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INTRODUCTION

This report presents the findings by the Local Economic and Employment Development (LEED)
Programme of the Organisation for Economic-d@peration and Development (OECD) of the local
compona t o fNational ®eviev of Et r e pr eneur s hi p indPolahd. TBeMEvieWwdsi ci e s
undertaken by the OECD in collaboration with the Economic Development Department of the Polish
Ministry of Economy

The goal of the overall review is to provide the Polish government, raparticular the national
Ministry of Economy (MoE), with insights and recommendations for improving the design and delivery of
SME and entrepreneurship policies and programmes in Poland based on an analysis of existing policy
arrangements and comparisofthninternational best practice$he review has a national and a local
componentThe national part investigates mainly a number of issues such as the state of entrepreneurial
and SME activities in Poland, the innovation performance of SMEs, the perfgnedirimplemented
policies in these areas, efthe local component focuses on the issues of tailoring policies to varying local
needs, cardinating policies between national and local governments and agencies and securing an
appropriate level of local pkimity in the delivery of entrepreneurship policies and programmes.

The LEED Programme was responsible for the preparation of this report, which concerns the local
part of the reviewFollowing this introduction, the report is organised as folloBisapte 1 provides an
introduction of the regional context for entrepreneurship in Poland and highlights the implications for
entrepreneurship and SME policy of the transition procAssoverview of the spatial variations in
entrepreneurial activity is also pided.Chapters 2, 3, and 4 seek to aasthe following key questions:

e How should national SME and entrepreneurship policies deal with local differences in
policy needs and secure appropriate geographical accessibility of delivergchapter 2)

Under thisquestion, the review sought to understand the approach followed in Poland for tailoring
policies to local policy needs and to assess whether this approach is being successful in addressing such
different needslt examined which policies and programmes laetter delivered by national offices and
which by the local levelThis essentially meant looking at the issue of policy proximity since there are
programmes such as venture capital schemes, business angel networks, and tutoring/coaching schemes that
are held to be more successful when delivered locally, whereas other policies such as credit guarantee
schemes and direct credit provision can normally be delivered through national offices without losing
effectivenessDifferent models of local provision oftional services have also been considered.

e How does the national government ensure coherence and coordination between national
and local policies?chapter3)

In this section, the key issue to be addressed was whether there is any duplication betoman nati
and local policies and on whether and how national policies should eventually fill gaps left by local
policies.A second issue concerned the methods adopted by the national government to ensure that national
objectives are met in programmes designed/@a delivered at local level (e.gerformance targets and
output related funding)lhe way decisions are made about which level of government should intervene to
address the specific problems of localities has been investigated as well as mechanisfosiation
sharing and learning vertically between levels of governments and horizontally across local and regional
agencies.



e How well is the local level ceordinating with other levels of government and amongst
themselves and how appropriated their support to local needs?Achapter 4)

In this section key issues that have been investigated are whether the objectives of local level policies
(focusing onvoivodshipsand regional development agencies) are in line with local needs, whether there is
a gap between the objectives of national and local programmes and their implemenfafigther major
issue has beamderstanding whether the policies and programmes at local level are coherent with national
policies and programmes, including an assessmentwefhiooizontal and vertical eordination of policy
design and delivery can be improved.

For each of these issues, the report presents a statement of principles, an assessment against them,
policy recommendations and learning model programifies.final chaper incorporates preliminary key
overarching conclusions and recommendatiofise observations, statements, and recommendations
expressed in this report are based on information gathered through an OECD peer reviewlpredess.
steps of the methodolodgr the local part are set out below:

Questionnaire

A factfinding questionnaire for national authorities covering the various topics, which are the
subjects of thaeview, has been developed by the OEGQDthe frame of the questionnaire for national
aut horities, a set of guestions were aimed at ob
arrangements for local tailoring, coordination and proximity of entrepreneurship and SME policies.

Review panel visit

The OECD Secretariat and internatbmeview panel members undertook two peer review visits to
Poland from 2 to 5 March and from 20 to 22 April 2009, in order to interview national, regional, and local
policy makers and to achieve a good understanding of the key questions outlinedraboder to gather
relevant information on the local dimension, two regions as representative of the local situation have been
jointly identified by the OECD LEED secretariat
and the Lodskie regions, wte interviews have been conducted during the study visits.

Meetings were held at national level with representatives from the central Government (Ministry of
Economy; Ministry of Regional Development; Ministry of Science and Education; and Centralcatatist
Office); and with national agencies and associations (Polish Agency for Enterprise Development;
Industrial Development Agency; National Association of Guarantee Funds; Polish Association of Loan
Funds; Economy Bank of Poland; Polish Chamber of Comendrolish Craft Association, Polish
Confederation of Employmentit local level a series of meetings were held in the two selected regions,
covering the Marshalls Offices, regional development agencies, regional SME organisations, industrial
parks, techniogy parks, universities, and the Special Economic Zohesundtable with representatives
of the 16 regional government offices was also organised in order to collect information from the local
perspective about regional entrepreneurship and SME patigyities and their coherence with national
polices.

Final report

Drawing on the results of the above this final report pr@pared taking into account the comments
received during and subsequent the second study messibfrom the Steering Group Meers Once the
peer review process is completed, the local report will be integrated into the full OECD review report
(together with the national assessment).



The OECD LEED Programme was responsible for the preparation of this report. For further
information about the review series and hovwptaticipatein the LEED Programme and the Trento Centre
activities, please consult the websitesiw.oecd.org/cfe/leedvww.trentooecd.org
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CHAPTER 1

THE REGIONAL CONTEXT FOR ENTREPRENEURSHIP AND
ENTREPRENEURSHIP POLICY IN POLAND

Transition and its Implications for Entrepreneurship and SME Policy

Many of the policy isues and challenges faced by entrepreneurship policy makers in Poland reflect
the countryds recent history in emerging from ce
the contemporary SME sector, as well as the institutional structuiekathe evolved as part of the reform
process. Although contemporary Poland is an emerging market economy, its recent historical legacy
undoubtedly has some bearing on current policy issues. This means that whilst Poland can undoubtedly
benefit from oppotnities to learn from good practice policy experiences in other OECD countries, it is
important that any policy transfer is based on a sound understanding of the context into which this policy
experience is transferred.

Entrepreneurial Characteristics an€apacity

In comparison with more established EU member states, private enterprises in Poland are significantly
smaller in size, with a vast majority aficroenterprisesand very few firms that are technology based
and/or engaged in high value added agtlviwvhilst this is not surprising in view of the short period of
time that has elapsed since Poland was operating under the rules of a command economy, both
characteristics are potential weaknesses as far as the competitiveness of Polish SMEs is c®heerned.
small share of technology oriented and high value added SMEs in the economic structure, combined with
the low level of expenditure on R&D and other innovatielated activities emphasises the importance of
prioritising the development and implemendat of effective innovation policies. Polish SMEs perform
poorly on most innovation indicators, reflecting underdeveloped marlaited innovation systems at the
national and regional levels, as well as a failure to recognise the potential importanoevation to
competitiveness in the mindsets of SME managers.

Institutional Development

An important consequence of t he coun)testgblisk hi st
market institutions. Experience throughout Central and Eastern Eavepdhe last 20 years has shown
that one of the most difficult aspects of the process of market reform is the creation of market institutions,
and more importantly getting them to operate in an efficient and effective way, to facilitate the
development ad strengthening of the private sector. It is the behavioural dimension to institutional
development and change that is the most challenging. Relevant institutions include banks and other
financial institutions; business and training support services;statd organisations, such as regulatory
bodies. Significantly, it also includes membership and othemgsekrning organisations to represent the
interests of entrepreneurs, which did not exist in the centrally planned period, when organisations such as
Chambers of Commerce were effectively arms of the state.

The experience in Poland, and other former socialist economies, is that without some regulation by
the stat® a multiplicity of underesourced membership organisations tends to emerge, with limited
lobbying capacity and influence. This contrasts with mature market economies where self governing
organisations act as professional intermediaries in the process of dialogue between government and
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entrepreneurs, to ensure that the interests of entrepseariconsidered at different stages of the policy
process.

At the same time, effective dialogue between business and the state also requires a willingness to
participate on the part of entrepreneurs, who can be a difficult to reach group for policys riwaker
consultation purposes, even in mature market economies. The reasons for this include a lack of time and
energy on the part of entrepreneurs for activities that are not directly connected with their businesses; a
lack of information about the possibbenefits of participatingand doubts about whether any policies
resulting from their contribution can be implemented quickly enough to make a difference to their
particular venturg In emerging market economies, where there is a weak recent tradipiantiofpation
in voluntary associations, developing an effective consultation system is doubly difficult.

Another part of the institutional legacy from central planning is the lack of aaidnal tier of
government with responsibility for economic demnent, which was highly centralised during the
socialist period. In Poland, administrative reforms in the late 1990s led to the creation of 16 new
voivodshipsreplacing the 49 that had existed since 1975. Administrative authority aitteglshiplevel
is shared between a government appointed governor, an elected assembly, and an executive appointed by
that assembly, the leader of which is known as the Marshal. The Goveonard@ is appointed by the
Prime Minister and represents national governnietie region by acting as Head of central government
institutions at a regional level. The elected assembly passdawby including thevoivodships
devel opment strategy and budget, which amongst 0
alsomanage EU funding within the region.

Whilst the present subational administrative structure would seem to provide an appropriate basis
for a decentralised approach to entrepreneurship and economic development policy, the recent nature of the
reforms iscausing some teething problems with respect to the precise responsibilities of different levels of
government, establishing effective working relationships and developing institutional capacity.

Spatial Variations in Entrepreneurial Activity

A consistenty observed feature of entrepreneurship development in both mature market and emerging
market economies is the existence of spatial variations in rates of new venture creation and in the
performance of established businesses. This is reflected in varib&tween regions, as well as between
urban and rural areas.

Regional Differences

Regional variations in entrepreneurship in Poland are described in relation to two key indicators:
firstly, newly registered entitiéper 1000 inhabitants byoivodship(2007), to reflect rates of new business
startup (Figure 1); and secondly, the number of active SMEs per 1000 inhabitants, reflecting the total
stock of SMEs (Figure 2). These indicators are supplemented by two performance measures: average sales
revenue andivestment expenditure per enterprise.
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Figure 1. Number of Newly Registered Entities of the National Economy* per 1 000 Inhabitants (2007)

Pomorskie 2 | NI A-Za
Zachodnio mazurskie
Pomorskie

Podlaskie

Figure 2. Number of Active SMEs per 1 000 Inhabitants (2007)
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Pomorskig
Mazowieckie
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Table 1. Regional Variation in the Density and Performance of SME in Poland (2007)

Number of SMEs Revenues Investment outlays
Voivodships total _per 1000 total en?;rprlise o en?:rrprlise
inhabitants o -
PLN million PLN thousand PLN million PLN thousand
TOTAL 1773830 47 1705743 962 68 907 39
Dol noSI| N 140625 49 (5) 113 908 810 (5) 5 307 38 (4)
Kujawsko-
pomorskie 88518 43 (9) 73582 831 (8) 2840 32 (13)
Lubelskie 77 583 36 (14) 69 510 896 (9) 1898 24 (16)
Lubuskie 47 728 47 (7) 39567 829 (13) 1702 36 (9)
G-dzki e 121 268 47 (7) 97 258 802 (7) 5107 42 (3)
Ma § o gi® | s 159 351 49 (5) 135 889 853 (4) 5122 32 (13)
Mazowieckie 300 087 58 (1) 426 644 1422 (1) 15 566 52 (1)
Opolskie 39194 38 (13) 33718 860 (16) 1463 37 (7)
Podkarpackie 69 606 33 (16) 60 026 862 (11) 2533 36 (9)
Podlaskie 45 493 38(12) 36 921 812 (15) 1712 38 (4)
Pomorskie 114 815 52 (4) 100 477 875 (6) 5 602 49 (2)
$§I Nskie 192 244 41 (10) 196 265 1021 (2) 7 151 37 (7)
Swint okr 46520 36 (14) 39 064 840 (14) 1758 38 (4)
War mi €s k
mazurskie 56 536 40 (11) 40 846 722 (12) 1748 31 (15)
Wielkopolskie 178 010 53 (3) 176 094 989 (3) 6 123 34 (11)
Zachodniopomo
rskie 96 253 57 (2) 65 973 685 (10) 3274 34 (11)
Coefficient of
variation 63% 17% 93% 19% 82% 18%

Note: Numbers in brackets indicate rank order

Source: MOE study and calcutions based on CSO data (Activity of rbbnancial enterprises in 2007, CSO, January
2009)

The data show there are marked regional variations in entrepreneurship in Poland in terms of rates of
new business formation and the existing business stock. Tefraew business registration per 1000
inhabitants in the most entrepreneuralvodshipin 2007 (Zachodniopomorskie) was twice that of the
least entrepreneurialoivodship(Podkarpackie)The regional pattern of new firm formation shows an
EastWest cotrast (Figure 1), with thoseoivodshipswith the highest rates of new business registration
tending to be located in the West of the country, apart from Mazowieckie, which includes Warsaw, the
capital city. The least entrepreneunalvodshipsn terms & new firm formation rates lie in theouth and
east of the country.

Previous research suggests that such variations typically reflect regional differences in demand and
supply conditions, with the latter influenced by factors that include the economttusty, the propensity
of the population towards entrepreneurship; the resources available to support entrepreneurship; and
institutional factord In this context, the low levels of new business registrations in the easieodships
of Podlaskie, Lubskie and Podkarpackie contain substantial areas where low levels of entrepreneurship
are associated with rwurality and an agricultural
external border theseivodshipsshare with Belarus, which affeddtsh e ext ent of | oc al r
accession to the EU has reinforced the western locus of economic activity in the country.

Voivodshipawith high starup rates tend to be those with high existing levels of SMEs operating per
1000 inhabitants. This denstrates the cumulative nature of the processes of new venture creation and
drawing attention to the role of structural factors. The effect is to contribute to strong forces of inertia,
which can take a major policy effort to change, as the experiencethier European countries
demonstrates.
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Regional variations can also be identified in the share of employment in SMEs; the average sales
revenue generated and average investment expenditure per enterprise (Table 1). Although these show
broad correlation ith entrepreneurship rates in terms of a guedphery contrast, detailed differences can
be observed, which mainly reflect variations in economic structure betveeerdshipsand the role of
large enterprises.

Examination of data for the 2043 period ®ows some change in the regional pattern of
entrepreneurship over time (Table 2).Whilst the total number of registered SMEs in the country increased
from 1.72m to 1.77m (or 2.2%), this conceals marked regional variations, from Mazowieckie (10.2%) and
Warminsokomazurskie (9.4%) at one extreme to Slaski%) and Swietokrzyskie3%) at the other.

The effect is to increase the share of the total number of SMEs in the economic core containing the capital
city, although it should be noted that in all threstern regions (Podlaskie, Lubelskie and Podkarpackie),
the number of registered SMEs has increased during this period.

The pattern of investment outlays by SMEs over the same period shows a somewhat different pattern
(Table 2). In this case, the highesatas of increase may be observed in Lodzskie (167%),
Zachodniopomorskie (159%) and Pomorskie (147%), compared with a national average of 81%. The effect
is a degree of regional convergence with respect to investment expenditure by enterprises between 2003
and 2007.

Table 2. Investment Outlays by SME in 2003 and 2007 by Region

Total Investment Outlays ESIEL CUMES e

enterprise
Voivodships AUIICF ORI in current prices (PLN Share in total n current CIEMEE
million) %) prices (PLN 2007/
thousand) 2003
2003 2007 2003 2007 2003 2007 2003 2007
TOTAL 1723834 1773830 37026948 68906 636 100% 100% 21 39 81%
Dol noSI N: 135357 140625 2555615 5306558 7% 8% 19 38 100% (6)
Kujawsko-
pomorskie 83873 88518 1 650 976 2839 749 4% 4% 20 32 63% (13)
Lubelskie 72 508 77 583 971 249 1897 857 3% 3% 13 24 83% (8)
Lubuskie 44 454 47 728 891 539 1701 906 2% 2% 20 36 78% (9)
G-dzki e 120 982 121 268 1 905 200 5106 783 5% % 16 42 167% (1)
Magopol s 149106 159 351 2913 864 5122 140 8% 7% 20 32 64% (12)
Mazowieckie 272 375 300 087 8 884 398 15 566 482 24% 23% 33 52 59% (14)
Opolskie 37 046 39 194 949 338 1463 422 3% 2% 26 37 46% (15)
Podkarpackie 67 966 69 606 1 405 546 2 533 450 4% 4% 21 36 76% (10)
Podlaskie 44 356 45 493 698 815 1712 413 2% 2% 16 38 139% (4)
Pomorskie 111 135 114 815 2 196 809 5601 984 6% 8% 20 49 147% (3)
$1 Nskie 219 480 192 244 4412 141 7 150 777 12% 10% 20 37 85% (7)
Swint okr 47981 46 520 823 585 1757 735 2% 3% 17 38 120% (5)
War mi s k
mazurskie 51677 56 536 930 297 1747 982 3% 3% 18 31 72% (11)
Wielkopolskie 168 763 178 010 4 566 164 6 123 459 12% 9% 27 34 27% (16)
Zachodniopomo
rskie 96 775 96 253 1271412 3273939 3% 5% 13 34 159% (2)
63% 63% 92% 82% 92% 82% 25% 18% 45%

Source: DAP MoE elaboration based on CSO data

Urban-Rural Contrasts
Spatial variations in entrepreneurial activity in Poland alsmwvsimarked urbamural contrasts. In

Poland villages and rural areas account for more than 90% of the total land area of the country and contain
some 40% of the total populatforin addition, agricultural employees represent approximately 16% of the
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total Polish workforcé Rural development issues are particularly challenging in those areas located in
proximity to the countrybds eastern borders, becal
that exist there. Moreover, restructuring effetts soci at ed wi th integration i
tending to operate to the disadvantage of these Eastern regions. This is because jobs losses are expected to
be most severe in eastern Poland, where agriculture is still a major source of empldyra€eition,

stimulating new employment through entrepreneurship is likely to be particularly challenging in these
areas.

Outside agriculture, enterprise activity in rural areas is mainly focused on food processing, together
with some small scale manefaring and services. This includes activities connected to agriculture, which
often results in seasonal variations in the level of activity. Entrepreneurship in rural areas involves mainly
self employment and microenterprise activity, driven by the neddost household incomes, rather than
by a desire to establish long term economic acfivifiis type of motivation for business ownership is
associated with what some writers have described
of anemphasis on the use of any surplus for current consumption rather than for capital accuimulation
affecting the dynamism and entrepreneurial potential of these regions.

Devel oping entrepreneurship i n Pol andléarly inr ur al
fiperipherab traditional villages with small populations because of a number of structural weaknesses.
Previous research suggests that the main barriers include: firstly, a low capacity for capital accumulation;
secondly, a high proportion of farrttzat lack the capacity to adapt to changing market conditions; thirdly,
underdeveloped supply chain linkages between agricultural producers, wholesale firms and food
processing firms; and fourthly, the education level of the rural population, whicmicsigtly lower than
that of their urban counterpdits

I n combinati on, these factors constrain the de
which increases the need to generate opportunities for diversification infamang economi@ctivity
as an alternative source of employment. It is difficult to see how the situation can be changed radically
without policy interventions that lead to substantial investment of external capital in activities that will
provide new business opportuseiifor local entrepreneurs.

The overall conclusion reached by Piasecki and Rogut was that together with other studies, their
results showed entrepreneurship in rural areas to be still in the early stages of development. This is mainly
because of the lack an enabling environment, in terms of technical infrastructure, poor access to markets
and a lack of a business support infrastructure. This is supported by evidence from their survey of existing
enterprises, which showed that only a handful of firms dittter sought or received external support of
any kind, including external sources of business information and advice. The results have important
implications for the economic development priorities of these rural regions, suggesting a need-for a co
ordinaed policy response.

Thi s anal ysi s of entrepreneurship devel opment
imbalances that can involve urbeural as well as interegional contrasts. Whilst recognising the diversity
of exper i enc eareasnacdessibnatotisedd is likely tareinforce and perhaps widen existing
disparities, in the absence of strong policy intervention. This will need to include institutional development
and capacity building to enable local and regional authorities dptaa proactive and effective role in
promoting entrepreneurship as a driver of economic development in rural Poland. The nature and extent of
the task makes this a national as well as a regional priority.

The regional and urbamural variations describesliggest there are differences in the priority needs of
regions with respect to entrepreneurship development, which one might expect to see reflected in content
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and orientation of regional development plans. This particularly applies to the priorityettdd to be
given to raising the level of entrepreneurship, as well as influencing the nature of the policy response.
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CHAPTER 2

MEETING LOCAL NEEDS

The Introduction chapter established thatéhare great spatial variations in entrepreneurial activities
across the 16 regions and between urban and rural areas in Poland. This is reflected in different rates of
new venture creation as well as variations in the performance of established busihbssefore
entrepreneurship, SME, economic development and innovation policies need to vary between and within
those regionsWhile there is a generic need for policies and entrepreneurship support across all regions,
each region will have a set of semécand policies that are specific to its needs.

