minor positive effect. Amongst others especially regtbeEuropean
Pentagon, in the south of Sweden and Finland, in the North of Spain, Portugal and Italy and in the
West of Poland, Bulga and Romania could gain a moderate positive impact.

Map 4: Employment in secondary sector
Source: Territorial impact assessment expert workshop: Smart Specialisation, 6 March 2017

On a more general noteexpertscame to the conclusion that there is meechanismso farfor
measuring the economic impact of smart specigtisaon the Union.The reason being that
gpecialisation is a natural economic evolutfmocessthat can be only supportetbr in worth case
hindered) by policy measures However,it is not possible to quantify the share th&mart
Specialisation contribusgo economic growth.
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6 Effects on governance

Government effectiveness (Region
competitiveness index)

[ strong Positive effects Minor positive effects Neutral Minor regative effects ] Negative effects

Experts agreed that regiorfeatured byweaker governmentaleffectiveness have the chance to
benefit fromthe design and implementation @mart Specialisatiostrategies compared to regions
where governance structeswork already very efficiently.

Figure6.1: Workshop findings: Expert judgement: Effect of smart specialisation on government effectiveness

Source: Territorial impact assessment expert workshop, Brussels, 6 March 2017

The sensitivity of the government effectiass is measured by the Regional Competiveness*index
(RCI) Regions with a loRClcould benefit more from an improvement of government effectiveness

by implementing new standards of administration than regions that already have high standards of
their administration.The following map shows the impact of Sn&cialisatioron the government
effectiveness combining the expert judgement of the weakly advantageous effect with the
corresponding sensitivity. Whepolicy measuresare implemented efficiently,Eastern European

regions in Latvia, Lithuania, Poland, Romania and Bulgaria as well as Italian and Greek regions and
some Spanish regions could gain a moderate to high positive impact on government effectiveness.
Most of the other regions would gain a mirpmsitive impact.

% For information on RCI:
http://ec.europa.eu/regional policy/en/information/maps/regional _competitiveness/
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Map 5: Government effectiveness (Regional competitiveness index)
Source: Territorial impact assessment expert workshop: Smart Specialisation, 6 March 2017

The main concern of the experts wasaimid Smart Specialisatigtrategiesbeing one-off exercises.
Obviously, a continuous evaluation of choices and monitoring of impacts is needed to follow up the
economic, social and environmental evolution. In particit@ovation can become very dynamic if

the growth in niche aeas of compditive strengthis supported by conditions such beneficial
investment environmentavaildole human capital anghort supply chaindn turn, the continuous
evaluation and monitoring is expected to have beneficial impact on the efficiency of governance.

Another concern of the experis thatthe regulatoryframework {ncluding taation and procurement
ruleg canboth attract as well adeter businesses to invest in innovation or even to relocate to other
parts of the worldIn this respectthe experts cosideredthat Smart Specialisation will put pressure
on theregulatory frameworko encouragehat busines@and innovation friendly regulation is in place
in theregiorsthat providethe conditiondor successfudpecialisatiorand innovation.
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7 Expets policy recommendations

Theexperts came to three main conclusions

Firsty, in principle,smart specialisation should be able to contribute positively to territorial cohesion.
However, tiwas emphasisethat timing was crucial, as it is difficult to changpexts of an ongoing
programme. Now is the time to debate smart specialisation-p@20, before the programimg
period actually startsConferences with industry and regional representatassyell agraining and
capacity building, were needeéd devebp new partnerships and to allow a coherent and coordinated
inclusion of these ideas in the future programming documeritke EU level could add value by
improving governance and connectivity. Capacity must be built at the local level. However, stimulatio
for changehrough information, forecasting and-operationcan comealsofrom the EU level

For the nextsmart specialisation programmsgit was argued that funding could be pulled together,
like in the Horizon 2020 programmoein the ESI fund®r funding could be coordinated and pledged
by different Member States, like in the ERANET programme. This slsmii@ connectedwith a
strong place baskapproach in thduture EUindustrial strategyeven if the expertacknowledged
that for the time being there islittle appetite for such a strategy acrosi Membea States.
Participants agreed that the power ioktitutions in promoting specialisation liglsoin the way the
entrepreneurial discovemrocesss managed

The conclusion is that therenged to simplify the tools availatdéEU, national and regional level for
designing and implementing Smart Specialisation strategies, and to endorse synergies between
different policies promoting regional and innovation padicie well as the financialstrumentsand
programmesbacking those policies. It was argued that transparency in all the available support
mechanisms and programmes would make them easier to use; they are currently too complex
especially for small actors.

