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 Strengthening innovation in European regions 
through smart specialisation strategies  

 
European regions, like others in the world, are faced with challenges arising from 
globalisation, demographic shifts, decarbonisation, and a productivity slowdown, all of 
which can undermine inclusive growth. Creating more competitive and resilient 
regions can help mitigate or even overcome the impact of these challenges. While 
there are a number of tools to support this, effective smart specialisation strategies – 
ones that successfully foster innovation, increase competitiveness, and ensure 
sustainable jobs – can activate regional innovation potential. 
 
Regions undergoing an industrial transition are faced with specific challenges, and are 
often associated with an unsuitable skills base, job losses due to deindustrialization, 
and limited investment opportunities. Given the specificities of these regions, targeted 
policy measures to boost innovation capacity can help them successfully transition 
their industrial bases.     
 
The first phase of European Commission’s Pilot Action on Regions in Industrial 
Transition supported building dialogue and sharing experiences among ten regions and 
two countries. As part of this initiative, and in collaboration with DG REGIO, the OECD 
organised two series of five thematic peer-learning workshops to help regions better 
address a number of the distinct factors to consider when designing the next 
generation of smart specialisation strategies. The workshops promoted mutual 
learning and sharing practices in policy design, implementation, and monitoring.   
 
The following pages highlight key OECD insights and policy suggestions on the five 
topics discussed during the workshop series, all of which represent specific obstacles 
to growth in regions facing industrial transition: 
 

• Preparing for the jobs of the future: Building on existing industrial 
specialisations and workforce skills 

• Broadening and diffusing innovation: Exploring new ways to support 
education and capital investment 

• Transition to a climate-neutral economy: Ensuring the transition of regions 
to a low-carbon economy 

• Promoting entrepreneurship and mobilising the private sector: Promoting 
entrepreneurship and lifelong learning  

• Inclusive Growth: Encouraging inclusive growth addressing socio-economic 
inequalities  

 
These topics are highly inter-connected and policy makers may face challenges aligning 
the diverse policy objectives they represent. Effective smart specialisation, a 
functioning regional innovation system, and appropriate governance structures are all 
drivers of success.   
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Geography matters for the future of work 
Job tasks have been automating for centuries, boosting productivity and giving rise to new jobs 
that provide employment and contribute to rising living standards. At the same time, 
technological progress can threaten established business models and lead to job losses in certain 
locations. 

A skilled workforce is key to support new industrial pathways and attract investment. However, 
technological progress, including job automation, poses relevant employment challenges that are 
uneven across regions and local communities. For instance, the share of workers in jobs with a risk 
of automation equal to or larger than 50% varies more than two-fold across regions in the OECD 
countries for which data is available. The share of jobs at risk of automation is as low as 28% in 
Helsinki and the surrounding region, while reaching 70% in West Slovakia. While some regions can 
take advantage of global value chains and digital production means, other regions lag behind, 
calling for tailored local policies to ensure high-quality jobs and to prepare workers for jobs of the 
future. 
 

Policy suggestions  
Help workers transition to better jobs and spur job creation 

• Policy responses vary according to specific regional challenges. Regions with lower 
risks of automation need to ensure that low-skilled workers and disadvantaged 
groups benefit from the transition to lower risk occupations. Regions at higher risk of 
automation need to focus on structural adjustments that can generate jobs at lower 
risk of automation.  

Help firms transition to the digital economy  

• Small and medium sized firms can play a key role in the transition towards lower risk 
jobs. Policies need to ensure that local firms are able to reap the benefits of 
digitalisation and have the necessary management and workforce skills to do so. 

Align skills needs with regional development policies    

• Getting skills right is only one part of the story. Preparing for the future of work 
requires aligning employment policies with other components of regional 
development policy, such as entrepreneurship and broadening and diffusing 
innovation  
 

 
 
FIND OUT MORE 

● OECD (2018). Job Creation and Local Economic Development 2018. 
  