Even within the regions there are substantial differences, for instance between the rural and urban
parts of the region and between the areas with ample potential for new business growth, areas dealing with
industrial restructuring and areas witlspersecbusiness activityThe target group varies from region to
region and thus the regions have different policy needs to ensure a stable economic development. The
guestion at stake here is whether the natipodicies take account of these differences and/or whether
national efforts are complemented by specific regional policy.

Asheim and Isaksen (2003) argue that there are two main arguments why the regional dimension is
central to the success of innovatiaslipies (and similarly SME policies). The first is the heterogeneity of
regi ons: Awith | arge regional di fferences there
Secondly, innovation is also a territorial phenomenon, stimulated by itberdetween local agents and
by location specific resource$hus the main implication of the regional heterogeneity in Poland is the
portfolio of policies should adapt to these differences and provide the support that reflects the challenges
and needs ahe specific regionsThe main queson for this review is how this cdme done efficiently and
effectively in order to have the best value added for Polish firms and be efficient for Polish policy makers.
For instance, should customised services be geovom the national level or by delegating the design and
delivery to regional levels so that they can be customised to local needs.

The first prerequisite for the national government is to take account of the regional heterogeneity
through assessments dfe diverse economic structures, the innovation potentials and the regional
economic development and innovation strategies. An assessment of the Regional Innovation Strategies by
the Regional Studies Association in 2006 concluded that a general picRobshf innovative potential is
not available and regional analyses do not form a coherent unit. This still seems to be the case today.

This chapter elaborates on the question of finding the right balance between policies initiated and
developed at the tianal level and those at the regional level. Are Polish entrepreneurship policies tailored
to local policy needs or does it providdrameworkwhich allows policies to be adapted to the regional
needs. In order to do make such an assessidniestgra ¢ t prinaples in SME and entrepreneurship
policies are outlined.

Key Principles of SME and Entrepreneurship Policies

This section discusses SME and entrepreneurial policies and the established principles of successful
policies. The policies concerhd provision of support to firms and entrepreneurs, such as training (skills
development), information and coaching, providing specific expertise (e.g. technological expertise), or
facilitating services (e.g. cluster management), the provision of finasa@bort (either directly or
indirectly through for instance loan guarantees) and the introduction of a regulatory environment that
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supports entrepreneurshiphis requires a support structure, consisting of a set of support organisations
and people who gort firms directly or as funding agencies and intermediaries. It is important to note
that all levels of regulation, national, regional and local, influence the business climate. In addition, these
policies should address the regions need for indusesttucturing and fostering business activitius,

policies are targeted to established firms and potential entrepreneurs. The general principles of SME and
entrepreneurship policies are discussed and are used to analyse the current situation in Poland.

Visibility, Accessibility, Branding and Quality Standards of Delivery of Policy Support

Firstly, entrepreneurs should be able to easily find the appropriate providers of SME stibport.
support structure needs to be transparent: it should be clear wherglelhat service and has which
expertise. This support should not be dispersed over too many organisations, so that firms do not have to
contact multiple organisations in order to solve a particular problem. Services that can be better provided
by commecial providers should not be replaced by governnafi@miied organisations. The OECD Report
on Entrepreneurship and Local Economic Development (2003) states that in many countries a plethora of
enterprise support pr ogftennaneasemble afpregrammes and mgitutianis | i s h
aims to meet diverse and changing objectives that need not be mutually coherent. Different goals are
frequently pursued simultaneously with little strategic specification

Transparency is closely related to visityilithe service & support providers must be well know and
have a good reputation, so that it is obvious for the entrepreneur that this is the right plade tergs
of national versus regional delivery, support service organisations needs to bepiinxih@ty of firms.
Thus a solely nationally delivered policy support from a central location will be less visible for firms
located in peripheral areas. This visibility can be enhanced when the service provider has a strong brand
that is clearly reagnisable even to firms who have not oftevail of the servicePotentially, this brand can
be linked to a single organisation or a network of organisations delivering similar support resgingin
central coordination of branding of support organisatiofise principles of delivery of SME and
entrepreneurship policies simultaneously ask for decentralisation and central coordination of specific tasks.

Branding is obviously connected to the quality standard of the service providers. This entails:

e Sufficientand continuous training of the service suppliers and individual counsellors.

e A set of standards and principles regarding the delivered services.

e A constant monitoring and evaluation to see if these standards and principles are maintained.
e Constant feedb&s with the users about the relevance of the services provided.

In Europe and other OECD countries, therie i s n
regional delivery of SME and entrepreneurship policies and services is orgamidesl UK forinstance,
the network of Business Links, the single entry for SMESs, is a central government initiative with strong
partnership with regional founders (regional development agencies) and service praviGersnany on
the other hand, the organisationsittiprovide SME innovation services are organised differently from
region to region and the regional (Land) authority rather than the Federal government is responsible for
these services. The Federal government through its various programmes backs thesd reg
organisations. While taking into account the different historical, political and geographical contexts of
other countries, the appropriate framework for Poland should incorporate lessons from those countries.
Given the size of the country and the aisity of the regions, models from larger countries such as
Germany, France and the UK could be interesting benchmarks. The UK model which builds on linking
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existing public and private support providers is an interesting learning model for Polanudsddédhe
many support organisations that are already established in the state.

Additional issues are how much business support Poland actually needs and whether public
expenditure into such business services actually responds to a market failure. As raleesidyed,
publicly funded business services should not crowd out commercial support businesses. The rationale for
providing business services is to address a ders@edfailure of small business owners in finding the
right support information and expes#i (e.gin areas of exporting, innovation and training). This support
will improve their business performance provided it does not make them dependent on these support
services. Such business support will result in more business and entrepreneuriglaaativhus creating
more wealth for the region. In most European companies, limitations are set on business support to
individual firms by the amount of coaching provided and by the use of direct funding for specifitskigh
innovation projects only. Tdhamount of business support needed in a region depends on the industry
structure and demand from the enterprise sector.

Assessment of the Polish Situation

Poland has shown a huge proliferation of Innovation and Enterprise organisations, which hinders the
transparency of the support sectbine Polish business support structure is clearly formulated on a bottom
up model: organisations could apply to open calls for tender which included financing from a central fund
for business service organisations. Thgions played a very small role in shaping the support structure
and there was no homogenous structure. This decentralised model, which allowed a multitude of
organisations to provide SME services, still shapes business support in the regions.

From the rgiew, it appears that the Polish business support organisations do not have a strongly
branded institutional set up. The nationally led KSU network, due to its bofbaspplication mechanism,
consists of different types of intermediaries and multiple misgions in each region, itotal 188
organisations (an average of more than 10 per region) which providing services in 195 locaMiffitses.
some orgarsations only have % employees (often small consultancies), others are larger organizations
employng 80 or more. By law they should be #iot-pr of i t organi zations. The
organisation and from a user perspective there is little clarity on which organisations represent the KSU
network. In addition, the regional authorities, throutifeir Operational Programmes, have set up new
organisations to provide business support as well. For instance the OECD review heard that in Lower
Silesia the Marshall bés Office has set up an org
network. Most regional business support organisations obtain resources from various funding sources,
mostly based on delivering a particular type of advicethadontinuity of these organisations in terms of
building of institutional capacity and expertise isited. In addition, there is inadequate planning on how
these publicly provided services interact with private sector serwdh. the implementation of the
Regional Operational Programmes, there is a risk of further proliferation of services and togesnisa
delivering these services.

According to business representatives, the current business support network does not have a strong
reputation and is not well known amongst the business community. Nevertheless, the Polish Agency for
Enterprise Developmen{PAED) has developed an accreditation process to evaluate potential
intermediaries who seek to provide business support. The organisation also sets standards for the
organisations and consultants delivering these sen@iase 2008, PAED does not invéat capacity
building of local development organisations participating in the KSU network however it is involved in the
delivery of specific services, i.e.l) information services;2) proinnovation advisory services
(technological audits and tembiogy tansfer);3) financial servicesand 4) training services (training for
SME owners and employees and training of trainers).
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The regions are free to set up additional business support organizations. The visit to the Lower Silesia
and Lodz regions showedehwide variety of organizations dealing with economic development and
business support, of which a minority belonged to the KSU network. The OECD Report Policy Mix for
Innovation in Poland recommends rationalising the number of intermediary institutjongrb closely
linking public support for these institutions to their performance.

11Thus these above examples show a lack of a clear division of labour and weak coordination
between national and regional policy levels, as well as between the differesitofypepport (financial,
general business, innovation and technology, etc.), means the delivery of SME support policies in the
Polish regions is not transparent to the potential users. This difficulty will be further exacerbated by a
further proliferationof intermediary structures as a result of the implementation of the ROPs. The ambition
is to create a onstopshop function in Poland. PAED is negotiating with several regions to use the KSU
network as the central business support organisation in thenrdgihas reached an agreement with 7
Marshall Offices to align their business support activities with the existing national KSU network. This is a
positive development and could help raise the profile of the network organisations in the regions and
redu@ the number of support organisations. This is the first step towards working on a single entry point in
each region.

A crucial element in this process is choosing a model that takes into account transparency, quality and
regional specificity. This redres a rationatiation and central branding of support institutions. Given the
size of Poland, these should be located inuhi®odshipswith some local branches depending on the
density of firms and the size of theivodshipsThe branding and qualitysaurance should be coordinated
from the national level, whereas the support services should be geared to regionditreeadtsonal level
can ensure an exchange of expertise between the regions, the proliferation of good practices, exchange of
staff between regions, etc.

Adjusting to Different Needs, Proximity and Dialogue with the Business Community

Firms vary on their basis of industrial sector background, size, age and performance and therefore
policies needs to be tailored to the different targetugsoof entrepreneurs and SMEs. A simple
categorisation of different types of firms and entrepreneurs can be made and each category has specific
support requirements:

e Entrepreneurs who want to start a company and who need general starting up information and
guidance.

e SMEs with little experience in innovation and growth, who might need support in terms of
general business matters such as finance, taxation, employing people, health andsseggty i
training, IT, export etcProactive approaches in engagitigese firms about opportunities for
innovation could be worthwhile and if there is a positive response, support for innovation
management should be offered for these firms.

e SMEs that aim at growth and innovation and need specialised support for thasetdisies
could be focused on individual companies or on groups and clusters of companies. Services
include finding specific technological or engineering solutions, the search for specialised partners
for innovation and development or guidance to eataerging export markets. These types of
services need specific expertise from the provider and they are more complex and expensive to
arrange at local level.

e Entrepreneurs who want to start a htgbhnology based firm and have specific needs such as
commaecial management skills, risk finance, specific laboratory space, etc.
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The balance of service provision to these various types of firms should differ from region to region
depending on the characteristics of its economical structure and the potentiabf@tion and technology
based growthThe package of SME policies should be based on a thorough analysis of the strengths and
weaknesses of the region and fine tuned to the specific economic and sector suringethe OECD
Review, it was stated th&egional Strategies were often very similar and were not based on a specific
analysis of that particular region. This was put forward as one of the reasons for homogeneity in terms of
policies and innovation strategies despite the regional heterogemtstyns of structures and needs.

Some types of SME and innovation support require proximity and a low access Béduidrarriers
for making use of SME support should be low in relation to the complexity of the type of support needed.
Typical barriers inlmide a cultural distance (e.g. between a small business owner and a university
technology transfer centre), a cost barrier (e.g. the uncertainty of the balance between costs paid for the
support or services and the unknown benefits) and a geographidal beug. long travel distance to the
service provider)The geographical barrier obviously supports spatial proximity as a principle for support
delivery. However if the support needed is highly specialised and complex and dependent on unique
expertise,here are good arguments from a cost effectiveness principle, to provide that centrally rather than
at local or regional level.

Spatial proximity is often an important prerequisite for business development and innovation
processes. The literature (Cocciad02, Moodyson & Jonsson 2007, Phlippen 2008), suggest that
proximity is important for tacit knowledge exchange. The importance of proximity for this exchange varies
with the sector, the technological life cycle and the types of innovation activitiesehagréormed.

Cluster policies are another area where spatial and cognitive proximity play an importamteole.
development of interactions between firms requires a process ebtilding, a good assessment of where
collective needs can be tacklednjity and what beneficial opportunities exist for a network of competing
companiesThe development of science and technology parks also requires gaodirtation between
national, regional and local authorities. Science and technology parks shouldrbuddional strengths
and have close links with scientific and technological expertise in the region. A science and technology
park could be a good central hub for clustering of firms in emerging technology areas and form the source
of new business devgiment in the region. On the other hand, experience with science and technology
parks shows that only few are really successful at creating an internationally distinct pobitiGiccess
of internationally distinguished parks is based on the managemeérglanning of science parks having
specialised capacity, expertise and sufficient critical mass to become a distinctive internation@hictor.
is an area where regional strengths should be well combined with some national selectivity.

There are diffegnt views on whether the provision of venture capital for high risk investments should
be linked to specific Regional Science Parks or clusters or whether this should be done at national or even
international level.ln some technology areas, such as meédieehnologies and pharmaceuticals, the
relevant arena is international rather than regional or even national. The benefits of the regional venture
fund areoutweighedoy the global nature of these markets, the requirements for international accreditation,
the high costs for ensuring IPR and the costs for developing proof of concepts. In addition;lihekpay
time is too long for small funds who will struggle toaapitalise their funds. A more effective approach
would be toprepare local agents to cone@ international commercial venture capital funds with the
appropriate due diligence procedures. In less internationally exposed domains, regional or local delivery of
risk capital could help alleviate the entry barrier for firms not operating on intmahtmarkets yet.
However the due diligence process, particularly in ftegihnology domains, requires expertise that is not
readily available in the finance domaltere national provision of capacities is likely to be necessary.

User oriented policies ed constant dialogue with the business commumitlicies designed in
consultation with the potential users, perhaps through small piloting programmes, are more likely to be
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relevant and taken up by the target community. Policies designed at a distamceh& business
community are likely to have no understanding of the influence of these policies on the behaviour or
decisions of the potential users and therefore be less effective.. For generic support policies (e.g. providing
loans) the support can berte at a national level. However, when support policies need to be tailored to
specific regional needs or specific clusters, this dialogue should be with the specific business community at
stake. he relevance afupport schemes should be tested and ttenpial commitment of private actors to

invest time and resources themselves into thesgities, if the take up of suppattivities disappears as

soon as the public funding is terminated, the sustainable effect will be negligible.

Assessment of thegrinciples in Poland

In the case of Poland, the portfolio of services provided is mainly defined by PAED through the KSU
network and theservices that schemes allow funding fRegional intermediaries add additional services
to this KSU package but up tmw, very few resources are available to them to add more specific policies.
Other policies are delivered from both the national and the regional level, such as the development of
Technology Parks. The OECD review team saw from the good example of thgg Wnec Cent r e
Technology Transfer that local, regional and national effort®rdmated can lead to a successful
initiative. However these types of examples should be across the whole country and this should be
developed more practively.

The OECD revievand various studies found that the concept of clusters in Poland is a relatively new
phenomenon and that there is no strong culture of collaboration amongst the companies. In addition, there
is a weak capacity and poor institutional structure in the mnsgtbat could help develop this type of
activity. This exemplifies the need for careful capacity and trust building.

Cluster Policy is highlighted in AThe Strategy
200/, 201306, a str at edgythe Counal of Mmistars inrnSepteenpet 2006. The Innovative
Economy OP includes two actions that will support cluster development. In addition, cluster mapping
exercises showed a lot of potential for clustering in Pdfafithe main question is how fane national
government should coordinate this and what should be done at regionaClesédrs are very diverse in
their make up and depend on a small number ofaptive firms that initiate the necessaryardination
actions; this reflects a bottoop model.Thus, identification and early development of clusters typically
needs to be done at firm and sectoral level.

The discussions with the Polish regions showed that regional authorities are also finding their way
into cluster policy. According teegional comments, the funding for cluster development from the central
OP is completely locked and despite regional initiatives, few projects have started. One of the key
bottlenecks put forward by regional representatives is the detailed definitiore aothposition of a
cluster, The definition of the type of cluster activities that can be funded is too strict and does not match the
more O6softerd trust building phases that the reg
clusters, partularly as the business community is still weakly organised.

However, the inexperience with cluster policy in the regions could lead to formulate cluster
initiatives, which include direct funding to firms for their cluster activities. Due to this dineding, firms
could engage in non viable commercial activities or activities where there is no market f@hod,.
cluster policies target the facilitation of networking activities rather than funding firms to participate in
clusters. The national goverme nt 6 s rol e is to ensure regional cl
than direct funding.
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There seems to be a mismatch between national and regional authorities perceptions of what cluster
policies should entail. Closer dialogue between natiand regional authorities is needed and also clear
but flexible frameworks developed to align regional and national concepts of cluster policy.

The role of the national government in Polish cluster development could be:

e Supportingsustainablecapacity liilding in cluster management in the regions, by setting general
support frameworks for intermediaries, defining clear objectives for this type of activities, but
leaving flexible definitions of clusters awtuster management activities to the regionainasg;

e Coordinating clusters across regions if they have potential synergies and could benefit from a
larger critical mass from joint activities.

e Supporting the internationalization of regional clusters after a certain degree of maturity.

e Supporting awarerss of networking and clustering and providing a clearer profile of the regional
clusters to the outside world.

e Strengthening clusters through targeted foreign direct investment that would increase their profile
and economic power.

The foreseen PAEDnitiatives under measure 2.1.8f the OP, outlines many beneficial activities
including cluster monitoring and benchmarking, promoting cluster excellence, disseminating knowledge
and best practices, facilitating dialogue between national and regional stakelholdeleveloping specific
recommendations for national cluster policy for the coming ydarsddition, PAED will gain from
international experiences in these activities through their participation in European INNETS.

The current national support for ence and technology parks is coordinated centrally by PAED and
complemented by regional initiativeBhe philosophy behind central coordination is Poland can only host
a limited number of science and technology parks which have sufficient critical massnapetences to
become internationally visible growth poles. The policy activities, so far, consist of benchmarking the
technology parks in Poland, and organisamgnternational conference, which discussed the results of this
benchmarking exercisendexchangednodels on technology park management. This resulted in a printed
Technology Park Guid&he national Innovative Economy OP 288713 provides support to technology
parks provided of a criteria of 8 selected indicators is fulfilled. This critedudes, firstly parks are
located in an area of high development potential and secondly, that projects will contribute to the
diversification of economic activity in the regio@n the basis of two selection rounds, there are currently
10 technology parkselected to receive funding and are on the reserveSlisth central coordination of
national funds ensures selected parks have a strong growth potential.

Micro financial provision (loans, loan guarantees) has multiple suppliers in each Polish region. Th
Polish Association of Loan Funds has 72 Member Funds but not equally spread amongst the regions, so
that in particularly poor regions smaller funds are available. Given the size of the Funds, there are
difficulti es in creating revolving fundad therefce resources are currently spdhivas expressed during
the review that more cooperation between national and regional level organisations is necessary to develop
the specific expertisen loan guarantee schemes to firni&egions have initiated venture@ptal and
business angel funds.

During the review, we frequently encountered comments aheubusiness communityot being

very well organised and that selfganisation models are weakly developed. For example, the Chambers
of Commerce (KIG) is a vohtary organisation in Poland, with a minority of the businesses registered as a
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member. There are other business networks such as the business clubs (see next chapter) that are regionally
organised. Overall, the perception was -gelfernment of the busiee sector is not well developed and
hampers business oriented policy making and pytsliate partnerships. However, we also saw examples

such as in the Lodwoivodshipwhere regular dialogues with the business sector take place in defining the
Regional eration Programme. Nevertheless, systematic dialogue with representatives of various sectors,
clusters and types of business across Poland, needs further development, which will build mutual trust
between stakeholders. The cluster initiatives could peoaiglatform to achieve practical results, which in

turn, could serve as a demonstration for more effective ppbiliate partnerships.

In Poland, communication with the business communities on appropriate support structures should
take place at natioharegional, and local level§his calls for a good coordination between national and
regional authorities on the outcomes of these puyisliate dialogues in order to develop a coherent
framework of generic and specific support policies.

Conclusions anl Recommendations

From comparing the described principles for SME and entrepreneurship policies and the assessment
of how the Polish national and regional actors address these principles, the following main conclusions are
reached:

The delivery of SME anentrepreneurship policies in Poland needs a more coherent framework of
regional business service organisations with fewer publicly fundedongtofit organisations
involved, less overlap between national and regional actors and a better accessitalitysability

from the viewpoint of the potential users.

The agreements between PAED and some of the regional authorities on setting up a single network of
support organisations around the existing KSU network is a step in the right direction. Howélrdras
a long way from being a clear single entry point for businesses and entrepreneurs. This would involve
creating one clear coordinating body in each region that can link businesses to the right organisations and
expertise.This could be supported/ta virtual first entry point through a weiortal which addresses the
multiple target groups who hawbverse support need#t would also require that the fragmentation of
information provision (e.g. one support organisation/ consultant which only dedeimformation for the
programmegaid for by certain funding agencies) is overcome by building institutional capacity in only
support organisations that can package multiple national and regional support opportunities.

