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ABSTRACT

REGIONAL DEVELOPMENT AGENCIES : ENDOGENOUS DYNAMICS AND
REGIONAL POLICY

Yagsar, Suna Senem

Supervisor: Asst. Prof. Dr. Serap Kayasii
Co-Supervisor: Assoc. Prof. Dr. M. Melih Pmarcioglu

January 2003, 210 pages

Globalization, changing production systems, changing role of nation-state have
accelarated the emergence of a new kind of bottom up regional policies that have been
decentralized to regional and local institutions such as Regional Development Agencies

(RDAs) which are more capable of fostering the endogenous dynamics of localities.

The main intention of this thesis is to unravel the functions of Regional Development
Agencies in stimulating the endogenous development of a region in the context of
globalisation and European integration processes. The basic assumption of the study is
twofold; first the region is located at the focal point of economy, corollary to the new
regionalist thought: Second, development policies that are regulated and co-ordinated
from below and Regional Development Agencies as bottom-up approaches are necessary
for developing effective regional plans/strategies as well as fostering endogenous

development.

In this framework, this study attempts 1) to examine the new regionalism in Europe, 2) to
examine the changes in the regional development policy towards a bottom-up approach, 3)

to review the general characteristics of RDAs and to review different RDA experiences
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from the EU member states and candidate countries, 4) to search endogenous dynamics of
Istanbul in the framework of the RDA activities as the components of these dynamics with
surveys and a series of interviews carried out in Istanbul and to suggest some clues for the
development of RDAs in Turkey.

Keywords: Regional Development Agencies, new regionalism, regional policy.
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0z
BOLGESEL KALKINMA AJANSLARI: iICSEL DINAMIKLER VE BOLGESEL
POLITIKA

Yasar, Suna Senem

Tez Yoneticisi: Yrd. Dog Dr. Serap Kayasl
Ortak Tez Yoneticisi: Dog. Dr. M. Melih Pmarcioglu

Ocak 2003, 210 sayfa

Kiiresellesme, degisen iretim sistemleri, ulus devletin degisen rolii ve Avrupa’daki
entegrasyon siliregleri sonucunda bolgesel politikalar asagidan yukariya seklinde
gergeklestirilmeye baglanmuistir. Bu politikalar, igsel dinamikleri gelistirmekte daha
basarili olan Bolgesel Kalkimma Ajanslar1 gibi yerel ve bolgesel kurumlar tarafindan

koordine edilmekte ve diizenlenmektedir.

Bu c¢aligmanin ana amaci kiiresellesme ve Avrupa entegrasyonu siireci dogrultusunda
BKA’lan ve igsel dinamikleri geligtirmedeki rollerini anlamaktir. Temel ¢ikis noktas:,
bolgenin yeni bolgesellesme yaklagimlarinda ekonominin odak noktasma oturtulmasi ve
agagidan yukariya koordine edilen kalkinma politikas1 ile BKA’larn bu yaklasgimm bir
pargast olarak Avrupa Birligi’ne (AB) aday iilke olan Tiirkiye’de bolgesel stratejilerin ve
igsel kalkinmanin gelistirlmesinde avantajli olacaklanidir.

Bu dogrultuda ¢ahsmada, 1) Avrupa’daki yeni bolgesellesme yaklasimin, 2) bolgesel
kalkinma politikalarmdaki asagidan yukaniya olan yaklagima dogru degisimi, 3)
BKA’larin genel 6zellikleri ve AB’ye aday olan ve iiye olan iilkelerden degisik 6rmekleri,
4) Istanbul’un igsel dinamiklerinin BKA’larm galismalar temel alinarak hazirlanan anket
ve miilakatlar sonucunda incelenmis ve Tiirkiye’de BKA’larin kurulmasima yonelik olarak
ipuglart verilmistir.

Anahtar Kelimeler: Bolgesel Kalkinma Ajanslari, yeni bolgesellesme, bolgesel politika.
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CHAPTERI

INTRODUCTION

There has been a major shift in approaches regarding to regional development policies
since 1980s, particularly in Europe. Changing regional production systems and regional
policies in the context of globalization have accelerated those approaches that locate the
region at the focal point of economy and economic development policies. Region has been
taking on a role as the fundamental basis of economic and social life as well as a vital

relational significance for developing competitive advantage.