PREPARING FOR THE JOBS OF THE FUTURE 
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Share of jobs at risk of automation, 2011 
Share of regional workers at risk of job automation higher than 50% 

 
Definition: Share of regional workers at high risk of job automation (risk>50%). A job is considered to be at risk 
of automation if it has a 50% or higher probability of being automated. For each region, the share of jobs at risk 
of automation is calculated using data on regional employment by occupation and the estimated probabilities of 
automation from the results of Nedelkoska and Quintini (2018). As an approximation, the method assumes that 
jobs within the same job category have the same risk of automation across all regions of a country. 
 
Reference years and territorial level: Reference year 2011. Data from Germany corresponds to the year 2013. 
Large regions (Territorial Level 2 of the OECD Regional Statistics [Database]), except for Flanders (Belgium), 
for which sub regions are considered (corresponding to NUTS2 level of the European Classification), as well as 
France (regions prior 2016 territorial reform).  
 
Source: OECD calculations based on Nedelkoska and Quintini (2018), “Automation, Skills Use and Training”, 
OECD Social, Employment and Migration Working Papers, No. 202, (Nedelkoska and Quintini, 2018), and 
national Labour Force Surveys (2016). Published in OECD (2018), Job Creation and Local Economic 
Development 2018 
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Broadening and diffusing innovation supports 
productivity growth 
All regions have the potential to narrow gaps with the best-performing region  in their country. 
By building on local assets and specific advantages, regions can trace a pathway to sustainable 
growth. Leveraging broad-based innovation diffusion is a driver of success.  

Policies that focus not only on innovation but also on innovation diffusion help lagging regions 
“catch-up”, thereby reducing persistent disparities in economic performance across regions. 
Productivity dynamics are at the core of sustainable economic gains. Many regions across the EU 
have narrowed the gap with the European productivity frontier, but others struggled to “catch 
up” (Figure 2). In part, this struggle reflects nation-wide economic underperformance, but in 
many countries, regions lagging behind the frontier are not seizing opportunities from 
technological and organisational progress. A broad-based innovation policy needs to go beyond 
innovation at the frontier to support innovation diffusion through investment in physical and 
human capital, and capacity building in firms and the public administration. Promoting cross-
cutting measures that engage not just innovation related agencies but investment promotion 
agencies, as well as relevant private sector actors, is also valuable. 
 

 Policy suggestions 

Build local and global links to support “catching-up” 

● Tapping into global knowledge flows helps regions narrow productivity gaps. 
Specialised and knowledge intensive services in cities can help surrounding areas 
“borrow” agglomeration benefits and access knowledge – but only if links 
between the metropolitan area and its surrounding territories are effective.  

Innovation strategies should combine local assets and external knowledge 

● Global value chains and automation are changing industrial structures. Regional 
development and innovation policies can focus on upgrading the position of a 
region within global value chains or strategically linking different industries to 
move into new sectors.  

Broaden the innovation policy paradigm  

● Ongoing shifts in innovation policy rationales, actors, and instruments broaden 
the range of mechanisms available to local authorities. Using mixed modes of 
innovation and diffusing innovation helps regions to maintain strong local 
innovation ecosystems.  

 
FIND OUT MORE 

• OECD (2018). Productivity and Jobs in a Globalised World: (How) Can All Regions Benefit? 
• OECD (2016). Regional Outlook 2016: Productive Regions for Inclusive Societies.  

BROADENING AND DIFFUSING INNOVATION  
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Productivity dynamics at regional level in the EU 
Classification of TL2 regions, 2000-2016. 

 
Notes: Frontier region is defined at European level as the aggregation of regions with the highest productivity (GDP 
per worker) among 25 EU countries and representing 10% of total employment in the EU. Catching-up/diverging 
regions grew by at least 5 percentage points more/less than the European frontier over the 2000-16 period. Keeping 
pace regions fall in between. 13 out of 200 regions compose the EU frontier:  Burgenland, Vienna (Austria), Brussels 
region (Belgium), Île-de-France (France), Hamburg (Germany), Southern and Eastern (Ireland), Lazio, Liguria, 
Lombardy (Italy), Groningen (Netherlands, Stockholm (Sweden), Greater London (United Kingdom), Luxembourg. 
 

 Source: OECD Regional Statistics [Database]. 
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Seizing the benefits of investing in green growth 
 

Accelerating the transition to a climate-neutral economy is a pre-condition for sustainable growth 
and well-being. It compels European regions to reorient their economies towards low greenhouse 
gas emission pathways and to increase their resilience to the effects of climate change.  