The subsequent network requigestrong brandinfpr both regional and national programmes so that
these organisations can be easily recognised by their potential users. In developing the framework of this
support network, closer attention should be given to ensuring sufficient rodimefprivate consultancy
sector to engage with the business sector. Those business consultancy delivieesi by private sector
organisations to the same targets groups as reached by the public sector organisations should not be
crowded out by public rganisationsClose consideration could be given to a system of certification of
private sector consultancies which deliver services to target groups that would otherwise not be reached.

Recommendations that follow from these conclusions are:

e Streamline e current fragmented publicly funded business support sector to create a stronger
network with fewer organisations with more institutional capacity and regional branches.

e Develop a number of modules of business support (e.g. business and innovationtlaalvioeet
a certain standard of quality and expertise and can be applied generally to various target groups.
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The regional support organisations can subsequently develop packages of support modules
depending on the specific needs in the region.

Define aeas of business support that are flexible to local situations (e.g. cluster development)
with clear Or ul e saidoules)thdt lmmvegodbenaiieredte.. g. st at e

Consider which services could be delivered by private sector organisations, gamgabsough
a system of certification and accreditation; Limit the degree of subsidised advice that these
private organisations can deliver.

Create a clear virtual portal recognised and branded in all regions that can help firms with their
first entry inb the support network. Develop the portal from a user perspective, not from the

perspective of the supply side.

Box 1. Learning model:
Institutional structures at the level of the regions: The Association of Provincial Authorities (IPOT Inter
Provinciaal Overleg) for inter-provincial cooperation (NL)

Description of the approach

In the Netherlands local, regional and national authorities need to coordinate their policy responsibilities on quite
a number of policy domains . The regional authorities are knowivodships.
The Association of Provincial Authorities (called in Dutch IPO) in the Netherlands is the main communication platform
of the twelve provinces of the Netherlands. IPO is an administrative organisation with three main functions:

1. Promote the provincesd joint interests by being
(the state in particular, but also the municipalities, represented by the Association of Dutch Municipalities -
VNG) , NGO6s and EU institutions:;

2. Forming a platform for the provinces to enable them to build knowledge, share experiences, develop
collective points of view, and start new initiatives;

3. Enhance processes of renewal within provinces.

The provincial authorities are responsible for directing and implementing policy that is beyond the scope of local
authorities (municipalities): environmental management, countryside policy, social policy, spatial planning, housing,
culture, water management, safety& security, economic policy, and mobility. The activities of IPO are aligned with and
focused at these ten policy domains (dossiers). Regular meetings take place with provincial policy makers, monthly
and thematic magazines are published and an IPO conference is organized annually. IPO is also represented in
Brussels within the House of the Netherlands Provinces (HNP).

IPO is formally an association. Twelve members of the Provincial Executive, one from each province, form the
I P OO0 s exdautive board. The general board is composed of sixty members of the Provincial Council, five from each
province. | PO6s chairman is one of the provincesd Go
supports IPO administration. For all important provincial tasks, the IPO has political advisory committees made up of
members of the Provincial Executive responsible for those tasks. This way, all provinces are represented in decision-
making processes. There are also advisory committees that deal with issues of governance and European Affairs.
Each advisory committee meets four to six times annual

The scope of the IPO is quite broad and the following are examples of IPO activities, not necessarily related to
SME policy.

On behalf of the provinces the IPO discusses with the national authorities about what responsibilities the
provinces should have. In the coalition agreement of the Netherlands government in 2006, it was stated that more
responsibilities should be decentralized. IPO representatives discussed with the ministers of Finance and Interior
Affairs which responsibilities should be decentralised and agreements were laid down in new covenants. This meant
that for some policy areas provincial budgets and responsibilities increased, which strengthened the position of the
regions.

For some policy areas, shared interests of the provinces are becoming more evident, which means that more
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advisory committee meetings are organized and cooperation is becoming more intensive. Water and Social Welfare
are examples of policy areas in which the provinces work together intensively. The IPO advisory committee on Water
negotiating the National Policy Agreement on Water in which roles and responsibilities of the different authorities were
laid down for a period of over ten years. Here the advisory committee represented all provincial authorities.

This is not the case for Economic policy. Here the provinces are competitors and they may choose not to
cooperate intensively. However, there is still a role for IPO because provinces can work together to influence specific
regulation or in negotiating responsibilities with municipalities on economic issues. An example of this cooperation
between the provinces was in dealing with the current economic crisis. The provinces identified the need for public
investments early and they collectively developed investment plans to start infrastructure and construction projects.
The provincesd pl an £urowoeady before the natioaal doverlnrhentoannounced its plans. The
provincesd investment pl ans were collectively presen
example was enabling information sharing, ensuring there was no overlap between plans of the different provinces,
and speeding up the process of the provinces dealing with the economic crisis.

Sometimes the IPO represents only some of the provinces. An example is the budget from the national
authorities for culture and arts. Traditionally the urban provinces in the west of the Netherlands received most of this
budget. However, the IPO negotiated a hew and more equally divided budget with the national authorities, which will
enhance culture and arts in the less-urbanised eastern provinces. In this example IPO represents the interests of some
of the provinces.

Thematic meetings for provincial deputies and policy makers underscore the platform function of the IPO.. These
meetings often result in publications on the respective theme. Recently a meeting was organised on youth care which
resulting in additional budgets being made available to decrease the waiting lists in youth care.

IPO is also active at an EU level. The EU is increasingly focusing on the regional level. However, not all
provinces are represented in the committee for the regions. IPO proposes provincial representatives to the committee
and communicates EU developments to all provinces. Furthermore, IPO representatives in Brussels influence
regulation, for example environmental regulation on air quality as sixty to seventy percent of this regulation is to be
executed at the regional or local level.

Rationale for the policy intervention

The twelve provinces in the Netherlands are the authoritative intermediate layer between national government
and local municipalities. The inter-provincial consultation is in fact the oldest form of cooperation of the Netherlands
provinces. After WW2 17 platforms about specific policy domains were started, in which two or more provinces
cooperated. In 1986 these themes were brought back to four: (1) governance, (2) environment, water, traffic and
transport, (3) spatial planning, and (4) welfare. In the same year the IPO was initiated as an umbrella organisation of
the twelve provinces to address the shared policy themes that the provinces were responsible for. The main reasons
for this need for stronger cooperation was promoting joint interests towards national government and having one portal
for other (mainly national) authorities.

In recent years the provinces responsibilities extended again (responsibility for new policy domains including
economic policy), which further strengthened the need for inter-provincial cooperation. In 2000 IPO became a formal
association with twelve members (the provinces). IPO deals with policy issues that are of shared interest to the
provinces. The daily executive board sets the agendabd

In addition to the IPO there is cooperation between provinces that have common characteristics. There are for
example four regional offices: one of the urbanized western provinces in the Netherlands (4 provinces, Region
Randstad), one of the non-urbanized provinces in the North (3 provinces, SNN), one of the Eastern (2 provinces,
region Eastern-Netherlands) and one of the southern offices (3 provinces, region South-Netherlands). Some
Netherlands provinces also started cooperation with regions abroad, for example with adjacent German and Belgian
regions. There is also cooperation between the Netherlands province of Gelderland and the Polish region of Lubelski..
This cooperation leads to working relations between Dutch and Polish companies and cultural and social
organisations.

Impact and available evaluation evidence

There is no evaluation of the results or the impact of IPO available. Some success and fail factors of interregional
cooperation have been described in |iterature and for
Secretariat was conducted?. In general interregional cooperation is intended to strengthen the negotiation position of
the individual regions with the higher authorities. Cooperation increases when higher authorities or other relevant
authorities and organisations acknowledge the association as a representative of the collective regions. However, it is
important to note that the relationship between regions (provinces) is determined by principles of non-intervention in
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speci fic regional matters, respect i nygconopttitioa for the sagne @sowais,

and agreements on how to deal with matters of shared
autonomy could decline or the region could lose (part of) its own identity. Cooperation becomes more complicated
when inhabitants or muni cipalities emphasize a region

cooperation in the long run can be differences in (implicit) motivations to cooperate. All of this means that regions will
only cooperate in case the costs of cooperation and loss of autonomy and identity will be outweighed by the benefits of
significantly better policy results. Cooperation fails in the short term when the interests of the participating regions are
too far apart on a certain matter of common interest. Also, when the responsibilities of the IPO-organisation are under
debate, there is no cooperation between the regions.

These findings are confirmed in the i nttegether -ethve pravinted
have a much better position to promote shared interests. However, this implies that individual provinces sometimes
have to adjust their points of view to comply with those of the majority. However, in case of IPO, all provinces consider
the benefi t s of cooperation to even out against the situa
provinces can choose limited cooperation (e.g. economic policy).

The costs of the Secr eilamilioadnnually it the Provinces fine tHat thetbendfiis @ue
to the cooperation outweigh the direct costs.

Strengths
The main advantages of inter-regional cooperation are:

1. One organisation representing all provinces means that national and (associations of) local authorities do
not have to deal with all provinces separately. Policy agreements can be made with the collective of the
provinces and not with each province separately. This is more efficient.

2. Regions can |l earn from each otheroés policy makin
their negotiation position and makes them more effective.

3. Because of IPO representatives in Brussels the interests of the provinces are collectively promoted and i
again- the negotiation position of the Netherlands regions in Europe is strengthened. This is relevant since
regional policy is becoming more and more important in Brussels.

4. There is an organisation that reflects on the role of the regional authorities, which have been under debate
in the Netherlands for over thirty years. The role of the regions may be minimized if each region were to
cover only its own interests.

Weaknesses

The main point is that all participating provinces aim to maintain their own autonomy. The possible cooperation
may ceased or be limited if the provinces feel that their autonomy is excessively diminishing. If issue is neglected, the
possibilities to cooperate may be over-estimated. Three situations could occur:

1. Because of individual interests and differences in (political) points of view within and between the regions,
finding consensus and decision-making may take a lot of time.

2. There is a possibility that what IPO communicates in the end, does not represent the opinion of all its
member regions. This could hamper cooperation in the future (both on the specific topics at hand and in
general).

3. In case of interests of provinces conflicting, the decision-ma ki ng resul t could be
This endangers both the cooperation in this particular policy area and in the long run also the cooperation in
those policy areas where cooperation works well.

An over-estimation of the opportunities for cooperation, could led to certain policy areas where lighter forms of
cooperation (e.g. informal meetings), or even no cooperation at all would be sufficient. In addition, transaction costs of
this formalized cooperation could have been avoided.

Considerations for successful adoption in Poland

Given the recent expanding responsibilities of the Polish voivodships and the mainly bilateral relations with the
national government and agencies, the IPO model adapted to the Polish situation could increase the interaction
between the regions, despite the large differences and varying interests between the voivodships.

The IPO example shows regional cooperation in an organisation (association in this case) means the regions
stand stronger and therefore have a better negotiation position with the other authorities. However, the responsibilities
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of the interregional organisation have to be very clear. For each participating region, the rules of cooperation have to
be very clear in order to develop an effective and strong organisation. This enables it to deal with other authorities.

Another important lesson from IPO is that the collective organisation should be transparent towards the member
regions; they should always be invited to participate in meetings, know what is being discussed and what is decided,
and how decisions are to be communicated. Also, cooperation means that regions should be looking for shared
interests, and not put their own interests first. Such behaviour would undermine cooperation in the long run. Another
lesson from IPO is that this type of organisation is very dependent of the quality of policy makers from the regions that
participate. Strong policy makers <can influence othe
within the organisation to their own regions.

Finally, IPO would advise otherregi ons t o O6keep it simpled; the knowl
regions. The collaborative organisation should not become a parallel authority or a separate entity.

Contact details and website for further information

Mr. Ferdi de Lange (Secretary of the Board)

Email: fdlange@ipo.nl
Phone: +31 70 888 12 22

Website: www.ipo.nl (in Dutch)

The national Innovative Economy Operation Programme should provide the geasralorks (e.g.

within state aid rules and other general rules of good governance) for the development of regional
initiatives but not set too detailed rules for their implementation, allowing regions to adapt their
initiatives to local needs.

In cases whe a certain selectivity and scale of projects is necessary (e.g. science and technology
parks) strict selection criteria need a clear rationale. But in other policy domains (e.g. developing clusters)
the scale and diversity of activities is so dependariboal and regional circumstances that setting exact
conditions and specifications on the actions could be counterproductive. Here more dialogue is needed
bet ween national and regional actors to d@kmeihg ne tF
taken in that direction.

Recommendation:
Review the 6demarcation |inesdé for the actions
between thevoivodshipsand the national authorities and agencies. Define the legislative acts that underpin

the programmes set the rules of the game, without defining the detailed contents of those actions that could
be best delivered regionally.
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Box 2. Learning model:
Improving the visibility and quality of regional clusters with national policy initiatives in Germany:
Kompetenznetze.de

Description of the approach

The support and development of clusters in Germany is mostly the responsibility of the German regions (Lander)
and each region has a different approach to which clusters are selected for support, what type of support is offered to
them and which actors are taking the lead. The German cluster landscape is quite dispersed and multiple regional
initiatives exist within a particular sector. At the same time the Federal government and the Lander have the ambition
that the regional and local clusters and networks should become more visible in Germany and internationally. In 1999
the Ministry of Educati on and Research (BMBFustausadhaeg
present itself on a German wide cluster portal called Kompetenznetze.de (see: www.kompetenzenetze.de). The
initiative was to provide a quality label to clusters, or more precisely inter-firm networks, mostly for promotional
reasons, and not to provide any financial support. The philosophy is that the selected networks focused on innovative
activities, not just direct commercial benefits (e.g. joint purchasing). This implies that businesses as well as higher
education or research technology centres are included for innovation and training activities.

The initiative, now ten years old, still has a strong reputation in Germany. In the meantime due to a shift of tasks
between ministries, the initiative is now led by the Ministry for Industry and Technology (BMWI) who are responsible for
SME and innovation policy.

In order to provide the quality label, Kompetenzenetze.de has a set of criteria to define what makes a good
cluster. In this context, a cluster is relatively narrowly defined as a network of actors that interact closely to achieve
common goals. Each cluster is free to apply to be represented by Kompetenznetze.de and twice a year new entrants
are admitted in the 6club of bestod. la san bed-amioved amdhthischbppens
frequently. On the portal visitors a search for certain clusters by thematic priority, by geographical location and on the
site of each individual cluster by partner organisations and specific fields of expertise can be conducted.

A Scientific Advisory Board decides whether the applying networks actually fulfil the criteria for entry. The criteria
are:

e The history and development of the network: is it sufficiently robust and mature in terms of organization,
membership, network activities and future sustainability?

e Clear thematic focus and visions for the future direction and goals of the cluster

e The organizational structure of the cluster and a sense of identification with the cluster by its members
e The collective activities undertaken as a network and the financial commitments of the members

e The composition of the partners in the network

e The activities to support internationalization of the network

In recent years, the Kompetenznetze.de initiative has broadened the scope of activities and is more than just a
6passived representation of the clusters on a nationa

Annually there is a Prize competition between clusters on a specific topic such as technology transfer or
internationalization activities. The prize is a relatively small financial reward but the Prize award raises large publicity
for the cluster with the Prize being awarded by the Minister or the Secretary of State.

More and more practical workshops are organized on specific cluster management teams using a selection of
cluster management organisations. The office that runs Kompetenznetze.de offers a quality benchmark to individual
clusters, comparing their performance with other clusters in a similar thematic area. In addition, an overview on the
current state-of-play in certain thematic clusters is available in publications and brochures, which can be used for
further promotional purposes.

Rationale for the approach

The rational e behi nadf ftth ea prperl caa ¢ hv ew ay sstéthtea® dospetitive and atract
attention from potential investors from abroad, they have to be visible, their competences have to become more
transparent, they needed a branding for the outsiders who seek to come into contact with the network and finally they
needed an incentive to remain ambitious and active not only internally but also in their publicity actions. As the Federal
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government has a more distant role in supporting clusters and the regions have the first responsibility, providing a
national 6brandd was a value added role for the nati onup,l
there was no political ambition to represent all regions equally.

Impact and available evaluation evidence

The Kompetenznetze.de initiative has been evaluated externally twice, but none of the reports have been made
public. The interest in regional clusters to be presd
networks where meetings between clusters are now set up more frequently. To what degree it improves the visibility
and access to certain clusters is more difficult to measure. In order to be represented the network-managers have to
ensure that their publicity work through the portal remains up to date and is well accessible to the outside world. It is
stimulated to present the cluster not only in German but also in English.

Closer ties have been established with the agency responsible for Foreign Investment in Germany (Germany
Trade and Invest) and with the International Cooperation offices of the Science and Education Ministry, with the aim to
include information about the clusters in the international promotion of Germany internationally. The current added
value of the initiative is in the network services that are provided by the central organization that manages
Kompetenznetze.de. Examples are specific cluster management meetings and workshops, either on horizontal issues
(e.g. how to deal with IPR) or on a thematic basis (e.g. all clusters in medical technologies).

Strengths

As the initiative does not provide financial support to the clusters, this implies that in order to take part, the
clustermanagement must demonstrate a strong commitment in the application to Kompetennetze.de. Being accepted
in the O6bésboregdirestthera to define their thematic focus much clearer or to work towards strengthening
elements that could be approved, for example, to improve their public presentation on the portal. In the application
process the clusters receive an external opinion from the Scientific Board to see if improvements in the cluster
structure or management are required for membership of the club of best. Even those that are not accepted
(immediately) receive feedback on how they could improve their network. Thus the initiative is a relatively cost effective
way to change behaviour of cluster managers.

Weaknesses

As the initiative has no other instruments than publicity and voluntary participation in additional services and
events, the influence on how the networks actually perform is limited. The performance of networks is generally the
responsibility of regional actors (mostly sponsored by regional governments), this is not a major concern for the
national government. There could be a mismatch between the quality label given on the national level and the
importance given to a particular cluster by the regional or local governments. In addition the initiative can lose
momentum if there are no additional activities and services that significantly interest the networks and outsiders.

The quality brand is compromised if clusters appear not to function very well or when choices are made for
clusters with very little critical mass or recognition. Thus regular check-ups on whether the network is still dynamic and
whether their presentation on the portal is still up to date are necessary. In addition, clear and transparent quality
criteria are needed, but at the same time the variety of networks and their specific composition means that the criteria
isby defimaywd.on o6fu

Considerations for successful adoption in Poland

Poland is gradually building up cluster policies at the national and regional level. Some of the regional clusters
may be still quite small and in the emergence phase. However there are some networks that already have some critical
mass, track record and collective activities. In order to stimulate the identity of the cluster and to increase the visibility
of the cluster to outsiders, a Kompetenznetze.de type portal and back-office could be useful. PAED cold be the
organization hosting this portal and the network-management activities could be consider for subcontract to an outside
organisation.

Considerations for implementation are:

e Ensure that quality standards on the expected performance of clusters are outlined and applied before
providing clusters with publicity

e Develop the provision of a quality label in a slow pace, as allowing too many initiatives that are sub-critical or
non-sustainable damages the reputation of the portal/ quality label

e Develop measures to support the exchange of experiences between network managers
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e Refrain from allowing government-led cluster initiatives on such a portal as these often have poor
sustainability rates once public funding stops. This can be avoided by ensuring commitment from the
business sector and other key stakeholders in the networks.

Contact details

The portal can be found at: www.kompetenznetze.de . The organisation contracted to manage the initiative can
be contacted at: VDI/VDE-IT in Berlin, kompetenznetze @vdivde-it.de

An important role for the national government and agencies is to help build capacity and expertise in
the regions to improve the quality aaffectiveness of regional support actions.

Recommendation:

e Shift the balance from delivering national SME and entrepreneurship policies in the regions in
favour of building capacity in the regions to implement the regional and national OPs.

This requiresthe organisation of training, expert workshops, exchange programmes, guide books,
web-based learning portals, etc. Areas like the development of cluster policies and the delivery of business
support require urgent attention

Box 3. Learning model:
The upper-Austria cluster initiative Clusterland

Description of the approach

A good example of a region with a comprehensive approach to cluster support is the State of Upper Austria
which is implemented by the TMG, the Technology Management and Regional Development Agency and since 2005
by Clusterland Oberdsterreich GmbH. The regional business support centre offers a wide package of services to
companies and cluster development is one of its key activities. Since 1998, Upper Austria has vigorously pursued a

cluster-oriented economic and technology policy based on t hei r Whi t e Paper: AUppe
Progr ammeo. The aim is to achieve a sustained i mprov
develops its strategy for a period of five years. Today
succeeded the original plan of 2000. Cluster policy i

Clusterland now supports nine clusters, with a mix of traditional, high-tech and thematic networks in Automotive
(manufacturers and sub-suppliers), Mechatronics, Plastics, Furniture and Timber Construction, Health Technology and
the more thematic consists of Networks Energy Efficiency, Environmental Technology, Design and Media and Human
Resources. At present, approximately 1,500 companies, R&D bodies and educational institutes are partners in the nine
inter-sector networks. This represents clear evidence of the fact that the local business community has recognized the
necessity for close co-operation between companies and a co-ordinate approach with the educational and research
sector.