The process of globalization involving an increase in free international trade and capital
mobility has undermined the ability of nation states to manage their economies. Some of
their functions are simultaneously being reconfigured at various spatial levels. In this
context, regions are considered as being certain sub-national scales, which regulate a part |
of the functions of nation states. The nation state now shares its power with supra-
national, sub-national and private authorities that led to the emergence of a new kind of
regional policy. Namely, the regional policy turned away from an interventionist, firm-
centred, standardized and state-centred approach to a decentralised set of policies. The
new bottom—up policy is a nascent mode of regulation and co-ordination based around the
inter-firm networks and public private partnerships at the regional level that has developed
from below (Collis and Webb, 1999). The competitiveness of economies has been
increasingly attributed to the ability to innovate, particularly within the environment of
learning, interaction and networking between enterprises. Furthermore, the spatial inter-
relationship, such as participation in information and research networks, supply chains,
Small and Medium Size Enterprise collaboration, institution-industry relations has been

recognised as being critical in the recent regional economic development thoughts



(Batchler and Yuill, 2001). Therefore, development policies now lay more stress on

endogenous development or alternating investments with qualities linked to territory such
as the environment, the quality of life, the labour force (Keating, 2001). To sum up,
regional policy involving a bottom-up approach has been decentralized to regional and
local institutions which are more capable of fostering the endogenous dynamics of
localities. One of these institutions in Europe has been the Regional Development
Agencies (RDAs).

Over the last two decades RDAs, which have been created mainly by the co-operation of
local economic development actors, have played a role in stimulating, organising,
supporting economic development all over Europe and the world. In fact, any organisation
having a mission of economic development encompassing the global economic interest of
a geographical zone that involves significant ties with a local authority as much from the
point of view of its financing or from its objectives, is a Regional Development Agency
(EURADA, 2002). RDAs have existed since the 1930s throughout the world e.g. the first
RDA in the world is the Tennessee Valley Authority established in the USA during 1930s.
However, they have been operating more widespread in Europe since 1950s and 1960s in
order to decrease the negative effects of the Second World War and keeping up with rapid
technological developments in the world (DPT, 20002). Today, generally, they stimulate
their regions' economy by assisting in the establishment of firms, counselling of firms and
training of their managers, promotion of enterprise zones or attraction of local or foreign
investors, stimulation of technology transfer and inter-company partnership, creation and
management of company incubators, provision of risk capital, conducting of studies and
territorial planning initiatives, regeneration of areas made derelict by industrial blight
(EURADA, 2002).

Along with the introduction of the “Europe of the regions” policy, the strengths of the
regions have been increased in the context of the European Union (EU). European
integration has an impact on the sub-national governmental reform, and regions are
recognized as active partners in the promotion and implementation of EU regional
policies. Therefore states, more accurately regions, established regional structures and
strengthened regional institutions in the quest for getting structural funds (Keating 1998b,
Leonardi, 1993). RDAs as being such institutions have roles in the implementation of
relevant EU policies, management of EU credits and subsidies, motivation for other

economic actors to participate both locally and regionally in the EU programmes.



Today, the significance and contribution of RDAs in regional economic development

becomes self-evidt:,nt when the increasing number of RDAs and new RDA establishments
are considered even in the wealthiest and most developed regions of Europe, e.g. London
in United Kingdom and Emilia Romagna in Italy. Moreover, a Widespréad viewpoint in
European regions involves that those regions that do not have such institutions as RDAs,

will be in a disadvantageous position in the future (DPT, 2000a).

Even though there has been a significant shift in the scale of spatial units that European
regional policies aimed at mainly due to the combined effects of globalisation and
European integration, Turkey, as an EU candidate country and its economy remain to be
highly centralised while planning its regional economy through State Planning
Organisation. This centralised structure certainly does not correspond to recent regional
economic development approaches that identify the importance of endogenous dynamics
with a region's prosperity. RDAs, through co-ordination, and catalytic effects, can have a
significant influence on the development of endogenous dynamics, including high levels

of interactivity and co-operation between organisations (MacNeill, 2002).