Achieving a climate-neutral Europe by 2050 will require investments in modern, smart, and clean 
infrastructure. The pursuit of climate-compatible growth will benefit regions in industrial 
transition through a transformation of their industrial base, including the energy, manufacturing, 
transport and construction sectors. Emission goals need to be combined with socio-economic 
objectives, such as providing clean jobs, improving health, or reducing pollution. High spatial 
heterogeneity in regional carbon footprints, measured in tons per capita of CO2 equivalent, calls 
for targeted policy action (Figure 3). Local governments are key players in this area since many 
of their choices, such as transport regulation, building construction, and spatial planning can 
determine the extent of carbon emissions.  
 

 Policy suggestions 
 

Ensure policies align growth, climate, investment and financing objectives  

● Core climate policies such as a high price on carbon and strong regulatory 
support for energy efficiency measures are necessary, but not sufficient on their 
own. A three-pronged approach to low-carbon growth complements policies 
targeted at climate change with pro-growth climate related structural reforms 
and low-carbon friendly investment incentives. 

Facilitate short-term structural changes  

● Local, regional, and national governments will need to mitigate the impact of 
structural changes that are likely to secure a low-carbon transition. These 
include reduced tax revenues, labour market and trade fluctuations, and shifts 
in household income distribution.   

Make the transition progressive, inclusive and good for business 

● Engaging local government, employers, and workforce in communities 
undergoing transition can help to ensure a just transition for businesses and 
workers. Local and regional governments play a role in in stimulating markets 
for low-carbon investments. 

FIND OUT MORE 
● Botta, E. (2018). A Review of “Transition Management” Strategies: Lessons for advancing 

the green low-carbon transition. Issue note for the GGSD 2018 Forum on “Inclusive 
Solution for the green Economy. 

● OECD (2017). Investing in climate, investing in growth.  

TRANSITION TO A CLIMATE NEUTRAL ECONOMY  
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Sub-national household carbon footprint 
 Tons per capita of CO2 equivalent 

 

 
Definition: Footprint calculations are based on consumer expenditure surveys and environmental and trade detail 
from the EXIOBASE 2.3 multiregional input-output database describing the world economy at the detail of 43 
countries and 200 product sectors.  
 
Reference year and Territorial level: 2010 except, Greece, 2014; Slovak republic, 2013; Finland and Romania, 2012; 
Czech Republic and France, 2011; Estonia, Hungary, Latvia, Lithuania, Luxembourg and Slovenia, 2007. Large 
regions (Territorial Level 2 of the OECD Regional Statistics [Database]), except for France and Slovenia, NUTS1. 
 
Source:”Mapping the carbon footprint of EU regions” Diana Ivanova et al 2017 Environ. Res. Lett. 12 054013 
http://iopscience.iop.org/article/10.1088/1748-9326/aa6da9    

http://iopscience.iop.org/article/10.1088/1748-9326/aa6da9
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Promoting entrepreneurship and private sector 
engagement drives structural change  
Enabling entrepreneurship and private sector engagement in regions in industrial transition helps  
to adress slow productivity growth and to boost innovation and employment. New start-ups and 
entrepreneurial SMEs are leading actors.    

Innovative entrepreneurship can continuously adapt and renew old industrial structures by 
responding to new markets, new technologies, new tastes, new regulatory environments, and 
changes in trade regimes. Start-ups and entrepreneurial SMEs drive technological innovation, 
employment growth, and productivity. They also contribute to increasing aggregate productivity 
by displacing firms with lower productivity and by competing with incumbent enterprises. 
Regional variations in active firm density persist across Europe (Figure 4). The reasons for this 
vary, including industrial density, population and income growth, and entrepreneurship culture. 
Regions in industrial transition often face weak entrepreneurship culture, a lack of risk capital, 
and underdeveloped knowledge networks, all of which can constrain dynamic entrepreneurial 
activity.  

 
 Policy suggestions 

Build strong entrepreneurial ecosystems to spur start-up and scale-up activity 

● Fostering a dynamic business environment and healthy firm dynamics helps 
foster entrepreneurship. This includes enabling framework conditions, targeted 
SME and entrepreneurship policies and supporting the transition to sustainable 
business practices. 