Second, it was noted thathere are many opportunities for cooperationsmartspecialisation, but

there is currently naoordinatedway to guide the overall direction of Eurofi&perts called for a
stronger involvement ofaempanies and industryn all governance level® male smartspecialisation

more productive and efficierity also defining the future European economic and innovation strategy

It was noted that companies were generally very open to dialogue, but that tools were needed to
persuade them to cooperate. Withowguch tools, the gapbetween the policy level and the
implementation levelill persist

Moreover, experts pointed out that SMEs often do not engagsniart specialisation strategies
because there is a lack of understanding of the policymakers' objeehesargumentation.
Unfortunately, regional administrations usually don't have the networks or capacity to reach these
SMEs. Sector representatives and intermediates are sometimes present to bridge the gap, and SMEs
could be accessed through them. Howevkese intermediates are often perceived following their

own interests, and often lack expertise.
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The experts argued thatopcymakers must assume SMEséao time to invest into researching
public initiatives and programmes addressing their nedti® poblems faced by SMEs should be
detected bypro-active communication activities of public administration reaching out to business,
rather than just by presenting an offef a range of potential solutionkinks between SMEsd local
academic institutionsan be effective, but currently businessesewnfare not awarewhat local
academia can do for them, so ridaships need to be developed. It was argued that actors would
engage if they could see the benefits. However, the experts also emphasised $tatidegio force
coordination would likely put people off, even if regulation is not only about obligations but also about
rights.

Thirdy, expertsstated thatalthough it is much easier to achieve smart specialisation if a region
already hasa vibrantindustry or innovatioreco-system there are, to some extenthanks tosmart
specialisationnew opportunities for rural areas find new niches and to bring ndwsinesses and
economic activities to these regior@n the mid and long term such a trend widllp to achieve
territorial cohesion However, the experts alsmmed some preconditionsfor successful innovation
strategiesin rural areas, such akcess to education and skills and the capacity of upscaling once the
niche area is proven to be competdi In any case, it was noted that a different approackrart
specialisation might be needed to suit different regions, which might require different types of
support tfor example, administration, information, governance, networks and contacts.

All in all the TIA workshops has shown thehart specialisation strategies can have a significant
territorial impact, particularly with regard to economic, social and territorial cohesion. It can be a tool
to improve the competitiveness and performance of riaedas in Europe and through the S3
platform smart specialisation is an excellent tool for knowledge sharing and innovation also in the
public sector. The territorial impact of smart specialisation in also improving local governance and
improving public seices tif it is done in the right way by nurturing economic-egstemst can be

clearly detected.
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Annex 1:Explanation of the indicators used

1. Economic growth (GDP per capita)

Definition of sensitivity

Regions with lower GDP per capita were expedt® benefit more from
policy measuresimed at GDP growth increase and that inadvertently
harmed economic growth. Sensitivity was thus inversely proportional to
the level of GDP per capita

Description

Source

Reference year

Original Indicator
Spatial Reference

Gross domestic product (GDP) at current market priBeschasing Power
Standard per inhabitant

EUROSTAT

2011
NUTS3, 2010

2. SMEs innovating inouse

Definition of sensitivity

Regions with a higher share of SMEs innovatinghmuse are expeted to
be more sensitive tgolicy measuresnfluencing innovation.

Description

Source

Reference year

Original Indicator
Spatial Reference

Share of SMESs innovationfimuse on total number of SMEs

Regional Innovation Scoreboar&C

2016
NUTS2, 2010

3. SMEs collaborating with others

Definition of sensitivity

Regions with a higher share of innovative SMEs collaborating with othe!
are expected to be more sensitive foolicy measurs influencing
innovation.