The main intention of this thesis is to unravel the functions of Regional Development
Agencies in stimulating the endogenous development of a region in the context of
globalisation and European integration processes. The basic assumption of the study is
twofold; first the region is located at the focal point of economy, corollary to the new
regionalist thought. Second, development policies that are regulated and co-ordinated
from below and Regional Development Agencies as bottom-up approaches are necessary
for developing effective regional plans/strategies as well as fostering endogenous

development.

The scope of the thesis is;

e to examine the new regionalism approach in Europe with respect to the fundamental
forces behind it,

e to examine the changes in the regional development policy as well as in its regulation
from a top-down approach to a bottom-up approach,

» to review the general characteristics of RDAs and to review different RDA experiences
from the EU member states and candidate countries,

e to examine endogenous dynamics in Istanbul within the framework that takes RDA

activities as the major components of these dynamics.
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e to provide a number of suggestions for the potential development of RDAs in Turkey.

In the second chapter, the issues of new regionalism and changing regional policy will be
explored to understand the changing region and regional development policy concepts in
Europe and the increasing importance of RDAs as bottom-up approaches. Therefore,
firstly, different body of thoughts underlying new regionalism and critical approaches to
this heterogeneous body of thoughts will be examined briefly. Secondly, the thought of
Keating (1998a) in which regions are viewed to be emerging in the context provided by
mainly the European integration and the globalisation process will be taken into account.
Moreover, the thought involving region as the focus of development policy within the
context of new regionalism and the institutional thought will also be explored here.
Following this, changes in the regional development policy after 1980s and changes in the
regulation and co-ordination of regional policies from a top-down policy to a bottom-up

policy will be discussed in this part of the study.

In the third chapter, to develop a comprehensive understanding about RDAs as
institutions, their general characteristics will be reviewed. Moreover, detailed information
about their objectives, types and legal forms as well as their management, funding
resources and action areas will be examined in this part. As an intermediate agency, inter-
relations with other actors, particularly with the EU will also be explained briefly. Their
changing roles to being an intermediary agency after the 1980s will be the last issue

overviewed in this chapter.

The following chapter is composed of the experiences of different RDAs from different
European countries and regions. This chapter has been designed into two parts. In the first
part the RDA experiences will be studied from EU member countries which are United
Kingdom, Ireland, Austria, Spain, Italy and Netherlands. In the second part experiences of
EU candidate countries including Poland, Czech Republic and Turkey will be examined.
In order to comprehend the role of the RDAs in these countries, their regional policies
will also be explored briefly.

The fifth chapter is based on the results of a case study conducted in Istanbul to explore
endogenous dynamics within the framework that takes RDA activities as the major
components of these dynamics. Throughout the study, the endogenous dynamics are

generally considered as the services and the collaborative activities, networks, collective



aims among firms and institutions and between firms and institutions. A two step survey

was carried out among firms and institutions in Istanbul for the empirical analysis of this
thesis. The first step of the survey involved a firm and an institution questionnaire that are
prepared by using the actions of RDAs for stimulating the endogenous dynamics of
regions as components. To be more specific, the RDA services for enterprises and the
endogenous development actions explored in the third chapter are used as inputs while
preparing the firm and institution surveys that search the endogenous dynamics of
Istanbul, respectively. The second step of the survey involved a series of interviews
among firms and institutions that were conducted in Istanbul. The results of both surveys
will be discussed and presented in this chapter. Moreover, the prevailing institutional
structure in Turkey will be revealed briefly here, with respecf to the services provided for
SMEs. An evaluation also takes place in this part regarding to the dynamics of
endogenous development as outlined previously. Certain points leading to a potential

development of a RDA will also be underlined at the end of this chapter.

The final chapter is the conclusion for this thesis. Therefore the RDAs’ advantages and
effectiveness of their functions are discussed here. Moreover, the increasing importance of
RDAs in the EU context and for Turkey is examined briefly. Lastly, clues for potential
RDA developments in Turkey are provided.