Small, efficient teams operate the respective networks and are active in the following areas:

1. Information and communications: the Clusterland consultants and cluster managers have a detailed
knowledge of the clusters and their actors and are pro-active in assessing their needs. Clusterland has a
database with profiles of each company and the services they require.

2. Training: Regular specialist events and workshops serve as an important contact and know-how exchange
between the companies. Branch-related educational requirements are analysed.

3. Co-operation: TMG actively acts as broker between companies and initiates collaborative projects. A
collaborative subsidy fund also supports projects. The prerequisite for co-operative projects in the areas of
organisation, qualification and technology is that a minimum of three companies participate and at least one
of them must be a SME.

4. Marketing & PR: both regional and sector specific marketing activities such as organizing cluster specific
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international events in the region, making trade fair representations, offering cluster Prizes (e.g. the Austrian
Wood Prize).

5. Internationalisation is supported on a sector/cluster level (providing market intelligence, specialist events,
study trips)

Rationale for Policy Intervention

The rationale for intervention was to develop the cluster concept in the region, particularly strengthening the firms
through cooperation. The experiences in the region shows that cluster-management activities were needed to
orchestrate and coordinate these collaborations that firms by themselves would not easily enter into. In the second
phase of Clusterland the clusters were also nodes that were connected to other policy actions such as education and
training, research and environmental protection.

Impact and available evaluation evidence

The first phase of Clusterland and its management by TMG was evaluated. In the first years, each cluster had
approximately 5 cluster-managers who coach the companies and their collaborative projects. There was one strong
regional development agency (TMG) with clear leadership, strong management, long-term programmes, and stable
financing (including private sector contributions) with some room for experimental projects. The clusters had a strong
outreach programme which allowed them to serve companies, institutions with everything the TMG could offer, not just
the comparatively small portfolio of a typical cluster programme.

Strengths

The comprehensive approach of the Upper Austria model linking cluster policies with other policies that affect the
business sector is a key strength. A long term commitment to the clusters provides them with a strong common
identity. Another positive element is well qualified cluster managers with good knowledge of the clusters and networks
have a good outreach to the communities and know how to attract a large and growing number of members. The
portfolio of services is adapted to the needs of the various clusters. Clusterland is member of the European Cluster
Alliance which also has a number of regional and national Polish members, so this network could be used for
exchanges of experiences.

Weaknesses

In the early phases, funding for the activities was partly obtained from the business sector however gradually the
initiative became more and more funded from various public sector resources. The organisation behind cluster
management becomes institutionalised and the business driven philosophy behind cluster management disappears in
the background. Once the benefits of networking becomes more obvious to the business sector (and awareness
building is less of a policy intervention rationale), a gradual increase of private sector funding and management would
be expected.

Considerations for Successful adoption in Poland

A comprehensive regional cluster approach, with professional management as adopted in Upper Austria could be
a good model for Polish regions. A hands-on approach would help build awareness in the private sector particularly
given the unfamiliarity of networking and cluster-building in the private sector. The approach of combining specific
cluster issues with more horizontal business networks on topics such as environmental protection and human
resources prevents too many sub-critical cluster initiatives. The Polish regions should learn from the Austrian case that
a long term approach is needed and also ensure that cluster-management does not becomes an institutionalised
activity dependant on public sector funding.

Contact details for further information

Clusterland details can be found at http://www.clusterland.at/index ENG HTML.php
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CHAPTER 3

CO-ORDINATING POLICIES AT THE NATIONAL AND REGIONAL LEVELS

Introduction

This sction of the report focuses on the-ardination of entrepreneurship and innovation policy at
the national and regional levels. The focus is on policies to promote and support entrepreneurship although
innovation policies are also considered, becausehef dlose connection between innovation and
entrepreneurship. The central question concerns how the government attempts to ensure coherence and co
ordination between national policies and those at the regional or local Bweblementary issues
considerednclude the respective roles of policies for entrepreneurship at the national and regional levels;
whether or not there is any duplication between national and regional/local policies; whether and how
national policies might fill gaps left by local pokd. A further issue concerns the methods adopted by
national government to ensure that national objectives are met in programmes designed and delivered at
the local level. The way decisions are made about which level of government should intervenest addre
the specific problems of localities will also be investigated, as well as mechanisms for information sharing
and learning vertically between levels of governments.

Experience in other OECD countries suggests that policies which are based solely rah cent
government design and implementation are not effective. In medium and large countries, in particular, it is
important to have a strong regional and local dimension to enterprise promotion and fumpodmber
of reasonsAn emphasis on decisiemakng and support at the local level is important because it is here
that policy makers can get close to the real needs of entrepreneurs and their businesses. This particularly
applies in the case of established SMEs whose support needs are typically es@ksep than those of
startups or young firms, varying also between sectors and the stage of business development.

Whilst there may be a core of business services that may be appropriate to offer businesses throughout
the country, variations in the sizage and sectoral mix can affect the needs of SMEs and thus the type of
business services required and characteristics of the region or locality can affect how they are most
effectively delivered. As a consequence, a decentralised approach enables police targeted at the
needs of the area and its busine¥ses the same time, it is important that national and-rsaiional
policies are effectively cordinated to improve their effectiveness through exploiiomplementarities
and synergies betwedhem; avoid duplication and fragmentation, which is increasingly recognised as a
key factor influencing the ability of entrepreneurs to find the support the seek.

As wel | as tuning entrepreneurship andisd&sME pol
important to recognise that identification of the economic development needs of a region with regards to
entrepreneurship is likely to be broader than the support needs of its existing busii@sgesticularly
applies in the case of regionsrieed of structural change and/or where existing levels of entrepreneurial
are low and in need of boosting. In such cases, policies designed to promote new business formation are
likely to be a particular policy priority, even if the national stgytrates appear sufficient by international
standards.

Variations in the policy needs of regions can be affected by their mix of urban and rural areas.
Regions with large rural catchments face specific challenges and often have distinctive needs with regards
to entrepreneurship development. Common challenges faced include declining employment opportunities
in primary activities as a result of structural change; an ageing population associatea-wiidyration of
young people in particular; and difficulties iramtaining a critical mass of facilities to support economic
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development, including the provision of business serVic@vlicy initiatives aimed at encouraging the
formation and growth of enterprises in rural areas need to take into adheudistinctie challenges

facing these areas, which are associated with three main aspects: characteristics of the business
environment; characteristics of rural populations; and aspects of the existing economic §tructure

The involvement of regional and municipaltlaarities in entrepreneurship and SME policy raises
issues of the institutionalisation of policy. In this regard, it is important to clarify the respective aims and
responsibilities of national and regional authoritiespainate national and regionalpport programmes
and take steps to facilitate -operation between regions. Effective-aalination depends on the
mechanisms established to facilitate it and tlogierationalisationlt is also necessary to take steps to
ensure that bureaucracy is ming®d at the local and regional levels since it is here that excessive
bureaucracy, for example, in the regulatory system, can impact on businesses most directly. It is also the
level where an effective dialogue between public authorities and entrepremguarti¢ularly pertinent.

Better regulation and establishing effective dialogue between entrepreneurs and policy makers should be
key elements in regional and local development strategies to encourage and support enterprise.

Pol anddbés st at us state ©f ttee Eurapean Wmsmbas important implications for
entrepreneurship and innovation policy in the country. The current approach is heavily dependent on EU
Structural Fundswhich the country relies on to provide funds for policy implementatiors iEHacilitated
through a combination of National Operational Programmes (NOP) and Regional Operational Programmes
(ROP), which inevitably means that policy priorities and the orientation of policy are influenced by criteria
established at the EU levelh& Ministry of Regional Development is the mainazdinating Ministry for
Structural Funds. Marshal o6s Offices are responsib

Projects funded by the state budget are typically small in scale and implemgntied Bupport
Instruments Department of the MoE; and by PAED in the case of loans for innovation and innovation
vouchers. Limited funds place a severe limit on the number of beneficiaries, which means that some
programmes have been abandoned prematurefube the demand from businesses resulted in the budget
being spent in a short period of tina. practice, most support instruments are included in Operational
Programmes, which are implemented with EU Structural Funds.

The rest of this chapter is dividento four sections: the first describes the role of entrepreneurship
and innovation policies at the national and regional levels and the main actors involved in them; the second
describes and assesses theobnation mechanisms and processes betweemdtional and regional
levels; the third section identifies areas for improvement in the curremdgmation mechanisms; and the
final part contains specific suggestions for improvement.

The Role of Policies for Entrepreneurship and Innovation at the Btional and Regional Levels
Entrepreneurship Policy

The main government stakeholders involved in entrepreneurship/SME policy at the national level are
the Ministry of Economy (MoE), the Ministry of Regional Development (MRD) and the Polish Agency for
Enteprise Development (PAED). The MoE is the main policy maker in this field, with a goal of creating a
strategic approach. This was reflected in the publication of strategy documents in 1995, 1999 Hnd 2003
covering the period from 2002 to 2006. However sirategy document has been published since 2003,
which some informants justified in terms of the current policy approach being a horizontal one. This was
described as part of a é6Think Small Firstododtappr oe
there is no single entrepreneurship policy paper, but rather reference to entrepreneurship in various
strategic documents. The Central Statistical Office (CSO) also plays an important supporting role in policy
development by providing data and a sysferrobtaining them.
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The priorities of national entrepreneurship policy include human capital, improved access to finance,
better regulation, R&D and innovation, access to markets, business environment, including infrastructure.
One of the current policy farities isregulatory reformdriven partly by the EU agenda. A current attempt
to review the burden of government regul ations
S i g nThetchallenge is twofold: firstly, to systematically apply thenKtsmall First principle when new
legislation is created; and secondly, to introduce fast track legislation to address specific problems, such as
a package for entrepreneurship containing 22 legal Atisresent, the focus is on the national level and
al permits and licences are being reviewed, although it is intended eventually to magtisuial
regulations as well as national regulations.

There is some indication of the national policy procbssg evidence based. The Analytical
Department of the ME analyse data supplied by the CSO, together with data from an annual survey of
businessesThis provides a picture of the market situation, reported barriers faced by entrepreneurs and
employment trends. The-Bnnual business survey provides the mostouglate data across the firm size
range, appearing approximately 3 months after the end of the previous half year. A lack of up to date
statistical data results in policy makers supplementing it with data from other sources, which is common
practice in dter EU Countries.

The administrative reforms of the late 1990s laid the basis of an institutional structure to facilitate a
decentralised approach to development policy in Poland. The reforms resulted in the emergence of the
Marshals Office in eackiovoid$ip as key players in economic development, particularly in view of the
important role for regions in accessing EU Structural Fukitsvever, as the role of the regions in
economic development policy has grown, so this has increased emphasis on theyadetuadegal
framework, which appears to have some deficiencies. It also emphasises the importarcelioftag
national and regional policies, if duplication is to be avoided, complementaniieisnised and potential
synergieexploited.

Although he entrepreneurship data available to policy makers is currently limited, there is evidence
of capacity building in this regard. For example, representatives of the CSO referred to the benefits of
participating in the OECD indicators proj&ctin terms ofpointing to the data needs of entrepreneurship
policy. Examples mentioned included a survey of new enterprises to inform policy makers interested in
promoting high growth statips and a need to capture data on firms active on international markets and
those involved in cross border-operation.

National policy makers appear to have limited access to detailedasioinal data on SMEs. The
PAED annual report includes descriptions of the state of entrepreneurship in tteévddéships This
allows the reldve position of each to be identified in relation to a number of key indicators, although the
profiles are not synthesised into a comprehensive analysis of regional variations in entrepreneurship.
Comprehensive analysis of regional variations requiresilddt data at the regional level, which is
currently limited. This suggests there is a need for a forum where information and experiences can be
exchanged between national and regional authorities.

It is important to remember that entrepreneurs themsealreegkey stakeholders in entrepreneurship
policy, who need to be consulted at different stages of the policy process. However, effective consultation
and engagement with SMEs by policy makers is hampered by the current weakness and fragmentation of
memberkip and representative organisations for entrepreneurs. Membership of Chambers by businesses is
not compulsory in Poland, which some informants suggested makes it more difficult for government to
effectively consult entrepreneurs. The main national busiogganisations include the Polish Chamber of
Commerce with 150 branch and regional member Chambers; the Business Centre Club (BCC), with
branches in 1&oivodships and the Polish Confederation of Private Employers (PKPP Lewiatan) (3000
members, 80% SMEJ.he latter is present in 15 regions, although its activities at thaeatudnal level are
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restricted by a lack of resources. Although the weakness of these structures makes effective consultation
difficulty, it is important to recognise that entreprersecan be a difficult to reach group for consultation;
purposes, even in mature market economies.

In principle, regions are free to decide on their own consultation mechanisms with entrepreneurs, but
in practice the fragmentation of business organisatluatsexists at a national level is even more marked at
the regional level because of resource constraints. The lack of an associational tradition in Poland is an
additional problem, contributing to a lack of pressure on public bodies from business grbaps.
distribution of Chambers at a regional level was described as patchy, with some regional authorities
complaining about the lack of involvement of local entrepreneurs in discussions about ROPs.

Since their inception in 1994, a network of Special Ecdodfones (SEZ) (now 14) has provided a
mechanism for distributing resources for the promotion of business activity at the local level. These focus
on areas with high rates of structural unemployment and include a special package of investment
incentive$®. Although most MoE policies are aimed at a horizontal and national approach, the SEZ was
claimed as an example of a policy tool to address local or regional issues. The original concept was to
attract large enterprises, which might be able to bring supfiliseed firms with them, analogous to the
cluster concept. Originally the main priority for the SEZs was employment generation, although now the
focus is on innovation. Although a national programme, the current development of SEZs is expected to be
consstent with the RIS.

Science, Technology and Innovation (STI) Policy

Technology and innovation policy is increasingly recognised internationally as an important element
in the promotion of entrepreneurship, particularly those forms of entrepreneurshipathahake a
disproportionate contribution to economic development. This is partly because it-dallesb
Schumpeterian entrepreneurs that provide a particularly important source of dynamism for an economy
through the introduction of new products and preessand innovation, but also because innovation is an
important source of competitive advantage for many types of business. Developing an effective innovation
policy is particularly important in the Polish context where the evidence suggests there iarefative
SMEs and entrepreneurs are slow to recognise the importance of developimgcedmased competitive
advantages. This is a national policy priority, which is reflected in the Innovative Economy OP.

The strategic goals of Science, Technology Emgvation policy focus on R&D and innovation and
its potential contribution to competitiveness. A new strategy has recently been announced focusing on
increasing the use of scientific outcomes in education, culture and the economy, recognising that the
ss rengths of Pol anddbs science are currently in b
Pol andbs innovative performance at t h e-oparatibni o n a |
between the research and business communitidesig @ement in achieving this.

In general, the role of STI Policy is focused on promoting excellence at the national level and the
competitiveness of the national economy, rather than regional needs. At the same time, there are research
units in particudr regions which contribute at the national level because they represent centres of
excellence e.g. specialised mining research institutes in Silesia. The Science and Technology budget is
highly concentrated in Warsaw and the surrounding region, althdwegl &re regions that receive less
money from the central budget that are highly ini
(Krakéw).

Higher education policy has more of a regional focus than STI policy, in recognition of the potential

importance of higher education institutions in regional development. In this regard, it appears that new
measures are imminent aiming tperationaliset he &6r egi ons of knowl edged
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universities and HE institutions as centres of excellence.|diter are seen as drivers of research in the
country in the medium and longer term. However, achieving this requires a culture shift in the research
community which is currently not entrepreneurial. The national framework for academics does not appear
facilitating at present, with its focus on citations and publications. In future it is proposed that R&D units
and universities will be evaluated against a wider set of criteria, which will include patents and licences, in
order that universities will encoage staff with commercial experience and potential, to apply their
knowledge and skills to commercial ventur@bere is also an idea to try to get representatives of the
regions, as well as employers, more involved in the management of higher educstsothrough
Management Boards.

Most money spent on science and technology and higher education is spent by national government
and the current focus is on developing national rather than regional innovation systems. Under the present
system, regional irsvationrelated projects tend to be small and proposed by entrepreneurs rather than the
scientific community. The planned O6KNOWbO6 <centres
distributed regionally because their main goal is to contributeatimnal innovative performance rather
than to regional development. While the different focus of national and regional programmes is
understandable, it is important that the development of national and regional innovation systems is
effectively ceordinaed. One reason is that innovative businesses utilise linkages with external actors at
different levels of spatial scale. Neither national nor regional innovation systems should be treated as
closed systems.

A variety of organisations are involved in teology and innovation policy at the national level. The
Strategy Department within Ministry of Science and Higher Education is responsible for Science Policy.
The same Ministry has recently established an Innovation Support Department, which is an iatermedi
body as far as efunded Operational Programmes are concerii¢td MoE has an Innovation Unit
responsible for innovation strategy. PAED also has an Innovation and Technology Unit, although its role
focuses on implementation rather than policy formatatPAED seeks to stimulate-operation between
R&D units, incubators and technology parks and enterprises. This includes the preparation of guides for
entrepreneurs on technology transfer.

The PAED Innovation and Technology Unit evaluated Regional birmv Strategies in 2007 in a
pilot project. Evaluation criteria included the mix of hard and soft support, the quality of administration
and caeordination and the funding base for the proposed instruments. In addition, there is a new project
starting in D09 which focuses on benchmarking regional innovation strategies, identifying good
implementation practice, based mainly on soft instruments. However, the issverdinaion of regional
with national policies is not included. The regional contributionimproving national innovative
performance is expected to come from the implementation of measures in the ROPs, which helps to make
the case for closer policy @rdination.

There are currently five main priorities for innovation policy:

e Human resource®r a modern economy

e Research for the economy

e Intellectual property for innovation;

e Capital for innovation;

e [nfrastructure for innovation
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In view of the important role of SMEs in the Polish economy and their weak innovative performance,
increasing thedvel of innovative activity in SMEs is a key underlying theme in innovation policy. To
achieve this requires:

e raising awareness of the importance of innovation in competitiveness among entrepreneurs and
other stakeholders;

e hbuilding competitiveness of bumdsses on a science base by promoting awmyo flow of
knowledge between universities and entrepreneurs;

e increasing the number of science and engineering students to strengthen the foundation for
radical innovatioff

e promoting entrepreneurship from thenpary school upwards;
e strengthening awareness of IPR issues and increasing the use of patenting by SMES;

e increasing finance available for innovation, including the supply of venture capital and tax
incentives for R&D; and,

e strengthening advisory institutis.

Since achieving these objectives is dependent on the effectiveness of the organisations responsible for
delivering support for innovation at the local level, this emphasises the importanceodfir@ting
national and regional level policies.

Policy Implementation

The implementation of entrepreneurship policy in Poland involves a number of key institutions and
networks at the national and regional levels. The national business support network (KSU) is managed by
PAED. This network of service providers onsi st s of -fonpdreopfeintdée no r, g admiosta
provide support for statips and established businesses. The network includes consulting points offering
information; centresffering innovation support services (such as universities, itegiand high schools);
and institutions offering financial services, such as loan and loan guarantee funds. Regional Financing
Institutions are also members of KSU, offering information as well as access to EU funds. Approximately
180 service providers ammembers of KSU in total, although not all are currently active. PAED are
planning to reduce the total to about 120, keeping in mind that the regions will also provide their own
centres.

The information or contact points focus on information provision, eikample, about state o
financed grants and other business development information. Advisory services focus on support for
innovation, innovative technology transfer and technology audits. Consultants are evaluated and their
competence checked. Servicas\ypded are financed from the Human Capital and Innovative Economy
OPs with domestic etinancing.Since 2007, PAED has been active in seeking to create a national brand
image for its KSU centres, in an attempt to make them more visible and accessiblEgpaS well as
engaging in capacity building activities.

Access to finance is a commonly reported constraint on SME development, particularly in the case of
new and young firms that lack a track record and/or sufficient collateral to attract a comiaadzal In
Poland, a network of loan and guarantee fuhds been established to provide a source ofbamk
finance for SMEs. The role of guarantee funds is to provide guarantees for banks, which vary with respect
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to lending criteria. Guarantees wer@aded to be particularly important because the financial crisis has
led banks to look for guarantees for projects they would previously have funded without guarantees.

Representatives of loan and guarantee funds illustrated how the financial needs ©fva&iME
between regions. For example, SMEs in Eastern Poland were said to need basic support because of
particular difficulties they face in accessing finance. Start ups in poor (particularly agricultural) regions
need microfinance, because they lack daHricing possibilities. Although the regional distribution of the
72 loan funds is uneven (with only 3 in the NE and 1 in the East (Lublin), it tends to reflect the demand for
finance rather than addressing a market deficiency, because it has neveateepalisy to prioritise less
developed regions through loan or guarantee fund allocations. It was also suggested that the distribution of
funds between regions partly reflects variations in the commitment of local authorities to supporting
entrepreneurshi A lack of a feeling of local ownership was fuelled by the minimum of 10% capital stake
which local authorities were asked to provide when the scheme started.