Support access to finance, markets and entrepreneurial experience  

● Entrepreneurs often lack access to finance, markets, and entrepreneurial 
experience. Facilitating access to finance and experienced business mentors, as 
well as the effective use of strategic resources – including skills, technology and 
knowledge – by growth-oriented entrepreneurs and SMEs helps entrepreneurs 
and SMEs to reach full growth potential. 

Support entrepreneurial careers with entrepreneurship education 

● Entrepreneurship education provides students with skills that support achieving 
entrepreneurial opportunities. Entrepreneurship education programmes, 
incubators and accelerators that help students launch new businesses are all 
successful ways to teach entrepreneurship.  

 

FIND OUT MORE 
● OECD (2018), SME and Entrepreneurship Outlook, forthcoming.  
● OECD (2017), Small, Medium, Strong. Trends in SME performance and Business 

Conditions  

ENTREPRENEURSHIP  
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Regional variation in active firm density 
Number of firms per capita in the region as a percentage of the national average, 2015. 

 
Note: Number of firms per capita in the region in percentage of the same ratio at national level. Firms are defined 
as number of active enterprises, for the Total economy aggregate (industry, construction and services exc. 
insurance activities of holding companies), except Germany, data based on establishments, total economy; and 
the United Kingdom, data for the total economy. 
 
Reference years: 2015, except Norway and the United Kingdom, 2016; Germany, Ireland, Latvia, Luxembourg 
and Spain, 2014, Denmark, 2014 
 
Source: OECD Regional Statistics [Database].  
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Adopting an integrated territorial approach to 
benefit everyone 
Creating the conditions for all regions to fulfill their economic potential and generate growth can 
alleviate spatial disparities and ensure more inclusive development, contributing to a higher 
quality of life and strengthening economic opportunities.  

The OECD framework on measuring well-being in regions helps policy makers understand how 
economic growth translates into better living conditions. Ensuring a good quality of life and 
opportunities for human development are important priorities. To enhance quality of life, 
strengthening labor market inclusion, raising educational attainment, and supporting life-long 
learning as well as skill acquisition can help. For example, addressing the strong variations in labor 
market participation rates across Europe’s TL2 regions calls for context-specific and place-based 
policies (Figure 5). In addition, regions in industrial transition often are characterised by large 
spatial disparities, particularly between urban and rural areas. While rural areas are on average 
less productive than urban ones, connecting rural places to cities can promote a catching up and 
economic growth.  
 

 Policy suggestions  
 

Help reduce inter and intra-regional disparities through better territorial linkages  

• Building on complementary assets between rural and urban areas can generate 
benefits for people and firms in both areas. Rural-urban partnerships represent a 
valuable tool to produce public goods, achieve economies of scale, build capacity, 
and overcome co-ordination failures between local and regional governments.  

Address youth unemployment and the gender gap 

• Addressing skills gaps and youth unemployment, as well as gender gaps in labour 
force participation has positive implications for inclusiveness and well-being. 
Inclusive labour markets make it easier for people to join the labour force, tackle in-
work poverty, and avoid disincentives to work.  

Maintain strong local governance and partnerships   

• Adopting a strategic and integrated approach to inclusive growth is key. Engaging 
stakeholders through information sharing, consultation, and participation, as well 
as active and clear communication are fundamental to successful regional well-
being strategies. 

 
FIND OUT MORE 

• OECD (2018). Regions and Cities at a Glance 2018.  
• OECD (2017). The Geography of Firm Dynamics: Measuring Business Demography for 

Regional Development 
• OECD Webtool: How’s Life in Your Region?: https://www.oecdregionalwellbeing.org/  

 

  INCLUSIVE GROWTH  

https://www.oecdregionalwellbeing.org/
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Labour participation rates, 15-64 years old 
Percentage of labour force 15 to 64 years old over the population of the same age rang, 2017. 

 
Definition: The participation rate for 15 to 64 years old is the percentage of labour force 15 to 64 years old over the 
population of the same age range.  
 
Reference years: 2017, except Sardegna (Italy), 2016. 
 
Source: OECD Regional Statistics [Database]. 
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