CHAPTERII

RESURGENCE OF REGION and CHANGING REGIONAL POLICY

2.1 New Regionalism

A region is the meeting of various concepts of space which are political, social interaction,
economic, functional, territorial. It is also an institutional system either in the form of a
regional government or as a group of institutions operating on a territory. New forms of
regionalism and regions are emerging nowadays. In the 1960s with the modernasation
efforts in nation state, region became an important element. It is the space of action of the
state. At the Keynesian era macroeconomic policies address to region as an appropriate
level. In 1970s regionalism stalled after economic crisis (Keating, 1998b). A new impetus
is given to regionalism in Europe during 1980s and 1990s. This new regionalism
composed of two thoughts. First, the region is becoming the crucible of economic
development and second, the region should be the prime focus of economic policy
(Lovering, 1999).

The new regionalism include the works of various scholars based on mainly but not
exclusively in North America and western Europe who have highlighted the significance
of the region as an effective arena for situating the institutions of post-fordist economic
governance (MacLeod, 2001). For some, especially Castells, the resurgence of region is a
historically novel of economic development deriving from a profound transformation in
the technological and organizational dimensions of production. Some, like Piore and
Sabel, identify this with the arrival of postfordism. According to Storper technological and
organizational developments with the decline of fordism mean that the region has now
become a fundamental basis of economic and social life. Others, who focused on

institutions, also arrived at the view that the region is becoming the key scale for



economic development. Such as Amin and Thrift note that the local economy and local
institutions are becoming more salient. Another route began with debates over civil
society and the social embeddedness of economic activity. This led some to conclude that,
such as Ohmae, the local or regional scale rather than the nation state is appropriate to
engender the type of formal and informal interactions conducive to the kind of economic
interactions required to bring about the flexible economies of scope for survival in
globalizing markets. Another route starts with a concern with social integration in the
labour market and arrives at a New Regionalist conclusion via the assertion that the
postfordist knowledge intensive economy creates a new potential for participate industrial
systems which are best encouraged by startegies at the regional local or urban level.
Pulling elements of these various stories together, some, Amin, Cooke and Morgan, have
synthesized the notion that regions are the right scale to nurture the formation of
“associational economies”. The regional scale is most suitable for the construction of
economic govarnance intended to bring about the development of a reflexive system of
economic monitoring information exchange and policy adjustment and on-going
institutional learning (Lovering, 1999). Therfore, new regionalism is not an homogenous
body of thought. From the viewpoint of political economy Keating’s new regionalism
offers an analysis of territorial and political change especially in Europe. Regions are seen
to be emerging in a context provided by mainly the European Union and globalisation. On
.the other hand Lovering (1999) takes new regionalism bundles together a number of
different strands of work currently being undertaken in economic geography to understand
the territorials imperatives and geographical foundations of sucessful economic
development. To sum up above, Lovering associates the new regionalist thinking with
four distinct and quite different different perspectives. First of them include the post
Fordist approaches that associate the rise of the region with an economic logic where the
vertical disintegration of production is pivotal in assisting the formation of agglomeration
economies which in turn encourage clusters of industrial districts at a subnational scale.
Second there are approaches associated with advocate of the inability of nation state to
regulate economic interests. Third perspectives show a concern with connections between
production and changing labour markets based on high order skills. The region is
presented as the most appropriate scale to govern a knowledge intensive economy based
jobs associated with research and development sector. The last one seeks to explore the

connections between production and governance of economic activity (Jones, 2001).



The main critic to the new regionalism is carried out by Lovering (1999). According to

him, the trouble in new regionalism is that it is based on inadequate foundations. It tells an
attractive and persuasive story but it is largely a fiction. It fails to explain contemporary
regional economic development in general and correspondingly it is a poor guide for
regional policy formation. It is not clear how the abstract region posited in these
theoritical adventures relates to the actual regions in which real people live and work and
the supposedly new foundational concept of the new paradigm is nowhere clearly defined.
It is a set of stories about how parts of regional economy might work, placed next to a set

of policy ideas which might just be useful in some cases.