Description

Source

Reference year

Original Indicator
Spatial Reference

Share of innovative SMEs ledlorating with others on total number of
SMEs

Regional Innovation Scoreboar&C

2016
NUTS2, 2010
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4. Employment in the primary sector

Definition of sensitivity

Regions with a higheshare of employment in the primary sector are
expected to be influenced more by changes concerning this sector
resulting from apolicy measure Sensitivity is thus directly proportional to
the share of employment in this sector.

Description

Source

Reference year

Original Indicator
Spatial Reference

Share of persns employed in agriculture, hunting and forestry as well as
mining and quarrying on total employment

EUROSTAT, LFS and SBS, OIR calculation

2011
NUTS3, 2010

5. Employment in secondary seat

Definition of sensitivity

Regions with a higher share of employment in the secondary sector are
expected to be influenced more by changes concerning this sector
resulting from apolicy measure

Description

Source

Reference year

Original Indicator
Spatial Reference

Share of persons employed in manufacturingtotal employment

EUROSTAT, LFS and SBS, OIR calculation

2011
NUTS3, 2010

6. Disposable income

Definition of sensitivity

Regions with lower disposable income per capita are expected ¢éméifit
more from policy measues raising disposable income and more harmed
by potential decreases. Sensitivity is thus inversely proportional to the
level of disposable income per capita in PPS.

Description

Source

Reference year

Original Indicator
Spatial Reference

Disposable income per capita in purchasing postandard based on final
consumption per inhabitant

EUROSTAT

2010
NUTS3, 2010
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7. Government effectiveness (Regional competitiveness index)

Definition of sensitivity Regions with dow Regional Competiveness Index will benefit more fromr
an improvement of the government effectiveness by implementing new
standards of administration than regions that have already high standar
of their administration.

Description EU Regional Compeéness Index 2013
Source DG Regio project on QoG

Reference year 2009

Original Indicator NUTS3, 2010

Spatial Reference

Definition of additional indicators

During the TIAQuick Check it is possible to identify additional fields of exposuhéchw are
affected by the policy proposal and which are not provided by the tool as standard. MVhereas
was possible for the experts to assdéks exposure caused by the policy proposal during the
workshop, a valid indicator for debmg the sensitivity of regions needs to be defined in
advance. The TRuickCheck offers the possibiligf uploadngnew indicators. It provides a template
where the values of the indicator can be fillefoneach NUT-S region

For the newindicator it must be establishedvhether the exposure field needs to rb&ed as
13Z @ Z Eu(po ~Z }e8[« }E ( A}uE o0's welfdre.The }&dlewill{He®E 35Z &
automatically transform the expehtstings into numbers fofurther calculation (= normalisation).

Normalisation of indicators

The normalisation follows a linear procedure. Normalised values range from 0.75 tdril l2&sic

terms, normalisedsensitivity indicators represent coefficients that can incréfisgreater than 1)

1} E E +« ~]( o}AE 8Z v i Z %}0] C % @E&}%}e O[* Ju% S }v

Methodology for normalisation of regional sensitivity values
ANMUE W AMWKE d/ Ypll Z | D} & S}E[e 'p] v D §Z} }o}P] o IPE}uv
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Created in 1994 following the signing of the Maastricht Treaty, the European Committee of the Regions is the EUOs assembly
of 350 regional and local representatives from all 28 Member States, representing over 507 million Europeans. Its mission is
to involve regional and local authorities and the communities they represent in the EUOs decision-making process and to
inform them about EU policies. The European Commission, the European Parliament and the Council are obliged to consult
the Committee in policy areas a ecting regions and cities. It can appeal to the Court of Justice of the European Union if its
rights are infringed or it believes that EU law infringes the subsidiarity principle or fails to respect regional or locatgowe
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Tel. +32 22822143email: coter@cor.europa.eu, territorial.impact@cor.europa.eu
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