The National Industrial Development Agen@yRP) has an implementation role (similar to PAED)
with respect to industrial policy e.g. shipyards, restructuring of armaments and aircraft industries, reporting
to the MoE.A sectoral approach to industrial policy dominated in the period prior to accession o the EU,
although posfccession the emphasisas been horizontal, rather than targeting specific sectors or
enterprisesApart from shipyards, railways and mining, the sectoral restructuring programmes are largely
completed; Biotechnology & aerospace are current sectoral priorities of MoE. SEZseard thmee
regional development tools used by the Industrial Development Agency (ARP) (with the RDAs and
industrial incubators).

State support is also provided for a national network of industrial parks (e.g. by the IDA from SOP
ICE 20042006), with 27 irreceipt of support so fafhe original concept was to mobilise assets of failing
companies, particularly in Silesia. Expectations in term of jobs created have been exceeded so funds have
been supplemented with unspent funds from other programmes.

A commony held view is that the implementation of entrepreneurship and economic development
policy at the regional level has been slow, with limitedoodination. Some explanations for this point
refer to a lack of political commitment at the regional level renmting entrepreneurship and a lack of
understanding of the potential importance of entrepreneurship and SMEs to economic development. A
number of commentators suggested that entrepreneurship and innovation policy is not perceived as a vote
winner by regbnal politicians, who often see greater political benefit in supporting road or rail
improvement schemes or similar high profile infrastructure initiatives, rather than promoting
entrepreneurship. At the same time, discussions with regional actors emghhsi€onstraints they face
in implementing policy. For example, most regions have a budget for loan and guarantee funds in their
ROPs but claim to need new regulations to be able to implement them.

In terms of institutions, many of the Marshals Offieggpear to lack capacity, with experienced staff
in short supply. The fact that an economic development function is relatively new for them is an additional
problem and a lack of experience in managing Structural Funds is a specific capacity issueaiethe s
time, a growing number ofoivodshipsare setting up entrepreneurship or economic development units,
suggesting that there may be training needs for staff that are shared across the regions. This suggests there
is scope for a cordinated approach taiidding the capacity of these units with regard to entrepreneurship
promotion and support.

Co-ordinating National and Regional Level Policies
Effective ceordination of policies originating in different parts and levels of government is essential

if policies are to be effective in achieving their objectives and reaching their target audience. This is
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necessary if policies originating from different sources are to be coherent and joined up rather than
overlapping and comprehensive rather than leaving dépse it is at a local and regional level that
entrepreneurs are most likely to come into contact with and experience government policies and
programmes, it is important that institutions involved in national policy formulation and delivery work
closely wih their regional counterparts and vice versa. A lack efrdination is likely to contribute to
increased fragmentation of policies in the eyes of entrepreneurs rather than the simplification that makes it
easier for them to find and access the suppest tieed.

The mechanisms and processes by which central government attemptsrdinate national with
regional level policies vary between different policy areas. In most cases, some forrordinedion
mechanisms exist although in most cases it waplokar that their effectiveness could be improved. Most
informants recognise that the-oadination of national and regional level policies in Poland is challenging,
outside the confines of specific projects. This is affected by the degree of autonorhywueikimdships
have from central government, combined with the relatively short period of time that has elapsed for the
di fferent | evels of government to establish a 0mc
new policy field in Poland.

The recently established National-Galinating Committee for Development Policy is recognition of
the need to improve eordination within the system. Although at the time of writing, this new committee
has yet to meet, it is chaired by a Minister who isi@mber of the Council of Ministers and includes
representatives of each of the main Ministries. Its future agenda includes issuing opinions and giving
advice to the Prime Minister.

In the rest of this section, the mechanisms and processesdodinatirg national and regional level
policies are discussed in relation to NOPs and ROPs; the KSU network; innovation policy; loan and loan
guarantee funds; and cluster policy.

Co-ordinating National and Regional Operational Programmes

Since the current approatd entrepreneurship and innovation policy in Poland is heavily dependent
on EU funds, the cordination of NOPs and ROPs is a contemporary priority issue. The guiding principle
for co-ordination is that NOPs are concerned with national level needs any piatirities, whereas ROPs
seek to address regional needs. As the maiordimating Ministry for EU Structural Funds, the MRD is
responsible for cardinating NOPs and ROPs. This is achieved by sitting on Monitoring Committees for
each ROP, enabling MR participate in project selection and influence the selection criteria for projects.

In practical terms, national and regional programmes differ in the scale, specialisation and sophistication of
support instruments, as well as the size of the budgktsatdd to themFor example, a majority of
innovation support instruments in the NOP for Innovative Economy focusing oridulghology and/or

more advanced companies using sophisticated instruments, such as venture capital and financial packages.
This catrasts with instruments in ROPs which typically focus on addressing the needs- ainidw
mediumtechnology firms, with less sophisticated financial instruments.

With respect to the ROPS, it was reported that in practice most discussion between tlaad/tR®
regional authorities takes place at the time of preparation of the programme documents (which occurs
every 7 years according to the EU6s programming
needs to be recognised that the implemeoriatf the current ROPs is still in the early stages. In addition,
the focus of current eordination appears to be on budget ceilings for instruments and/or on applying the
demarcation line principle to avoid the risk of dual financing, rather than onotfitent and types of
instrument contained in the programmes. By contrast, there is strongpeaion between the central
and regional levels in the HCOP, which organises ESF support for small firm development and
entrepreneurship including skills déspment in SMESs, regional innovation systems anebperation
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between HEIs and industrin the HCOP process there are annual action plans between the MRD and each
of the 16 regions that set out the main priorities and mechanisms to be used for entr&gpeard SME
development in the year building on assessments of activities undertaken to date.

The Ministry of Regional Development also seeks teobnate the ROPs that are prepared and
implemented by the 18oivodships which together with the regiahdevelopment strategies must be in
line with the medium term national development strategy. The responsibility of the MRD includes
verifying whether the ROPs are in line with the NSRF; monitoring the results of implementation;
participating in the Task dfce for entrepreneurship, established in the framework of the NSRF Co
ordinating Committee; participating in the monitoring committee sessions for the ROPs; approving
management and control services; and preparing state aid regulations for the RORghAshime
differentiation between ROPs is expected, reflecting regional specificities in their development needs and
capabilities, in practice, the ROPs were reported to vary little. Part of the explanation for this is that the
regions share many priorityerds, such as a need for infrastructural improvements, although the limited
capacity and experience of most regional authorities with respect to entrepreneurship policy may be
another contributory factor.

The managing authorities for the ROPs are the Boafdhevoivodships Monitoring committees
exist at the regional level, which include representatives from central government Ministries (including the
Mo E) and representatives of SME organisations al
monitoring committees take the form of working groups.

A need to strengthen awrdination at the operational level, which may be illustrated with reference to
the fact that after one year of implementation experience with OPs overlap, can be observed between
national and regional level instruments. Support for industrial parks was mentioned as one example. A
further example relates to networks of business support agencies, which can gain support under both
national and regional OPs. This means that a singtiution could be a beneficiary from double funding.

Co-ordinating the KSU Network

It is widely accepted that the markets for business information, advice, training and finance often
operate imperfectly as far as small firms are concerned, which is cdynnmeed internationally aa
justification for public intervention in these markets. Since entrepreneurship and SME development are
increasingly recogni sed as potentially i mportant
intervention to address fildencies in the markets for business services they need may be justified in terms
of potential welfare gains to the economy as a whole.

In this context, the national SME services network (KSU) in Poland managed by PAED is a key
element in central goventme nt 6 s response to this issue. The ma
funded support is necessary are information;ipnovation advice, loans, and loan guarantees. At the
same time, the support needs of businesses vary between different regions, wimme an t hat a 6o
all 6 approach is wunlikely to be effective. I n ad
private sector) are involved in delivering business support to SMEs. As a consequence, effective-policy co
ordinationof the business support system is essential if entrepreneurs are to readily access the business
services they need. The G8&p Shop (or Single Window) should be the guiding principle in this respect,
emphasising the need for having a single entry paitd the support system. This may involve the
provision of a variety of business services at a single site but more importantly, a single entry point (e.g.
telephone number, Website) with an efficient system of referral to a comprehensive range of service
providers. This principle should be applied to the provision of services to established SME as well as to
startu p s . This is the guiding principle behind the
February 2008.
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As far as ceordination isconcerned, the priorities of PAED for the network have changed over time.
In 2004, PAED invested funds to build the capacity of institutions that are part of the network but since
2008, the focus has been on issuing and managing contracts for servigoprovhese contracts are
allocated following responses to published calls, which specify the minimum requirement for service
providers in terms of the number of clients and the services offered. Aspectsmlireation include the
requirement that all K& centres must meet general competence criteria, as well as specific criteria in
order to deliver specific services. These steps are designeebtdinate what is a national network, with
partner institutions contracted to deliver services. Thigrdaation is achieved from Warsaw since PAED
does not currently have its own regional offices.

In terms of ceordination mechanisms, there is a-@dination Board for the KSU system as a whole,
supported by a secretari®AED have also established Boardscteordinate specific services. These
Boards provide a mechanism for sharing good practice between partner institutions, as well as working
together to improve the effectiveness of the network. The process of continuous improvement in the
system currentlyncludes increasing eoperation with regional authoritieRAED considers the task of
KSU is to meet local needs, using funds from the central state budget according to the subsidiary
principlé’®. Regionally differentiated services should be the focusgibnal level policies.

In short, ceordination of the KSU network focuses on quality control and the sharing and
dissemination of good practice. Whilst these are appropriatedioating functions, they are arguably not
sufficient. Most regions are sdérf to establish their own consulting points, funded through the ROPs.
PAED is in the process of seeking to establish closewpevation with the Marshals Offices and has
already signed coperation agreements with some, to exchange good and bad pdictycerand
experience and to develop a common system of Information Points for entrepreneurs. This is certainly a
positive step towards improving @peration between national and regionally funded support provision,
although it remains to be seen whetbenot it is sufficient to avoid fragmentation of the support system
and confusion in the minds of entrepreneurs about where to go to access support.

Co-ordinating National and Regional Innovation Policies

Innovation policy in Poland is eordinated at tw levels. At the national level, the Council of
Ministers is responsible for eardinating policies of the MoE and MoS&HE. However, some informants
view this process as insufficient, suggesting it represents little more than a bilateral exchange Qfoviews.
ordination between the national and regional levels only exists with respect to EU Structural Funds (as
described above). However, a proposal is currently under discussion to create a Science and Innovation
Council under t he P s Coumcil wdildhdorlinaterwiilsthe adgibns asewell ag h i
horizontally (since the five dimensions of national innovation policy are implemented through the NOPs
for human capital and innovative economy).

In practice, ceoperation between regional and natiblevels with respect to innovation policy was
said to be greatest when ROPs are drafted, since some negotiation between central government and the
regions is necessary at this stage. However, it was reported that in practice, these discussionstsnd to fo
on two main issues: eliminating competition between instruments; aodt@ting beneficiary impact to
avoid overly focusing on a limited number of institutions. In other wordsyrdimation appears to be
based more on administrative than strategiasiderations. However, the real problem is that there is no
ongoing ceordination process with a designatedardination body. Consequently, where-araination
exists, it is typically on a case by case basis for a specific purpose.
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Co-ordination of Loan Funds and Loan Guarantee Funds

The network of loan funds across the country raises some specific issues with respect to the
relationship between national and regional level policies. There are currently 72 loan funds in Poland,
varying in scale and rearces. In terms of cordination, the procedures and quality of these funds has
been harmonised. At the same time, the multiplicity of small and medium sized loan funds is viewed by
some informants as a problem because the lack of sufficient revolvingyrimits their ability to lend.

Even medium sized funds were reported to be allocating just one or two loans per month because of this
constraint. Since there are benefits in loan funds being close to enterprises, there is limited scope for a
national appsach. However, in Lublinoivodshipsfor example, there is a single Loan Fund but with local
branches in 6 major towns, suggesting that scale may be combined with local access. The Polish
Association of Loan Funds is a national organisation, with most foads among its membership.
Although it does not have a -wmordinating role, the Association has a lobbying functaong advises

regions on how loan funds can grow. Performance of all loan funds are analysed at 6 monthly.intervals

The Economic BankfdPoland (BGK) supervise the loan guarantee system, based on a combination
of bank and local authority funds. Initially, BGK provided services across the country, adding their
investment to the capital of local guarantee funds, where they were invit@@&kobelieve banks know
best where to develop commercial lending, which means that their investment is directly related to the
level of economic development in a region. The National Association of Guarantee Funds lobby to create a
friendly environment forfunds in the country, as well as publishing a biannual repembers include
60% of the regional and local guarantee funds operating in Poland.

Cluster Policy

Cluster policy is a good example of a policy field where there are clear potential beonefitsdfr
operation between national and regional authorities, since support for cluster development is currently
available from both national and regional sources. Once clusters are identified, PAED provide support for
cluster development; in the Innovativedaomy OP at the national level, which has supported 10 clusters
from the state budget on a pilot basis since 2008; and also through a FP7 project, which includes clusters in
9 countries in 16 regions and focuses on best practice policy transfer. Sopmbuster development is
also available through the 16 ROPs.

Areas for Improvement in Co-ordination

A number of areas for possible improvement in theombnation of national and regional level
policies may be identified hese include:

() A need for geater clarity in the relationship between national and regional authorities with
respect to economic development polithe administrative reforms which led to the creation of new
voivodshipsin 1999 provided an opportunity for a decentralised approacredgmnal development.
Unfortunately, the current arrangements appear to involve a lack of clarity in the division of
responsibilities, a lack of eordination of policies and limited emperation, beyond an administrative level
(e.g. budget ceilings forgticy measures). The administrative reforms appear to have allocated the
voivodshipsa strategic role in economic development but without either a budget or the powers to establish
regulations to implement policy measures, which means they must relydimstewtional regulations. It
would appear that each instrument must be specified as a regulation and only national government is
currently able to propose new regulations. Currently funds for MOs for economic development come from
the ROPs. There is nolatation from regional budgets, which seriously limits the ability of MOs to
promote entrepreneurship. At the same time, business representatives suggested that since part of
corporation tax goes woivodshipsthis could provide a resource for economggelopment.
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(i) A coordination gap exists at the operational level, both horizontally between Ministries and
vertically between central government and the regidrss is mainly because of weak-odination
mechanisms. Gordination between governmeMinistries (i.e. MoE, MoLabour, MoS&HE and MRD) is
said to be greatest when policy documents are being prepared and circulated for comment. By contrast,
there appears to be very little-oadination at the implementation stage, at either the nationalgomal
levels. Part of this may be associated with timing since there is more experience of strategy formulation in
Poland than there is of policy implementation, particularly at the regional level. As a consequence, it needs
to be recognised that poligp-operation between central government and the regions is still in its early
stages and more experience will be gathered in late 2009 and 2010 as new projects (such as the foreign
investors projectare operationalised.

Whilst a rationale exists to guidlee ceordination of national and regional programmes (and to some
extent the mechanisms), it is clear that the MRD experience difficulties in achieving operational co
ordination between national and regional programmes, even when they are funded fromudiliab
Funds. Thi s i S because Marshalsdo Offices, whi ch
voivodshipsare independent agencies and not under central government control. As a result, even if the
MRD seeks to cordinate national and regiorialvel policies, their influence over the regional authorities,
is either through persuasion or through the project selection criteria adopted by the MRD under the HCOP.
For example, faced with proposals to set up seed capital funds at the regional Remight try to
persuade regions seed funds are best left to the national level, because of the potential scale economies in
establishing, managing and operating such funds. In practice, some regions will choose to ignore such
advice, if for example theydve a technology park and the MRD cannot prevent a region from including
such a fund in its ROP, because they do not have the legal authority to do so.

At the same time, it should be noted that the MRD is currently working on a National Regional
Developmat Strategy (NRDS), the principles of which were approved by the Council of Minister in April
2009. The NRDS includes improving-oodination between the national and regional levels as one of its
objectives, as part of a new strategic programming sy€®ased on the principle that the present duality
needs to be replaced by a national strategy with common national and regional level goals, this would
appear to be a positive step towards providing a foundation foroadomation system for national and
regional level regional development policies, although the details are still to be published.

(i) A need to strengthen the capacity to develop and deliver entrepreneurship policy at the regional
level Although a growing number ofoivodshipshave establised an economic development function,
there is a need to build their technical capacity to fulfil this function. There is also an alleged lack of
political commitment to entrepreneurship in some regions. In both respectrdirated response is
justified.

(iv) A lack of an explicit entrepreneurship strate@yhilst the aim of applying the principle of Think
Small First across government is laudable, this does not negate the value of having an explicit written
SME/entrepreneurship strategy. Without thisere is a risk that entrepreneurship is not given sufficient
policy priority, as well as making it more difficult to-@odinate national and regional policies in this area.
In addition, it is unclear if and how the Think Small First policy is beindempnted at the regional level,
which is an essential complement to the national initiative.

(v) A need to strengthen the network of loan and loan guarantee flhdscurrent network of loan
and guarantee funds needs strengthening, whilst retainirgdtiéregional orientation. There may be some
scope for consolidating funds, whilst retaining local access, based on the Lublin model. At the same time,
regional/local authorities need to commit funds to loan and loan guarantee schemes if the needpsf start
and local entrepreneurs for finance across the country are to be met. Strengthening the loan and guarantee
fund network requires stronger natiomagjional ceoperation, with BGK a key player. The new portfolio
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line that BGK is to offer banks, withraplified procedures for evaluating the loan credibility of SMEs,
should help, together with the suggested increase in flexibility with regards to the valuation of guarantees.
Closer ceoperation between the national and regional levels can help to baildotibank financial

system in other ways, such as by raising the competence of advisers working on loan funds and improving
the promotion of loan and guarantee funds to entrepreneurs.

(vi) The apparent fragmentation in the business support systémy underlying issue in this review
is the extent to which the national policy framework is sensitive to and able to accommodate local needs. A
current weakness in this regard is the fragmentation of the business support systénmust contribute
to entrepeneurs being uncertain about where to go to access specific types of support. This may be
illustrated with reference to the network of new investor centres, which although a good idea in many
respects, is likely to add to this fragmentation. Funded throlighNOP for Innovative Economy, the
network of regional investor and trade centres aims to support foreign investors, exporters, as well as
Polish companies interested in investing abroad. The national network element to these centres focuses on
the coeordination and capacity building activities of the MoE, which expects the new centres to feed back
local data on, for example, on the support needs of exporters. The apparent weakness is that these trade
centres will not be linked to the PAED contact/infotima points, thereby contributing to a greater
fragmentation of business support when viewed through the eyes of potential business users.
Fragmentation also appears to exits with respect to the provision dfamérsources of finance, with the
PAED systen of financial institutions supporting entrepreneurship existing alongside the network managed
by BGK. Fragmentation of the provision of business support is a wider issue, and one faced in some other
EU countries. Although PAED is in the process of devielpgo-operation agreements with MOs, which
is a positive development, closer integration of the support provided through KSU and the regions would
make it easier for entrepreneurs to find their way through the business support system.

(vii) The relationkip between publicly funded and market based business sufipsdifficult to see
how the current policy approach to business support is contributing positively to the development of the
market for consultancy services for SMEs throughout the coultiy.always important to assess the
potential effects of policy interventions on the supply and demand side of the market and the current
approach may have a crowding out effect on advice and consultancy delivered through private sector
institutions, ratkr than stimulating it. This is a particular issue in those regions where the consultancy
market br SMEs is most underdeveloped.

(viii) The limited availability of suimational data on entrepreneurship to policy makers at the
national and regional levelsAlthough there appears to be a recognition of the need to adopt evidence
based approach to policy making at the national level, there is limited detailedtfortal data available
to policy makers on which to base policies that are sensitive to loedé nat the regional level, evidence
gathering appears less systematic and formalised. In this context, there is scopepfenation between
national and regional authorities to improve the evidence base available to policy makers both levels, based
onsharing resources and skills.

(ix) There is little apparent recognition of the distinctive needs of rural areas in terms of

entrepreneurship policy Wi t h 40% of Pol andbés popul ation | ivir
important policy issue affeci ng a signi ficant proportion of t he
di stinctive devel opment <chal l enge s-22) thardisnaqeelforl an d 6

a more explicit strategy for promoting entrepreneurship in rural arebgstW may be argued that this

should be reflected in the ROPs, the shared nature of the challenges facing rural regions suggests a need for
co-operation. In regions such as Podkarpackie the MO is not entirely responsible for providing the
resources forentrepreneurship development, since the Ministry of Agriculture is responsible for the
development of settlements of less than 5000. In practice, the OP Development of Eastern Poland 2007
2013 contains little recognition of the potential role of entrepnestép in developing these rural areas or
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the difficulties that need to be addressed to achieve this. In addition, the specific SME related measures
incorporated show little recognition of the distinctive needs of rural areas. In view of the fact t@R this

is managed by central government, it represents a good opportunity for national policy actors to take a lead
in developing and promoting policies for rural entrepreneurship, which extend beyond the scope of
individual regions.