New regionalism is characterized by markedly productivist and micro-economic focus and
the disregard for the macro-economy. The loss of macro-economies is especially
important in relation to innovation. In 1990s innovation and new technology has been
used to cut the jobs rather than create new product markets, meet unmet needs and trigger
employement expansion. Therefore, new regionalist discussions of innovation ignore this
reality. The mobility of finance capital, the growth of governmental startegies to maintain
the overvaluation of capital and the diversion of investment from material production to
the acqusition of wealth claims are likely to be major influences on real world regional
development. But these issues are foreign to new regionalism. Furthermore, the labour
market is regularly portreyed in New Regionalist writings as a space of transactions little
different from that presented by modern neoclassical economic accounts. New regionalist
conceptions of the labour market pay inadequate attention to the fact that labour markets
are socially constructed and embody relations of power. A key term in that context is
competitiveness which is used as* if unproblematic by new regionalists. The choice
invoked by the concept of competititveness is not simply between favoring different
industries and firms but it is also deciding between different group of workers, different
social structures and different national economic geographers. A competitiveness strategy
for a collective entity such as a region can never be a purely technical matter (Lovering,
1999). The new regionalism’s emphasis on the imperatives of globalization is irrational.
The new regionalism view that non-globalized activities are important and policy relevant
only (Lovering, 2001). It is no accident that the new regionalism emerged in the same
period as the construction of new regional institutions. Local authorities have taken on
new or expanded economic roles and have been joined by a wide range of private and
quasi public bodies since 1980s. Such as in the mid 1980s world-wide there might have

been 400 Regional Development Agencies, now there are at least ten times as many. The



growth of new regionalsim can be seen as an information to conduct emprical research

into the evolution of the relationship between economic development issues in particular
regions (Lovering, 1999). According to Lovering if regionalism is to be saved more
reserached in the areas; the dynamics‘between externally and internally oriented acitvities,
the role of the labour market as the key link between production and regional economic
welfare, the relationship between regionalization and national and transnational economic

governance (Lovering, 2001).

Jones (2001) rejoins Lovering’critics and added that Lovering does not provide the
necessary theoratical tools to move beyond fiction. According to Jones, also new
regionalism is a poor framework through which to grasp the real connections between not
only the regionalisation of business and governance but also the changing role of state
which is not a simple set of processes. Spatial scales like regions should not be treated as
pregiven. New regionalism has a tendency to treat scale as pregiven. An alternative way of
addressing the changing role of state is to see the regions as constitutive of political
strategy (Jones 2001). Also in the same point MacLeod (2001) added that in the new
regionalism, like Lovering said the state does not ignored, but little have done to explore
the relations between the regional resurgence and the changing nature of the state
(MacLeod, 2001).

In this context according to Keating (1998a) the rise of the region has three independent
political economic tensions. The first is a functional restructuring. Under the conditions of
intensified economic globalization nation states are no longer perceived to be capable of
managing their economies through redistributive policies and the strategic placement of
public investments. The second one is institutional resturucturing where a decentralization
of governance might be conducted in the name of modernization and as a response to
pressure from regional political movements or as a means to enhance national political
power by devolving the responsibility to regional stakeholders. The third is political
mobilizations enacted by strategically significant communities of interest whether in the
name of nationalism or regionalism (Keating, 1998a). It is meaningful to say here that the
context of the new regionalism explained here is mainly from the perspective of Keating.
Therefore, according to Keating (1998b) this new wave has four fundamental force
behind; economic restructuring, globalisation, changing role of state and European

integration.



