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OECD: the Challenge

• A conundrum: 

• The GDP of member states has grown 
significantly since 1970 and income levels have 
converged.

• However at the regional level GDP per head has 
diverged

• The RDAs in Wales and the RGAs in Sweden can 
be seen as a response to these developments 
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Regional Growth

• What are the drivers of regional growth?
– greater investment and/or

– greater productivity

• Product and process innovation is the key to 
productivity
– education, training and skills drive technical innovation

– other important ingredients are networks and clusters of 
firms that promote process innovation

• Regional agencies should seek to harness these 
‘endogenous growth’ factors

Endogenous Growth

• The new regional policy emphasises:

– agglomeration effects, spill-over effects from 
R&D expenditures and diffusion rates of new 
technologies

– the importance of the knowledge economy

• Endogenous growth emphasises the possibility of 
increasing returns to scale through networks and 

clusters
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Theory and Practice

• Innovation and productivity growth require stable 
and sound macroeconomic policies,

• But the regional impetus comes from the 
microeconomic level  - especially from 
innovation amongst networked firms.

– growing emphasis on people rather than hard 
infrastructure projects

– or people projects linked to hard infrastructure 
investment

Decentralisation

• RGAs in Sweden :

– proposed that economic problems can be more 
effectively co-ordinated through stronger and more 
accountable regional partnerships 

• This required changing focus from basic 
infrastructure provision to institutional innovation

• The RGAs were essentially experiments in tune 
with the new regional policy
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Weaknesses

• The knowledge gap

– there was a dearth of information on the performance of 
local SMEs; this needed to be addressed

• the institutional deficit

– a plethora of institutions provided business support; this 
needed to be streamlined and focused on the needs of 
private sector firms 

• Because of these weaknesses RGAs had difficulty 
raising the innovative capacity of partnerships

Knowledge Gap

Performance characteristics of Successful firms:

– have ‘strategic leadership’

– keen to innovate

– well networked

– export oriented 

– focused on marketing 

– management and skills development budget

– sound financial controls

– utilise information technology effectively

– willingness to absorb equity/partnerships
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Diagnostic Project:

• Research the growth potential of firms in clusters

• Identify barriers to growth/Develop ranking system 

• Disseminate results to co-ordinated business support 

organisation to overcome barriers to growth

Micro firms and 
Neighbourhood firms

Growth Potential

High Growth

SMEs

Institutional Deficit

• Importance of active business involvement: 
businesses are best placed to identify labour 
shortages   

• Need to integrate the people and skills agenda 
with the business development agenda

• Set priorities for the training needs of the area and 
ensure that these are attuned to the needs of 
business. 
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Summing Up

• Regional agencies need to focus on endogenous 
growth

• They need to be actively involved in policy 
development – not just project delivery

• Agencies should co-ordinate regional functions to 
deliver integrated solutions

• To achieve this agencies need to challenge 
conventional hierarchies and introduce more 
inclusive delivery structures