(x) Limited higher edud#on-business linkageddE institutions have an important potential role to
play in contributing to an improved innovative performance of Polish SMEs through a variety of types of
linkage with the business sector. At the same time, as in other formdiss@aantries, and indeed some
mature market economies, achieving this requires a culture change in the mission of HE institutions in
Poland and in the career incentives and criteria by which academic staff are assessed. This applies to
leading edge resezhers in institutions of national excellence as well as in regional universities, where the
knowledge transfer involved may be less advanced. Both organisations and individuals need to be
incentivisedto prioritise developing links with businesses, in ethboth national and regional policy
actors have a part to play.

Recommendations

e Clarify the relationship between national and regional authorities with respect to economic
development and entrepreneurship policy, to include the specification of thectiespe
responsibilities; establishing effective-oadination mechanisms; and actively promoting deeper
co-operation This should include reviewing the adequacy of existing legislation, particularly
with respect to the ability of the voivodships to impletdeir regional development strategies.
This might be facilitated if existing national regulations were broadened to include types of
measure, to enable the voivodships to have a greater degree of flexibility.

e |t is essential that effective @rdination mechanisms are established foraalinating national
and regional level policies, operationally as well as strategicdllyis should include the MoE,
MRD, PAED, the MOs and other stakeholders. Strengtheningpecation between the
MoE/PAED and the Malslls offices is a high priority, although it is important that this involves
more than an exchange of documents. A short term focus on specific fields of common need
would seem to be a good way of facilitating improved dialogue, focused on joint intmdsts
specific needs. It is recommended that thisoperation is initially focused on the following
areas:

— Improving the evidence base for policy makiAgrask Force for cordinating and sharing
regional and national data on entrepreneurship would Iberwfit to policy actors at both
levels. This should include comprehensive analgsiegional variations in the nature and
extent ofentrepreneurship development in the country, based on a combination of statistical
and other data systematically gatheaed analysed at the regional level.

—  Strengthening the capacity of the MOs for formulating and delivering p@iteps to build
the capacity of the MOs through the provision of training programmes for economic
development staff are needed if a professibreconomic development officers is to be
developed in the country. A common training need exists for staff which could be addressed
by creating a professional Institute and/or vocational training courses for economic
development professionals. These dtiobe nationally accredited to facilitate the job
mobility and career development of staff.
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— A leadership programmeA pr ogr amme of |l eadersoé6 wor ksh
regional politicians could contribute to raising the profile of entrepreneurshigy @il the
voivodshiplevel, by increasing the knowledge of political leaders of the key policy issues.

— Exchange of policy practice and experienCeeate a forum involving the MoE, PAED and
the voivodshipsto identify and exchange good entrepreneurstalicy practice and the
lessons that can be learned from this.

Box 4. Learning model:
Combining national branding with locally delivered business support - Business Link (UK)

Description of the Approach

Business Link is the English business support service, making up a network that covers the entire country,
although separate arrangements apply in Scotland, Wales and Northern Ireland. Business Link provides free business
advice and support services, which are available online and through local advisers. Online access to information is
provided through a single national portal (www.businesslink.gov.uk/). This contains a self help tool for new business
start-ups and SMEs to access information, with links to all relevant ministries and departments. By entering a postcode
into the national Business Link portal, enquirers may find out about the specific help available within their region and
request a call from the local Business Link. Whilst information is freely available to enquirers, more intensive support
from business advisers is available through their local Business Link.

Business Link is a service brand, which describes the services that government wishes to see delivered under
the brand. The current Business Link service offer focuses on the nationally agreed Information, Diagnosis and
Brokerage (IDB) model. The information aspect provides non-competitive access to all information that is relevant to
any business on the basis of need; thereby demonstrating a single gateway approach to business support. Diagnosis
examines customer needs as a precursor to Business Link brokering external expertise to actually provide the
services. Brokerage is an attempt to move away from a 6 o siee-fits-al | 6 appr oach. I n a br
the business adviser is to assess needs and direct the client to those sources of advice best able to fulfil that need.
The IDB model changed the role of the business adviser within Business Links.

Previously Business Links offered a range of services including specialist advice and the delivery of some
schemes, which some businesses found confusing. Under the IDB model, Business Link is no longer involved in
delivery. Differences have emerged between Business Links particularly over the extent to which the brokered
relationship is managed. As a client moves from the information to the brokerage they shift from being lightly assisted
to intensively assisted.

The new Department of Business, Innovation and Skills (BIS)23 is the owner of the Business Link brand and
continues to be ultimately responsible for how it is used. As a government branded service, Business Link is able to
demonstrate impartiality, putting customers in touch with the most appropriate sources of assistance. The IDB model
that was introduced in 2004 represents an attempt to remove the conflict of interest that can result from the provision of
information and guidance being linked to the delivery of business support itself. The introduction of the IDB model
changed the role of business advisers in Business Link, by separating out the delivery of business support to third
party providers from the provision of information, impartial advice and signposting.

Following a series of regional pilots, in April 2005 the management of Business Link Operators (BLOs) was
devolved to the RDAs, who are responsible for contracting with the BLOs. Devolving Business Link services to the
regions was intended to offer a service that is more responsive to local needs and RDAs were tasked with tailoring
business support to the key challenges of local areas® (HM Treasury, 2004). The Regional Development Agencies
select and manage Business Link service providers (Business Link Operators), on behalf of (BIS).

The contracts issued by the RDAs are for the delivery of business support under the Business Link brand to both
existing businesses and individuals wishing to start new businesses within the regions. In some regions, this involves a
single BLO operating branches in different localities; in other regions, more than one BLO is involved. Support is
offered on a reactive basis to all those requesting it. Proactive support is targeted at specific groups who may offer a
higher return on investment in terms of contribution to the growth of the regional economy. Proactive support may also
be targeted towards certain under-represented groups or geographic areas. In addition to the core IDB service, the
RDA may wish to include other business service provision in the contract with BLOs, funded from non-core budgets.
Central government sets targets for each region, based on market penetration (number of customers helped); the
number of intensively assisted clients; and customer satisfaction. In terms of national c-ordination, the Business Link
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Strategy Board contains representatives of both BIS and the RDAs

BIS provides approximately £150m a year to the regions for Business Link services, although the RDAs may
draw on additional sources of support (including EU funding in some cases) to meet local needs. This means that the
range of services offered will vary between regions. The national element includes a national website
(businesslink.gov.uk) which brings together support from more than 40 government departments and agencies. There
is also a national telephone helpline, which will connect businesses to Business Link advisers in their local area.

Rationale for Policy Intervention

The rationale for providing public funding to Business Link is based on a combination of demand and supply-side
failure in the market for business information and advice. On the demand side, this reflects information asymmetry,
associated with confusion in the minds of small business owners about where to go to access business support. On
the supply side it reflects a lack of co-ordination of business support providers resulting in a duplication of services. As
a result, part of the rationale for developing Business Link is help SMEs navigate their way through the mass of
support available.

Evidence shows that businesses that use business support tend to perform better than those that do not, but
across the whole business population take up of business support remains low. Smaller businesses find it difficult to
assess the benefits of well-tailored advice and support without experiencing it, therefore, they under value it. This
under utilisation can have implications on the business or entrepreneur; by missing out on advice that leads to them
having a better chance of starting up or failing to exploit their growth po'[ential.25

Impact and Available Evaluation Evidence

BIS report a rapidly increasing customer base for Business Link, with 792,000 customers in 2006/7, of which
610,000 were existing businesses. Approximately 10% received intensive assistance and customer satisfaction was
reported to be 91%. There were 8.3m visitors to the national Website over a 12 month period. Awareness of the brand
was reported to be 25% unprompted and 55% promptedze.

The most recent national evaluation of Business Link was published in 2007’ This foll owed
money6 study of Business Link that reported in 1998 4
was based on n assessment of the impact of Business Link Local Services on those businesses that received
assistance in the 6 month period between April and September 2003 and its impact over the subsequent period to
May/June 2005. Econometric modelling showed that, allowing for additionality, there was a significant positive effect of
intensive Business Link assistance on employment growth, since the employment growth rate of clients increased by
2.4 per cent. The overall impact on the economy of Business Link interventions was estimated to generate between
£697 and £753m of additional value-added per annum, compared to a cost of Business Link interventions of
approximately £150m for the period April to September 2003.

Strengths

The Business Link system has evolved considerably since it was launched in 1992, offering a national network of
local business advice centres. Various adjustments have been made over the years, linked to a series of evaluation
studies and policy learning. Four specific strengths are highlighted here, as being particularly relevant to the current
study:

1. Business Link is a national network which makes it easier to promote and establish a national brand. The
national brand is now widely recognised across the country, with growing market penetration

2. The decentralisation of responsibility for managing Business Link Operators (BLOs) to the RDAs28 enables
the support provided to existing and potential business owners to be responsive to local and regional needs. It
also allows performance targets to vary between regions according to local conditions.

3. The reporting requirements that are part of the contractual arrangements between the BLOs and RDAs
provide a mechanism for performance monitoring. The reporting requirements placed on the RDAs by BIS
provide a mechanism for maintaining quality control across the country.

4. Value for money estimates based on robust evaluation methodologies show that for every £1 of public money
spent (from all public sources) generates o £2.26 of value for the economy.

Weaknesses

Various criticisms have been made of the Business Link system at different stages of its development, although
adjustments have been made to remove some of them. Nevertheless, they are important potential learning points for
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countries interested in learning from the Business Link model. Five weaknesses are identified here:

1. There are low penetration levels of certain target groups, including women® and members of ethnic
minorities®. However, penetration levels among these groups are now part of the targets and reporting
process, which means that BLOs need to take steps to ensure that are met.

2. Prior to the introduction of the IDB model, referral to non-public agents was limited®". This led to the criticism
that public money may crowd out market based provision of business advice.

3. Earlier targets for raising fee income from clients proved unrealistic, contributing to a distortion of both client
and adviser behaviour. This aspect has now been modified by providing core services free of charge.

4. The difficulty of recruiting sufficient high quality advisers reduced the effectiveness of the public system in the
early days. It also contributed to considerable variation in performance between BLOs.

5. The initial model of Business Link introduced in the 1990s was based on partnership between existing local
suppliers of business support (e.g. Chambers of Commerce, enterprise agencies). At this time, Business
Links were founded to encourage more collaboration amongst organisations that in some cases were
competing with each other, in response to the charge of business support being like a patchwork quilt. In
practice, such collaborative arrangements proved difficult to operate effectively, contributing to variable
performance. In 1999, the number of Business Links was reduced to 45, each operating as a local franchise
contracting with the national Small Business Service. The role of business advisers started to emphasise
referral rather than direct help and there was reduced emphasis on the generation of fee income.

Considerations for Successful Adoption in Poland

One of the weaknesses identified in the evolving business support system in Poland is its fragmentation, which is
likely to be excerbated unless there is a high level of co-ordination between national and regional provision. The
Business Link model is an example of a national approach to business support, with national branding and quality
control, which is also sensitive to local needs. The principle of a single gateway for entrepreneurs (both potential and
existing entrepreneurs) to access business services helps to reduce the uncertainty in the minds of entrepreneurs
about where to go to access support. In addition, the brokerage system offers a means of publicly funded business
support contributing to rather than crowding out the development of local markets for business information and advice.

Contact Details and Website for Further Information

For further information about the help available to businesses, see http://www.businesslink.gov.uk

¢ Reintroduce a written entrepreneiip strategy document and encourage all regions to do the

same This should involve linking strategy to action plans to agreed targets, which are discussed
and negotiated between national and regional governments and other key stakeholders Policy
documens which are consulted on, published and implemented are more transparent than
burying entrepreneurship ad SME support in various policies and programmes. The development
of a new entrepreneurship policy should complement the new National Regional Developme
Strategy.

Establish a champion for small business within government along the lines of the Office of
Advocacy in the USA, with Regional Advocaldss could be used to give greater impetus to the
current Project Sigma, enabling it to be effectivelylegal at the regional awell as at the
national level.
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Box 5. Learning model:
Establishing an independent voice for small business at the national and regional levels- office of advocacy
(USA)

Description of the Approach

The US Of fice of Advocacy seeks to be an o6effective
arm of go % énrothen evordspit is an independent voice for small businesses inside government in the
formulation of public policy. The Office of Advocacy is directed by the Chief Counsel who is appointed by the President
and confirmed by the US Senate.

The statutory mission of the Office of Advocacy is to provide its stakeholders with the best possible economic
research, regulatory advocacy and advice on small business issues. Core duties relate to economic research, the
representation of small business interests to government agencies and communication with stakeholders. The Office
seeks to provide an informed view on small business issues to small business owners (e.g. on regulatory issues), to
researchers (e.g. about the demographics and characteristics of small firms) and to policy makers (e.g. on the
contribution and needs of small businesses).

The establishment of the Office of Advocacy in 1976 recognised the importance of small businesses to the
economy on the part of the US government, representing one of the pillars of their policy approach. The Office was
created within the Small Business Administration to inform policy makers of the contributions of small businesses to
the economy and to represent them within the federal rulemaking processes. Since preserving competition and
discouraging anti-competitive practices or barriers to small business development is central to the policy approach in
the US, the regulatory environment is a key focus for

A key influence on the mission and activities of the Office of Advocacy in recent years has been the Regulatory
Flexibility Act (RFA), passed in 1980 and emerging as one of the regulatory reform recommendations from the White
House Conference on Small Business in the same year. This was the law that established the principle that
government agencies must consider the effects of their regulatory actions on small entities and where possible mitigate
them. The Office of Adequacy has been closely involved with the regulatory review process required by this Act, with
the task of reporting annually to the President and to Congress on agency compliance with the RFA.

The process was strengthened in the 1980s with the Small Business Regulatory Enforcement Fairness Act,
which provided for judicial review based on RFA compliance thereby setting in place an enforcement mechanism. In
addition, provision was made for small businesses to be consulted early on the effects of the proposals of government
agencies, as well as for the establishment of a review panel which includes Office of Advocacy representation. This
panel process has institutionalised intervention and constructive engagement early in the regulatory process to protect
the interests of small businesses.

Since the enactment of the RFA in 1980, the approach of the Office of Advocacy has been to work with
government regulatory agencies to develop a regulatory culture that internalises the purposes of the RFA. The aim is
to show rule makers the effects of their proposals on small businesses, in order that regulations may be improved, by
reducing compliance costs to small entities and to the economy as a whole, as well as improving compliance with such
rules.

In order to fulfil its role effectively across the country, the Office of Advocacy is supported by a network of
Regional Advocates, as well as a Head Office in Washington. Use of this regional network explicitly recognises the
diversity of small businesses distributed across the country and the importance of the national Office having regional
eyes and ears. The Office of Regional Affairs is the
mission at the regional, state, and local levels. The regional team has twelve positions, including its director and a
regulatory and legislative counsel in Washington, D.C. and ten regional advocates, located in the ten geographic
regions of the US Small Business Administration (SBA), each of which contains a number of states. Each Regional
Advocate promotes and champions the interests of small business in their area, working cooperatively with regional,
state and local business organizations and trade associations; legislative bodies; and other stakeholders.

Rationale for Policy Intervention

Intervention designed to develop an independent voice for small business inside government may be justified on
the basis of creating a level playing field with regard to representing the interests and lobbying on behalf of businesses
to government. This particularly applies with respect to the effects of legislation and regulations by government and its
agencies on small businesses, since regulations may impact differentially on businesses of different sizes because of
the effects of compliance costs. In view of the important role of small businesses to the economy, there are potential

51




welfare gains to the economy as whole, as well as to individual businesses, of taking steps to ensure that small firms
are not (inadvertently disadvantaged) as a result of compliance costs. It may be argued that reducing the regulatory
burden on small firms frees resources that business owners can then allocate to more productive activities.

The principle of regulatory flexibility, which is embedded in the US approach, implies that administrative rules and
laws are developed to match the regulated when in the public interest to do so. The argument is that one set of rules is
not always the most efficient and effective means to achieve regulatory objectives. Alternatives applied to portions of
the (potentially) regulated can yield socially superior results. In other words, reducing the regulatory burden for small
business by applying alternative sets of rules is not necessarily a zero-sum game33.

Having an independent voice within government is also justified by the need to adopt an interdepartmental
perspective to entrepreneurship policy because of the large number of government departments and agencies that are
involved in legislation and regulations that can affect businesses. The regional team is responsible for carrying the
Of fice of Advocacyb6s message to | awmakers and other s
because the federal government is not the only source of burdensome regulations and paperwork, since both state and
local governments also contribute their share. As a result, one of the most important missions of the regional team is to
help state and local leaders address the issue of overly burdensome regulations imposed by those levels of
government.

Impact and Available Evaluation Evidence

Surprisingly perhaps, there has been little evaluation of the Office of Advocacy per se. Most of the evaluation that
has taken place has focused on two programs with which the Office has been involved, namely the Regulatory
Flexibility Act and the Small Business Innovation and Research program. At the same time, the longevity of the Office
of Administration over more than 20 years is an indication that successive US governments have valued its role. In
addition, its budget needs to be annually approved by Congress, as part of the budget for the Small Business
Administration. The Congressional Submission and Annual Perffor mance Report summari zes
we l | as describing the SBAO®&Gs achievements artardties don anhall
businesses. SBA6s performance budget is conceived and Edommim
Agenda, his Small Business Agenda, and his Management Agenda. The report contains detailed budget tables as well
as information about various SBA programs, including resource requirements for programs, activities and initiatives. It
is reasonable to assume that if the activities of the Office of Advocacy were not offering value for money, it would not
have lasted for 20 years.

Referring specifically to the RFA, Dennis® states that the general absence of numbers creates a significant
evaluation problem. In 1998, 18 years after RFA became law, Advocacy began to publish cost savings generated by its
f or mal interventions. These data are currently publis
on-going savings generated each year. Advocacy credits its interventions with saving small businesses $58.4 billion in
first year costs and $19.9 billion in recurring costs over the 2002-6 period, in 68 separate actions®. These direct,
visible savings translate into approximately $5000 a year for every small employer, which Dennis assesses is almost
certainly an underestimate. Dennis also suggests that since small business advocates, including small business-
oriented trade associations, vigorously support the RFA, this support would be unlikely if it were not helpful to small
businesses.

Strengths

e The Office of Advocacy approach offers a powerful voice for small business at the heart of government,
accountable to the President and to Congr ersestreguatoh
and legislation on small businesses. By placing it outside the departmental structure, this gives it a degree of
independence to counter the territoriality of government departments that is common.

e The existence and effective operation of the Office of Advocacy is an indication to all government departments
and agencies and key stakeholders that government takes the contribution and interests of small business
seriously.

e Evidence of policy learning by making adjustments designed to strengthen the process of regulatory
monitoring when it became evident there was a need for stronger legislative teeth.

e The regional dimension to the activities of Office of Advocacy is potentially important in a Polish context, in
view of the limited capacity of business associations and membership organisations to lobby on behalf of
small businesses at the regional and local levels. This is necessary in order to review the effects of
regulations under the power of the voivodships, as well as the effects of implementing national regulations at
a local level.

52




Weaknesses

Whilst the Office of Advocacy is tasked with offering an independent voice for small businesses within
government, it may be difficult to persuade entrepreneurs and their representatives that it is independent of
government. At the same time, no documentary evidence has been found to support this in the US. The issue is
perhaps dependent on such an Office demonstrating its worth at an early stage through tangible results.

Considerations for Successful Adoption in Poland

The

entrepreneurship policy in Poland, both nationally and at a regional level. Fundamentally, the approach offers a means
of promoting and protecting the interests of small businesses across government departments and at different levels of
government (i.e. national and sub-national). The introduction of such an Office in Poland would provide a co-ordinating
mechanism to effectively the deliver the current emphasis on a horizontal approach to policy. The research function
offers a means of improving the quality of the evidence base for policy making at both the national levels.

Moreover, given the priority need to improve co-operation and co-ordination of national and regional government
in Poland,
brokering the co-operation and co-ordination required. The emphasis on minimising the costs of regulatory compliance

fits

activities is of particular note in a Polish context, since it is at the regional level where many national regulations are
applied and where regulations under the control of regional authorities need to be monitored.

The

because of the limited capacity of business associations and membership organisations to lobby on behalf of small
businesses at the regional and local levels. This is necessary in order to review the effects of regulations under the
power of the voivodships, as well as the effects of implementing national regulations at a local level.

The
regulatory

organisations of entrepreneurs, the activities of a similar Office in Poland could help to build the capacity of these
organisations, particularly at the regional level.

Contact Details and Website for Further Information

For further information, see http://www.sba.gov/advo. A review of the activities of the office of Advocacy may be

found
Website.