2.2 Resurgence of Region -Economic Restructuring, Globalisation and Changing
Role of State

Economic restructuring and rapid changes in modes of production is one of the most
important factors behind the new regionalism (Keating, 1998a). New regionalism as a
process has strong ties with transition of fordism to postfordism. After the 1970s crisis,
regions re-emerged as new industrial spaces which had sucessfully responded to the crisis
of fordism by adopting the system of flexible specialization (Collis and Webb, 1999).
These restructuring follow two complementary logic: the process of transformation
responds to international markets (decision of transnational corporations, capital flows.)
and a territorial logic (Keating, 1998b). Production is reduced its dependency on natural
resources and reduced transportation and communication costs have permitted a
geographical dispersion of production. Multinational corporations operate global
investment startegies and re-allocate resources across local boundaries. It is a fact that
production has been transform in important ways but these are highly specific and vary
from one territory to another. Social effects of territories which mediated by political and
cultural elements shape the production process. Some territorial functions of production
may become less important but many of new critical factors of production are territorial

which caused the resurgence of regional economies (Keating, 1998a).

In addition to the economic resurgence of region there has been also a political
resurgence of region. Because of the economic globalization, the liberalisation of markets
and the mobility of capital the introduction of time compressing technologies, the
increasingly complex configurations of corporate governance and the rise in political
unrest over post-war nation building efforts, nation state became an inappropriate level for
co-ordination and formulation of economic policy (Collis and Webb 1999, Deas and
Ward, 2000). The nation state was undergone some form of crisis to which state
management was required across a number of spatial scales. More recent
conceptualisations of state apparatus have tended to emphasise the lack of any uni-
directional re-scaling of state’s functions. Functions are simultaneously being
reconfigured along a number of spatial levels. Part of the nation states functions have
devolved in the regions as a scale for regulation and intervention. The region most notably
is defined as a means of exploring a set of issues around competitiveness, innovation and
institution building (Deas and Ward, 2000) . The change of the role of the nations state has

been most marked in the economic policy area because Keynesian economic management

10



has formally been abandoned. By the 1970s centralized regional policy was under strain
and 1980s and 1990s have given way to a more competitive approach in which regions are
oblidged to seek their own place in the European and global division of labour (Keating,
2001). In brief, nation state now shares it powers with sub-national, supra-national and
private authorities which caused the emergence of a new kind of regional policy. This
bottom~up policy is a nascent mode of regulation and co-ordination based around the
inter-firm networks and public private partnerships at the regional level that has developed
from below (Collis and Webb, 1999, Keating, 1998b).

2.3 European Integration and European Union Regional Policy

European integration is another factor which is behind the new regionalism wave and
affects the European regions. Region in Europe is seemed as a political arena where
social, economic and political actors meet and debate on such as economic development
and as actors in the national and community political arenas, pursuing their own interests
(Keating, 1998b). European integration has important economic and political impacts on
regions which must be considered separately and as a result it has posed a seies of
challenges to regions. Regions have found themselves oblidged to implement European
regulations within their sphere of competence, while many other European policies affect
them indirectly (Keating, 1998a).

There has not been any regional policy in the European Community (EC) until the first
enlargement period. Successive enlargements increased the regional disparities which are
against some of the Articles in the Treaty of Rome which states as an objective “a
continous and balance expansion”. Moreover, according to the EC unressolved regional
disparities might pose a threat to common market and to the basis of Community itself. As
a result in 1975 the European Regional Development Fund (ERDF) which was a peak
point of a process leading to Community regional policy, was establihed. Its objective was
“to correct the principal regional imbalances within the Community resulting in particular
from agricultural preponderance industrial change and structural underemployement.”
After ERDF, the 1987 Single European Act (SEA) is a catalyst in the development of
Community regional policy. The regional policy imporatance was recognized with SEA
and 1988 refoms of Structural Funds (Sweet, 1999). After the SEA the belief that the sub-
national forces could play a positive role in the cohesion was encouraged. Prior to 1985

European integration was dominated by the member states or more truly the national
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organs of the member states. By SEA and agreement to create a single market, member
states not only gave up control of their external borders to EC but also agreed to transfer
significant portions of their policy making powers in specific sectors, one of which has
been regional policy (Leonardi, 1993). Since the SEA, there has been a reaction from the
regions which insist on being heard by the EU institutions as well as by the national
governments when they are preparing negotiations within the EU (Keating, 1998b).

Because, in the context of the new treaty national governments could no longer exclude

subnational institutions, groups and forces from becoming actively engaged in the

European integration process and becoming direct interlocuters with EC (Leonardi, 1993).