Office of Advocacy model incorporates a number of dimensions that could contribute to improving

an independent body within government, reporting to the Prime Minister could provide the means of

with the current policy emphasis in Poland on re

regional dimension to the activities of Office of Advocacy is also potentially important in a Polish context

Office of Advocacy approach institutionalises intervention and constructive engagement early in the
process in order to protect the interests of small businesses. By working closely with representative

in 6Background Paper -28608b6geg Oftfober o20@8yowhicgh

The national ad regional business support systems need to be better integrated with improved
customer orientationThis particularly applies to the relationship between national KSU and
regional consulting points where-oodination of provision would appear essenfighe network

is to be easily understood by and accessible to SMEs. The principle ebt@w8hops and

Single Windows should be applied to access to business services for all types of SMEs, and not
just startups. This process would be helped considgrablthere were joint branding of
nationally and regionally funded business support services. It is important that the system appears
coherent to business users as well s service providers.

Establish a Task Force to include the MoE, PAED, the voivodsNipBE, the Polish Financial
Supervision Authority, representatives of the Loan and Guarantee Fund Associations and the
banks to examine ways of strengthening thelvank financial system for entrepreneufite

aim should be to include all the main stakekoddn order to make the system as comprehensive
as possible. Loan and loan guarantee funds are potentisfdooegional development, which
could be enhanced by combining national and regional resources. Effectivalimation
between the national amégional levels is essential, not least because the provision of some
types of finance (venture capital funds) can benefit from economies of scale.
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e Take steps to improve the -oddination of the implementation of the RIS with national
innovation policy A variety of government bodies are involved in promoting and supporting

i nnovati on, recognising the need to i mprove F
that these activities are well @or di nat ed and appear i ntegr at
perspective.

e Establish a national forum for entrepreneurship development in rural afgds could take the
form of a national centre of excellence in this field to exchange good policy practice and an
attempt to ceordinate efforts to promote rural egpreneurship in different regions. addition
to MRD, MoE, PAED and the five MOs, this should include the Ministry of Agriculture who
have responsibility for development in settlements of <5000. Relevant experience in rural parts of
other former socialtssconomies (e.g. East Germahys potentially useful in this regard.

e Actively promote the role of HE institutions in promoting and supporting entrepreneurship and
regional developmenOne approach for achieving this involves establishing a nationaltéund
promote HEbusiness linkages, which is accessed through a process of competitive bidding by
local consortia including HE institutions, entrepreneurs and other local stakeholders are invited to
bid for funds. The UK Higher Education Innovation Fund (FE$ a good model for this.

Box 6. Learning model:
Promoting collaboration between business and higher education i The Higher Education Innovation Fund
(HEIF) (UK)

Description of the Approach

The Higher Education Innovation Fund (HEIF) is designed to support and develop a broad range of knowledge
exchange activities, which result in economic and social benefit to the UK economy. It was created in 1999 to help
higher education institutions work with businesses, as well as with public sector and community partners. HEIF is a
partnership between the Higher Education Funding Council (HEFCE) and the Department of Business Innovation and
Skills*’. HEIF is one of a number of government schemes designed to make universities more valuable partners for
businesses. Others include the University Challenge Fund to provide universities with seed funds; and Science
Enterprise Centres to teach entrepreneurial skills to undergraduate and graduate students.

The aim is to contribute to break i ng down an o6ivory towero6 ment al
encouraging universities and colleges to engage with and be responsive to the needs of the economy and the society.
The Fund is allocated on the basis of a formula based on an institut i on6s past business in
individual strategies created by each university or college.

The HEIF began in 2001, with the first invitation for proposals. Higher education institutions were invited to bid for
funding to support activities that would increase their capability to respond to the needs of businesses and other bodies
in the wider community, where it would lead to identifiable economic benefits.

In the first round, 89 awards totaling more than £77 million were confirmed. Funding for a second round of HEIF
(HEIF 2) was announced in 2003. 124 awards totaling £186 million were made for 2004-05 and 2004-05, of which 46
were collaborations between more than one HE institutions. Around £16 million of funding went to support a network of
22 Centres for Knowledge Exchange (CKE). These CKEs are innovative partnerships aimed at developing good
practice in knowledge exchange between institutions and businesses and within a specific locality, region or sector,
thereby fulfilling a commitment in the White Paper 'The Future of Higher Education'. Each CKE receives an award up
to a maximum of £500,000 per year for five years (2004-2009). The 22 CKEs together form a network that exchanges
good practice, seeks to provide complementarity across the range of activities, and holds regular conferences.

In 2005, HEIs were invited to apply for funds under HEIF 3, for the period 2006-08. Total funding available was
£238 million. Previously, HEIF funding had been awarded to proposed projects based on a competitive bidding
process, but in HEIF 3, three-quarters of the funding was allocated by formula, based on data from the Higher
Education Statistics Agency (HESA) and the HE-business and community interaction survey. The latter is an annual
survey managed by HEFCE to inform the strategic direction of third stream action undertaken by funding bodies and
higher education institutions (HEIs) in the UK.
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The first HE-business and community interaction survey was published in 2001 providing data for the academic
year 1999-2000. The surveys collect financial and output data by academic year. Results are summarised in the
annual survey reports which provide information on a range of activities, including the commercialisation of new
knowledge, the delivery of professional training, consultancy and services, and other activities intended to have direct
social benefits. These data provide invaluable intelligence for knowledge exchange practitioners and policy makers.
The reports also provide an annual in-depth commentary on the extent of, and trends in, knowledge exchange activity
in the UK.

All HEFCE-funded HEIs received an allocation of funding on condition that they submit a plan setting out how
they would use the funding to support knowledge transfer activities. The rest of the funding under HEIF 3 was allocated
through a competition intended to fund innovative projects of significant scale and impact. Eleven projects were
awarded funding through the competition. They were all large-scale collaborative initiatives including several HEIls, and
external partners from business and community organisations. In addition, £16 million of HEIF 3 was awarded as
continuation funding for the 22 Centres for Knowledge Exchange which were initiated in 2004 under HEIF 2.

The latest round of HEIF funding (HEIF 4) comprises £396m to support university strategies for business and
community engagement during the period 2008-2011.

Rationale for Policy Intervention

Effective collaboration between business and higher education institutions offers social welfare gains through

contributing to improved innovative performadcecadofuni
collaborating with large firms in leading edge research, spinouts in terms of new enterprises but also so-called
6busifnaecsisngd universities collaborating with SMEs in

absence of intervention, collaboration levels are low because of a combination of demand and supply side failure.

Key issues relate to a lack of understanding of the needs of SMEs with respect to knowledge transfer on the part
of academic staff and a bureaucratic culture within universities that tends to favour fewer links with larger enterprises
than a series of collaborations with SMEs. Other barriers on the supply side include the variable quality of technology
transfer offices. Most universities run their own technology transfer operations, but only a few have a strong enough
research base to be able to build high-quality offices on their own. In this context, the Lambert Review® recommended
that the Government should use third stream funding to encourage the development of shared services in technology
transfer on a regional basis. On the demand side, the Lambert Review stressed the need for business owners to
recognise the role of research and innovation. On the business side, the weakness in terms of research intensity and
innovation was said to lie particularly in mature industries; the picture looking brighter when it comes to new industries
and services, such as biotechnology or the creative sectors.

Impact and Available Evaluation Evidence

In announcing the distribution of HEIF 4 funding, the Higher Education Funding Council (HEFCE) highlighted the
significant progress which the higher education sector has made in the UK in supporting economic and social
development, assisted by HEIF funding. It referred to:

e Universities and colleges increasingly being a source of knowledge and expertise for a wide range of
economic and social activities. Sectors mentioned as benefiting included: creative and cultural; energy and
environment; health; advanced engineering; and financial services; as well as charities and community
organisations and the wider community.

e |Institutions developing a wide variety of offers to business, reflecting their own diverse missions. This
'knowledge exchange' or 'knowledge transfer' activity includes consultancy, educational courses tailored to
employers' needs and community-based projects. In 79% of higher education institutions (HEIs), working with
businesses and the community is fully integrated into their mission; and in the rest, integration has begun.

e Universities and colleges are taking up the challenge set by the Sainsbury Review of Science and Innovation®®
of working with small to medium-sized enterprises (SMESs): 83% plan to offer their services to SMEs

HEFCE is working with the Cambridge-MIT partnership programme to support a series of seminars on new
approaches to assessing the value created by HE in businesses, public services and the community and cultural
sectors. These events will showcase good practices from universities and colleges, both in the UK and overseas, and
with the private and public sectors

The Higher Education - Business and Community Interaction Surveys show a considerable increase in interaction
between higher education institutions and business and other organizations over time. For example the seventh survey
published in 2008 showed that UK HEls received £2.64 billion from business and community interaction in 2006-07,
representing a rise of 17% since the previous survey in 2005-6. This included a 12% increase in collaborative research
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income (to £669m); a 19% increase in consultancy income (to £288m) and a 10% increase in the number of spin-off
businesses, with some HEI ownership, which are more than 3 years old. Spending on knowledge and services is
roughly equal between the commercial and non-commercial sectors. The report concluded that the position of HEls as
drivers of the UK economy is becoming increasingly embedded.*’

Strengths

e The principle of competitive bidding that was emphasised initially encourages universities and other local
actors to co-operate in preparing proposals, which can have longer term benefits in terms of building social
capital, even if the initial funding application is unsuccessful. Local network activity between stakeholders can
lead to further co-operation.

e The use of financial incentives from central government to encourage the formation of local partnerships
involving higher educati on i-forptriotfuttisdn s eaxrntd rtsh e olm
objective of encouraging i nnbotantuipaddn paamrd ntelres hpg rpo rbaat

e The programme has been subject to regular reviews of lessons learned which have fed into subsequent
rounds of HEIF funding. As a result, the priority funding targets have evolved over time.

Weaknesses

e As with any programme with limited term funding, beneficiaries find it difficult to plan for the medium and
longer term if continuity of funding is uncertain. A lack of certainty over funding tends to be associated with
short term contracts for staff.

e The projects supported by HEIF lack real embeddedness in some institutions. The Sainsbury review
suggested this might be addressed by new positions in university departments that are of equal status to
academic positions and are embedded in that community (rather than in a separate office). One successful
example of this approach is the Principal Scientist role at Massachusetts Institute of Technology (MIT). These
are individuals who have both academic and industrial credibility and typically appear to industry as practical
academics. They take responsibility for much industry-facing work, enabling the tenured faculty to pursue
their research and teaching.

e Most academics are still rewarded more for research output than for its application, suggesting the culture
within the scientific community is low to change.

Considerations for Successful Adoption in Poland

Improving co-operation between higher education institutions and businesses is a national priority in Poland as
part of an attempt to improve the innovative performance of the Polish economy, through increasing the use of
scientific outcomes in the economy. Raising the innovative performance of SMEs in Poland is a particular priority. A

scheme based on the HEIF would provide a mechanism for contributing to this objective, combining a national a policy
priority with local/regional initiative.

Contact Details and Website for Further Information

For further information, see http://www.hefce.ac.uk/econsoc/buscom/heif/
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CHAPTER 4

CO-ORDINATION AT THE RE GIONAL LEVEL

Introduction

As part of the review of the regional dimensions of entrepreneurship and SME policy in Poland, this
section provides analysis of: i) the vertical-aralination between the regional and aaél levels of
government; ii) the horizontal emrdination between the regional government and other institutions at the
regional level; iii) the appropriateness of regional support for regional needs. Entrepreneurship and SME
policy operates within a ctext of multilevel and multiagent governance involving a range of institutions
from the state, social partners and civil society working across a range of spatial levels including the supra
national, national, regional, subgional and local. This secti is focused upon looking up at the-co
ordination between the regional and national levels and is complementary to the section 3 that looked
down from the national level to the regions.

Regional Coordination with the National Level

The task of regionalral national policy design and delivery-aadination has become more complex
and challenging in the context of mtlitivel and multiagent governance. Vertical -codination between
institutions at different levelé including the supraational, nationaliegional, county and loc&laims to
i mprove effectiveness and efficiency by ruepddu)ci ng
policy design and delivery. In a mulével governance system, however, verticaloodination can be
more complg, difficult and time consuming because of the different institutions and interests involved. It
can create a lack of clarity about where the loci of decisiaking authority and responsibility reside and
it can raise difficult questions about the appraigr spatial level for the design and delivery of specific
types of policy. Multiagent governance provides the potential for more open and inclusive systems for co
ordinating policy design and del i verypasi$tabuiddl vi ng
co-operation, partnership and trust through participation and dialogue to tackle issues that cut across
institutional and spatial boundaries. Involving multiple actors can also create complexities and lengthen the
process of policy designnd delivery as well as pose difficult questions about the balance between
efficiency and the extent of inclusion of actors in institutional arrangements.

At the national level, the current approach in Poland is marked by a transition from sectoral to
horizontal policy where entrepreneurship and SME policy are no longer considered separately and are now
seen as embedded across policy domains at the nationaf.|®esponsibility for entrepreneurship and
SME policy issues are now divided across several matigovernment Ministries including Economy,
Regional Development, Science and Higher Education and Labour and Social Affairs. A dedicated
institution1 the Polish Agency for Enterprise Development (PAERKts as the main eardination body
for the entrereneurship and SME policy initiatives of the national Ministry of Economy. At the regional
level, decentralisation and devolved institutional structures have been in place at the regioodsH{ip
level across Poland since 1999. Further institutidieas exist at the countyp¢wia) and local sel
governmentgmina3 | evel s. Regi onal Mar shall 6s Offices pr e
development objectives, some of which encompass entrepreneurship and SME issues, but are mainly
focused upon the delegated tasks of education, health, tourism and transport. The entrepreneurship support
system is based upon -operation between the PAED at the national level, the Regional Financing
Institutions at thevoivodshiplevel and the direct saoe providers at the regional and local leffels
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Alongside the shift to a horizontal policy approach at the national level, comprehensive and detailed
regional development planning has been introduced in Poland through the mechanisms of European Union
Structural Funds. Together with the Strategy for Country Development {2005), the National Strategic
Reference Framework (20@D13) has been developed with thematic Operational Programmes
administered by a dedicated national Ministry of Regional DevelopnMany of the EU programmes
connect and overlap with entrepreneurship and SME policy areas, for example in the national Innovative
Economy Operational Programme.

Some good practice is evident in connecting the national and regional levels of policthavith
potential positively to impact upon entrepreneurship and SME development. While focused upon
international scientific excellence, the Ministry for Science and Higher Education is beginning to make the
links between innovation systems at the natiomal eegional levels. For example, it has recognised
specialised R&D activities linked to particular industrial specialisations in particular regions and, through
the more geographically decentralised hiaeeasr edu
seeking to better connect the regional science and innovation base with specific regional development
needs via commercialisation, sgints and entrepreneurship education. Some of the Technology Park
initiatives also demonstrate effective regibnational coordination and the mobilisation of local business
and state actors, for example the Jagiellonian Centre of Innovatidrakdw which specialises in life
sciences and includes the Polish Biotechnology Platform and Jagiellonian Centre oDBvegigpment
and the Science and Technology Park in Poznan which focuses upon academic entrepreneurship
incubation, startip capital and technology transfer.

The current policy approach to regionalamwlination with the national level contains a number of
areas for improvement:

Clarity and coeordination in the nationategional relationship An unclear division of responsibilities
between the different geographical levels and institutions appears to be hamperingtti@atomn of
policy design and delivg®. The national l evel Mi nistry of E
entrepreneurship is legislative simplification and regulatory reform and the shift to the horizontal approach
for economic and industrial policy has meant the last production of a specifepreneurship and SME
policy was in 2006. At the national level, concerns exist about the potential overlap with the regional
level, the lack of operational level-wodination and the uneven capacity of regional institutions. However,
in terms of rgional ceordination with the national, there is a lack of hierarchy and no clear locus of
political authority between levels. There is the absence of a clear sense of what the right balance might be
between what policy is designed and delivered at whaéeklland by which institutions. This issue is
recognised at the national level and attempts have been made at resolution through the establishment of
6demarcation | inesd between different instituti ol
been active through the Monitoring Committees for the Regional Operational Programmes, influencing
selection criteria and project selection, and consulting closely with the regions on the delivery of the
Human Capital Operational Programme. The national difies are trying to identify what is best
provided from the national level, for example Technology Parks because of their need for advanced
connections between the national and regional innovation systems and seed capital funds because of their
need for sale and critical mass. And the national level is trying to ascertain what is best provided from the
regional level, for example Industrial Parks because of the lower level and less sophisticated nature of the
task of providing business accommodation. @itlee varying capacities and needs of different regions,
this relationship and eordination issue between the national centre and regions is complex and needs to
find a clearer relationship and means ofocdination to avoid constraining the innovatid@arning and
capacity building opportunities at the regional level.

Strong influence upon the national policy framework and regional activities by EU Structural Funds:
In the context of its recent accession in 2004, the framework for national policynfakiegonomic
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development in Poland is focused upon EU Structural Funds. The national imperative to maximise the
utilisation and absorption of relatively high levels of EU funds during the programme periodl(200as
underpinned the rapid development afstrong national framework with relatively limited scope for
regional level engagement and ownership of operational programmes. With uneven opportunities and
limited time to participate in strategic deliberation and consensus building, regional leiatianst have

been unevenly consulted and become quickly mired in operational delivery and funds absorption issues in
the context of the National Strategic Reference Framework. Deeper engagement has been evident in the
preparation of the Human Capital Oagtonal Programme which was able more widely to consult with
regional institutions through working groups and conferences. While national Ministry of Economy
representatives sit on the Regional Monitoring Committees, their activity is focused upon mgnitori
Lisbon Agenda issues and regulating Regional Operational Programme progress rather than-wider co
ordination issues which are the responsibility of the Ministry for Regional Development. Regional
institutions struggle to utilise the available flexibégi to address particular regional needs because they
have to adjust and fit their programmes with the Ministry of Regional Development requirements and
available instruments in the National Framework.

Autonomy and resources for economic development a¢gii@nal level Established in the late 1990s
as part of devolution within the formerly centrally planned system after transition, the regional authorities
are still strongly constrained in their activities through the allocation of budgets from thefoespecific
delegated tasks (e.g. education, health, tourism, transport). While their strategic role is increasingly
recognised as important and increasing due to the elaboration of regional strategies and management of
increased flows of EU funffs no pecific budgets exist at the regional level for economic development,
except those elements earmarked as matched funding for EU projects within the Regional Operational
Programmes shaped by the National Framework. Despite having developed regionalanrsikattgies,
for example, regional authorities have no power to establish any regulations to implement and deliver the
strategies; any intervention has to be agreed and resourced by the national centre. Moreover, as
democratically accountable tiers ofjré o n a | government and in the cont
development as a pesansition economy, political cycles and leadership at the regional level have meant
that regional authorities have tended to focus available funding upon closing glagprovision of basic
infrastructure. Entrepreneurship, SMEs and innovation have typically not been policy priorities at the
regional level.

Proliferation and fragmentation of support institutiong1 the context of only a decade of
decentralised goveance at the regional level and strong flows of EU funds, Poland has experienced a high
rate of growth of support organisations foramation and enterprise (Figurg Fhe number of institutions
has more than doubled to 694 since 2001, establishingentties at different levels from the national to
the local. Almost half (47%) of the new organisations are involved in training and advisory activities with
the rest engaged in finance (22%), business incubation (16%), technology transfer (13%) atagtechno
parks (2%}°. This proliferation raises issues about overlap, duplication and whether the national centre is
able to keep pace with and work with regions teoadinate such growth in institutions and whether a
coherent business support system is emgripr entrepreneurs and SMEs at the regional level as a result.
Indeed, the national level is currently rolliogt their own new Regional Investment and Trade Centres
and their relationandeor di nati on wi th exi sti ng s€ensuliation Basntspr ov i
will require careful management. Within regions, numerous development agencies have been established at
the subregional and local levels often to address localised unemployment problems resulting from de
industrialisation and restrturing in the wake of transition. The difficulty of -@wdinating a growing
number of institutions at the regional l evel has
exampl e, the Regional Mar s hal | 6 sLowerfSilesi@ Agenbyaf@ e st &
Economic Ceoperation) to effect joint working and collaboration to consolidate activity indh@dship
to deliver regional authority objectives and provide flexibility for the deployment of regional authority
funds in the comixt of EU state aids rules on public procurement.
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Figure 3. Innovation and Enterprise Organisations, 1990-2007
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The areas for improvement in the current arrangements suggest several potential areas for the
improvement of regional eordination with the national level for entreprerghip and SME policy. These
include:

Strengthen the clarity and -@adination capacity of the nationadgional relationship: A more open
and transparent relationship between the national centre and the regions may help to support the dialogue
and negotiatin required to establish a clearer division of policy responsibilities and firmer basis for co
ordination between institutions working at the different levels. The growth of complexity amongst the
multiple institutions involved in regional development riegsi clarification and simplificatidh Rather
than either a togdown imposition or bottorup evolution, mechanisms need to be explored to encourage
and incentivise closer working relationships built on the recognition that both regional and national
objedives can be more effectively achieved through enhancemtdination and ceperation. Possible
ways forward might include broadening the remit and strengthening thadicwation tasks of the Inter
Ministerial Committee on regional development estabtishe ccordinate the National Strategic
Reference Framework, utilising the joint Commission on Government and@&&fnment to explore how
regional and national eordination might be improved, focusing upon entrepreneurship and SME policy as
a test caseand widening the brief and enhancing the resources of the regional EU Programme Monitoring
Committees to deliver strategic and-@alination roles. Principles for a more effective regiamational
relationship and cordination could be developed astpairthe new regional development policy currently
in preparation by the Ministry of Regional Development. In addition, current Ministry of Administration
work on decentralisation and 6édemarcation Il ines¢
government), devolved (regional government) and concurrent (shared) competences, tasks and
responsibilities for different levels of government. International evidence reveals that effective hational
regionalceor di nati on wor ks thrfdwgh oordmatioinouch @aeocadified o f 0s
norms and precedents) that are regionally uneven, evident and functional in some regions but not in others,
and O0har doordinationngsich @ad coddied principles and rules) that work more evenlgsacro
different regions and are more open and transpéarent
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Enhance the autonomy and resources for economic development at the regionai kavelem with
addressing the regionalat i on al relationship, t he enhanmode ment
resources for economic development and specifically entrepreneurship and SME support require
consideration. Whil e the Regional Mar shall 6s Of f
development strategies, institutional innovations shdadldexplored that respect both the regional and
nati onal authoritiesd powers and responsibilitie
provide for enhanced joint working, -@rdination and negotiated flexibility. Such mechanisms could be
estdlished between the national centre and the regions at a sufficiently high level to give recognition of
the regional voice at the centre and allow the centre influence over activities in the regions. This may be
achievable through the broadening of thepgcand resources of existing centegion contracts beyond
the cofinancing of education, health, tourism and transport more specifically to encompass economic
development tasks and to encourage and support greater priority for entrepreneurship andicyME po
the regional levél. Through such agreements, the national centre can respect and enhance regional
autonomy in ways that achieve both regioaatl national objectives. Reinstating a national policy for
entrepreneurship and SMEs would demonstrageirtiportance of this policy area for both national and
regional government and provide a framework for guidance for targeted programmes and interventions.
Similarly, the national central review of the alignment of regional development strategies andaRegion
Operational Programmes with the national development strategy can be undertaken in such a way that
values and complements regional autonomy and aspirations, involving regions in close dialogue with the
national centre. More outcormiented targets codlalso be agreed between the national centre and the
regions that specify ends (e.g. net growth in new business formation, increases in new business survival
rates) but do not prescribe overly detailed means of achieving such ends. Qotioresd targetshat
devolve responsibility for their achievement can encourage the building of trust and foundations of future
co-operation. International experience suggests jointly agreed targets owned by national Ministries and
between national Ministries and regibaathorities would also be worth considering for adaptation to the
Polish context. The aim would be tmcentivise integration and coperation to overcome the
fragmentation of ownership and responsibility for entrepreneurship and SME policy amongat sever
national Ministries, including Economy, Regional Development, Science and Higher Education and
Labour and Social Affairs. Shared targets may also provide a way to raise the importance and profile of the
Ministry of Regional Development in working witthé other larger and higher spending national
Ministries. Within the context of a clearer centegion relationship and division of responsibilities, the
relationships and joint working and-operation between the PAED and partner regional institutioys ma
also be further strengthened.

Build capacity at the regional and national levelRecognising the relatively early stage of
development of regional tier institutions in Poland, in operation for only a decade since 1999, the
magnitude of economic restiucing challenges in the wake of transition and the recent requirement for
regional governments to prepare regional strategies only since 2004, there is a clear need to build capacity
for policy design and delivery at the regional level. Strengthenin@lbiigy of regional institutions to
become effective partners in policy and improving national level understanding of regional issues are key
priorities for better regionatational ceordinationt®. This task is particularly pressing to use the current
EU funding environment to build policy experience and capability in Poland in preparation for the phasing
out of EU funds after 2013. Indeesl-anteandexpostevaluation of EU projects can provide a trigger to
build capacity and spread good practice at bWbehregional and national levels through enhancing the
work of the development observatories and evaluation units at the regional level. To enhance the focus on
entrepreneurship and SME policy too, the entrepreneurship departments at the regionabdefiattmer
support and preparation to improve their capacity and performance. At a national level, capacity needs
enhancing to enable policy design and delivery better to understand and address regional needs. Activities
may be considered to encouragerefessionalisatiof both national and regional economic development
policy staff to raise their profile, skills and commitment to economic development as a respected
occupation. Second, capacity building initiatives for regional level staff require gewehd, especially at

61



senior and strategic level, to build a cadre of leaders connecting the regional level to the national centre,
well versed in the need for @peration and cordination for effective policynaking and capable of
recognising and promaty the contribution of entrepreneurship and SME policy to regional and local
development. Secondment may provide a useful mechanism through which national civil servants are
temporarily posted to Regional M atiosshamd MVicé wersaotd f i c e
all ow sharing and the connecting of regional and
well as the establishment of contacts and mutual learning. Other information transmission and exchange
mechanisms, such asminar programmes and workshops, could also be explored to inform the national
centre of innovative and new ideas emanating bettpnfrom regional and local institutions and
potentially worthy of wider dissemination and utilisation in other regions andlities. Pilot and
demonstration projects for shared policy design and delivery could also be used to build networks, trust
and coeoperation between the national and regional 18%e@ritically important is the need for support

from the national centretensure that aaker regions with greater capacity building needs are not further
disadvantaged through such activity.

Box 7. Learning model:
Building capacity at the regional and national levels: Egan Skills Review and the Academy for Sustainable
Communities (UK)

Description of the approach

The Academy for Sustainable Communities (ASC) was established as a national centre of excellence specifically
to improve skills and knowledge and build capacity to deliver the UK Gover nment 6 s Sustai nah

The ASC6s aims were to provide a high profile nation
skills, establish a learning framework in partnership with local, regional and national training providers to increase
availability of generic skills, develop an informatio

activities were focused upon: i) young people to raise awareness and highlight career pathways; ii) professions to raise
skills and awareness; and, iii) communities to improve understanding, raise awareness and build engagement
capacity. The ASC had 20 staff and a budget of £5.5m annually. Following the creation of the Homes and Community
Agency, the ASC is currently undergoing integration and transformation into the Homes and Communities Academy.

Rationale for the policy intervention

The UK Governmentodés Sustainable Communities Plan ai
more sustainable ways to create places where people want to live and work now and in the future®. Government
concern at the lack of available skills to deliver this more integrated approach to territorial development led to the Egan
Review of Skills for Sustainable Communities. This review identified a number of skills shortages and lack of
understanding across the professions involved in territorial regeneration that was preventing effective and efficient
working. Problems included narrow and disciplinary-based approaches, fragmentation and lack of co-ordination and
inefficient utilisation of resources. In response, the Egan Review identified the need for a much wider range of generic
skills and capabilities that cut across disciplinary, organisational and professional boundaries, including: ability to
create a vision, leadership to achieve buy-in to the vision; communication; team working; project management; process
re-engineering; understanding sustainable development; effective financial management; understanding the
economics of development and the processes of local democracy; delegation and brokering skills between different
horizontal and vertical levels of government and other agencies . To progress this ambitious agenda and culture
change within the existing professions and institut i ons, t he Egan Skills Review c
for Sustainable Community Skillsd was required to en
environment professionals such as planners, architects and urban designers; decision makers and influencers in local,
regional and central government, developers and investors), introduce generic skills and cross-sector working for
associated occupations (e.g. police, education, health, business) and act as a new driving force and mechanism to
progress this agenda across the different occupations and their different training and accreditation processes. The
Government responded positively and the Academy for Sustainable Communities was established in 2005,

Impact and available evaluation evidence

There has been no overall evaluation of the Academy for Sustainable Communities. The Communities and Local
Government Select Committee report on planning skills noted that the ASC was slow in starting to spread knowledge
on the sustainabl @ c o mmu ni t°. I gsdirst@ gears af @peration (2005-07), it deployed a budget of £12.739m
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and claimed to have influenced the learning of between 10,000 and 24,000 professionals. The Select Committee report
noted that this was only between 1.3 and 3% of the potential sustainable communitieséworkforce and concluded that
the ASC had not matched the objective set for it in the Egan Skills Review of providing a high-profile national focus for
sustainable community skills development and research. The Select Committee recommended that CLG undertake

and publish an i mpact assessment of the ASCO6s first
progress in meeting the EgakheS&ectvCommit@ereporteacknomledged dha significans
contribution of the ASC in its O6Mind the Skills Gapbé6

regions, new university centre in Milton Keynes with a sustainable communities focus and curriculum support materials
for schools accessed by 74,000 young people and 3,000 teachers.

Strengths

The ASC has demonstrated a number of positive contributions to building capacity for territorial development and
regeneration at the national and regional levels. First, the ASC has connected to government modernisation and
professional policymaking agendas and encouraged the utilisation of leading edge strategies, techniques and practices
i such as the policy cycle, delivery models, foresight and so on® - as part of the generic sustainable communities skills
provision.

Second, the ASCOS establishment, voice and activit
regeneration activities and professionals within government, especially in departments not traditionally focused in this
policy area. The advocacy of an integrated approach to skills development for territorial regeneration has at least
begun the process of transcending and connecting traditional disciplines, emphasising and demonstrating the value
and effectiveness of cross-profession and cross-boundary working between organisations. Analysis of skills gaps and
the identification of the core generic skills and encouragement of providers to tailor their courses better to provide such
cross-cutting skills has been an important deliverable®”.

Third, while nationally focused, the ASC has co-operated with the strongest Regional Centres of Excellence i
originally established following the Urban Task Force in 1998 and hosted in each RDA i in each of the 8 English
regions and London to act as both delivery arms and listening posts to connect across and between practitioner
groups. The ASC has worked well as an information and resource hub to share information and spread good practice
interactively between the centre and the regions. In addition, the ASC has acted as a node for international learning by
working within the EU to identify generic skills gaps and share good practice through its role as the UK National Focal
Point for European Urban Knowledge Network (EUKN) and hosting the European Skills Symposium in 2006.

Weaknesses

A number of weaknesses are evident in the ASCds pog
part of its integration and tighter focus within the Homes and Communities Agency. First, the ASC had relatively limited
resources and is not a large scale training provider. It has only been able to act through influencing the provision and
identifying and stimulating provision where market gaps are evident. In connecting with local government staff, for
example, the ASC has had to try and influence the training and development activity and budgets of the Local
Government Association, the Planning Advisory Service, the Improvement and Development Agency and the Local
Government Leadership Centre.

Second, established as an organisation responsible to a single government department i the Office of the
Deputy Prime Minister (later renamed Communities and Local Government) i in its early stage of development, the
ASC was embedded in the Whitehall culture of output measurement. This initially stifled the independence and degree
of innovation in the ASCdés strategy and involved it
developed its role has it been able to develop a tighter and more delivery-oriented focus and proactive stance.

Last, in relation to the long established professional occupational associations such as the Royal Town Planning
Institute and Royal Institute of British Architects, the ASC was a new and small institution attempting to work across
and connect the highly formalised and accredited training and development of large and historically established
professional bodies.

Considerations for successful adoption in Poland

The ASC demonstrates how a particular capacity building need has been identified through systematic review
and the establishment of a dedicated institution to lead, raise awareness and deliver on improving skills, knowledge
and understanding across professional and organisational boundaries. Several issues require reflection in considering
such a capacity building initiative for territorial development and regeneration that could encompass entrepreneurship
policy in the Polish context. First, a detailed and systematic review of the skills issues in public policymaking has
provided the means to consider addressing gaps and capacity building measures. Without a thorough analysis of the
evidence, the diagnosis of what public policymaking capacity is evident and what should be prioritised for further
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development is incomplete. Second, the establishment of a dedicated, specialised and appropriately resourced
institution i a Polish Academy or Institute for Territorial Development or, more narrowly, Entrepreneurship and SME
Development i can act to raise awareness in central and regional government of skills development needs in territorial
economic development and regeneration professions, including those involved in entrepreneurship and SME policy
development and delivery. In the Polish context such an institution could provide a lead and focus for policy learning
and capacity building with the aim of capturing the experience of EU Structural Funds for utilisation after 2013, for
example through encouraging systematic reflection and policy learning from ex-ante and ex-post evaluation of EU
projects. The ASC experience suggests it will require an appropriate degree of independence and autonomy from
central government control, however, in order to connect with and mobilise its practitioner constituencies and users.

Third, a focused institution could provide the leadership and co-ordination for capacity building activities,
information exchange and learning, assessment and evaluation. Providing a national focal point for organising
seminars, workshops as well as secondment and networking could make a substantive and meaningful contribution to
capacity building and encouraging a professional public policy making culture capable of reflecting and improving upon
public policy interventions in territorial development. International connections too would be valuable in widening the
horizon of policymakers in Poland and encouraging policy learning and adaptation to the Polish context. The institution
could act as a transmission and exchange mechanism to inform the national centre of innovative and new ideas
emanating bottom-up from regional and local institutions and potentially worthy of wider dissemination and utilisation in
other regions and localities, for example between the entrepreneurship departments at the regional level across
Poland.

Fourth, with a strong focus upon territorial development and regeneration, such an institution could provide and
deliver improved skills, knowledge and capacity building for the national centre and policy development and delivery
bodies at the national, regional and local levels. In turn, building such capacity can contribute to better understanding
of regional needs at national level and promoting the development of distinctive and appropriate development
strategies at regional level.

Last, potential systems of accreditation i Member, Master, Fellow of the Polish Academy or Institute i might also
be explored and linked into public sector promotion and progression systems to encourage professionalisation and
raise their profile, skills and commitment to territorial development and regeneration as respected and valued
occupations with appropriate career progression and advancement opportunities to recruit and retain high calibre staff.

Contact details and website for further information

Homes and Communities Academy
Lateral

8 City Walk

Leeds

LS11 9AT

Tel: +44 (0)300 1234500

E-mail: enquiries@HCAacademy.co.uk
http://www.hcaacademy.co.uk/

Intra -regional Cceordination

Horizontal ceordination between institutions at the regional level is similarly complex in the context
of multi-level and multiagent governance of policy design and delivery-oferation and partnership
working at the regional levecan underpin c@rdination, reducing fragmentation and the potential for
overlap, duplication and institutional competition.-@alination problems arise where leadership and
authority amongst the regional institutions is contested, consensus abagicstditection is absent,
institutional roles and specialisations are unclear and/or duplicated and re§ources | udi ng Oo6har d
l i ke funds and iT@meespecidllyscarcems | i ke trust

The regional level contains the national government apgdvoivod (Governor) in the Voivodship
Office (prefectur@ as the extension of national central government and the elected regional assembly
(Sej mi k) and its executive elected by the assenm
transition, EUaccession and the high rate of growth of innovation atel@se organisations (Figurg, 3
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including at the regional and local levels, the regional level has become crowded with institutions broadly
involved in economic development policy. Only some ohiclh institutions are relevant to
entrepreneurship and SME policy concerns. The emergent system is relatively new with regional
government only established in 1999 and many of the new business support organisations being
established since 2001.

Despite therelatively new working relationships and lack of culture of clos@meration and joint
working concerning regional development within Poland especially amongst local government f§minas)
examples exist where collaboration has achieved positive outasitiegiformation exchange and joint
working amongst regional and | ocal agencies. The
encouraged coperation based upon a stable local leadership and established development vision, local
contact netwrks, experience of collaboration on projects, and diverse but similarly sized organisations
operating in a context of healthy mar ket demand f
Centre for Technol ogy Tr anity bfdechnblaysveas estahtished byethe Wr o ¢
collaboration between local agencies in the Lower Silesia Region. Based on shared vision, leadership and
trust between partners, Wrocgaw I ndustri al Par k u
Marshal | 6s Of fice, L o waperatiof iAgerecyg and enEeprenewsmand SMExin the
management and strategic development of the park. Such lecpkcation was mobilised for a bid to be a
node in the European Institute for Technology which, aigio unsuccessful, focused strategy and
i nvest ment on Wrocgawds aspiration to become an i

Inter-regional ceordination through crogsoundary working at the regional level has been limited but
is evident in specific areasoFexample, regional authorities have-amerated locally on infrastructure
projects such as roads. Internationally, citossder working has been achieved on information and
consultation points, business fairs and professional training for entrepremguangniership with agencies
and Chambers of Commerce in bordering regions in the Czech Republic and Germany. Other examples
include the Regiondlar shal |l 6s Office in Wrocgdgaw which is a
the UK on a technology transfer project and part of thewkd$ Innovation Alliance to exchange
i nformation and good practi ce anahEURamewbe6 projetl | 6 s
on regional innovation strategies.

Areas for improvement in the current policy approach to-rgggonal ceoperation include:

Fragmentation and uneven -operation at the regional levelThe rapid rate of growth in new
organistions (Figure 3 has generated institutional clutter at the regional level. The system has become
complex and fragmented because of its rapid growth in a relatively short time period with the attendant
risks of overlap and duplication as well as difficedtifor entrepreneur and SME engagement for effective
business support. The system at the regional level has evolved largely organically through the efforts of
policy entrepreneurs and innovators interpreting potential market demands for business swipestse
simply seeking to provide institutional conduits for the disbursement of EU funds. The organisational basis
of many of the new institutions may have contributed to the growth and fragmentation of the system. When
business support organisations aet up as businesses, this can promote rexssaking behaviour, albeit
with some working on a ndor-profit basis. Institutions then innovate to provide new services and income
sources narrowly to reproduce their own organisations without sufficsgard for their role, fit and
position within the broader support system for entrepreneurs and SMEs. Competition rather-than co
operation may have become more evident within the system as a result. Fragmentation and uneven co
operation have created diffities for the regional authorities who lack the powers and resources to
provide leadership, direction and-oadination for the business support system.

Geographically uneven network of institutional suppég discussed in Section 3, the evolution of
the KSU network as a collection of nearly 200 independent organisations without a strong brand has meant
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the emergence of an uneven network of support for entrepreneurship and SMEs across the Polish regions.
In some regions, such as Mazowieckie, the networkir el ati vely &6t hick6é with a

services whereas el sewher e, such as Podl aski e, t
provision of services (Table).3Some places are better served with specific services than etsesjally
inthel ar ger cities and metropolitan regions of Ma z

Dol noSI Nskie. As di sc us-Bnande, forexampiecis espeanrllygeograpltcally s st
uneven across the Polish regions with limited loamd$uin the eastern regions. International evidence
suggests there is no simple optimum number or configuration of institutions for regional and local
entrepreneurship and SME developmeéribense networks can signal a flourishing, dynamic, diverse and
specalised system of business support stimulated by the imperative to meet sophisticated entrepreneur and
SME demands. Conversely, too many institutions and channels of support can demonstrate fragmentation,
overlap and duplication creating a complex and cginflisystem that fails to reach and engage potential

and existing users. The evidence shows regional differences in the measure of the density of business
support organisations across the Polish regions but further research is required to assesditkeir rela
effectiveness.

Table 3. Number of Enterprise and Innovation Support Organisations by Region, 2007

Region Organisations Number of Citizens Number of Number of new
(Number) per organisation companies per companies per
organisation organisation

Polska 694 55.7 2,444 433
Mazowieckie 65 80.3 4,334 733
Magopol ski ¢ 47 69.3 2,975 518

§1 Nskie 75 63.6 2,894 429
G-dzkie 43 60.3 2,789 427
Wielkopolskie 64 52.5 2,588 459
Opolskie 16 70.2 2,441 401
Dol noSI Ns ki 51 56.8 2,338 509
Kujawsko-Pomorskie 35 59.1 2,275 455
Pomorskie 49 44.7 2,206 433
Zachodniopomorskie 45 37.7 2,129 404
Swintokrzys 23 64.5 2,084 386
Lubuskie 21 48.1 2,055 435
Lubelskie 42 52.1 1,769 297
War mi €Es k o 37 39.7 1,548 300
Mazurskie

Podkarpackie 45 46.6 1,452 252
Podlaskie 35 34.4 1,147 219
Source: Matusiak, K. B. (2007) OSrodki IGndofwaKcijeil cle/FProzzendas nbi orczo$S

Potential improvements to the intr@gional ceordination of design and delivery for entrepreneurship
and SME policy include:

Strengthen the regional aowdindtian rof régiprialsbusinesd sippatn d ¢
organisgions: The growth of business support institutions at the regional level has proceeded largely
without any overall conception or overview of what the system or network is aiming to achieve. A wider
variety of organisations exist which are not obliged anpelled to adhere to the regional strategy. This
has created issues of overlap and duplication which could be addressed through strengthening the regional
aut hority®os r o-ordinatingthessystem.iAs the dammodraticalty accountable custotlian
the regional strategy, the regional authorities would appear well placed to develop the necessary overview
of how and where the business support should develop. Some national regulation and incentives might be
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