It can be said that before 1988 Structural Reforms there was no serious Community

regional policy existed. In 1992 with Maastrich Treaty and Economic and Monetary

Union regional policy comprise the following principles:

e need to eliminate locational disadvantages of the poorer regions in the production of
goods and services,

e large-scale movements of labor must not become a major adjustment factor,

e regional transfers should be suffieciently large to effect the necessary reduction in
disparities among member states,

e need for aid should be determined on the basis of regions, not of countries, and aid
should be concentrated in the poorer regions,

e composition of regional transfers should be weighted in favor of program financing
rather than project financing; moreover it should be designed to catalyze private sector
investment in the regions so that they become self sustainning,

e Union regional transfers should be financed from the resources of the Union and
should be complemented by macroeconomic policies directed toward financial

stability in the medium term (Sweet, 1999).

The regions are recognized as active partners in the promotion and implementation of EC
regional policies. The European integration has an impact on the subnational govermental
reform. This is evident because regions become the links between the national
governments and EU in the formulation and administration of sectoral policies and they
are linked to the determination of economic outcomes at the regional level (Leonardi,
1993). Because of the Commision principles of addiﬁonality and transparency funds are
directly allocated to the the regjon not the state budget. A planning system is set up with a
partnership between the regions, the states and the Commission allowing some direct links

between the region and the Commission. States more accurately regions, to get the
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structural funds, established regional structures, administer policies, strenghten regional
institutitons, lobby in an active fashion in the EU and redraw regional boundaries.
(Keating, 1998b, Leonardi, 1993).

2.3.1 EU Regional Policy for The Period of 2000-2006

“The aim of the EU regional policy is to reduce and prevent regional disparities by
allocating resources to less-favored regions without replacing national regional programs
and taking account of integration, enlargement, globalization and technology” (Sweet,
1999). EU's regional policy is a shared policy based on financial solidarity. For the period
2000-2006 three priority objective areas were determined. The first objective, “Objective
1” has a territorial content and is helping regions whose development is lagging behind to
catch up, i.e. providing them with the basic infrastructure which they continue to lack or
encourage investments in business economic activity. Second objective, “Objective 2” has
also a territorial content and is supporting economic and social conversion in industrial,
rural, urban or fisheries-dependent areas facing structural difficulties. Last priority
objective, “Objective 3” has a thematic content and is modernising systems of training and

promoting employment.

To realize these objectives EC’s Structural Funds is used. There is four major structural

fund which are:

o The European Regional Development Fund (ERDF) finances infrastructure, job-
creating investments, local development projects and aid for small firms.

o The European Social Fund (ESF) promotes the return of the unemployed and
disadvantaged groups to the work force, mainly by financing training measures and
systems of recruitment aid.

e The Financial Instrument for Fisheries Guidance (FIFG) helps adapt and modernize
the fishing industry.

e The "Guidance" Section of the European Agricultural Guidance and Guarantee Fund
(EAGGF - Guidance) finances rural development measures and aid for farmers,

mainly in regions lagging in development
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Table 2.1: Allocation of structural assistance of EU in 2000-2006

Assistance Type .
Structural Funds ERDF ESF EAGGF- FIFG
Guidance
Priority Objectives Objective 1 | Objective 1 | Objective 1 | Objectivel
Objective 2 | Objective 2
Objective 3
Community Initiatives | Interreg I
Urban I Equal Leader+
Cohesion Fund

Source: prepared based on EU, 2002

In addition to Structural Funds to help the least prosperous member states, Greece,
Portugal, Ireland and Spain Cohesion Fund was established in 1993. The Cohesion Fund
provides direct finance for individual projects to improve the environment and develop
transport networks. Moreover, the EU has devised four special programs, known as

Community Initiatives, to find common solutions to problems affecting the whole Unijon.

These initiatives are supported by the Structural Funds. For the period 2000-2006, four

major Community Initiatives were used. These are:

e Interreg III promotes cross-border, transnational and interregional co-operation, i.e.
the creation of partnerships across borders to encourage the balanced development of
multi-regional areas.

e Urban II concentrates its support on innovative strategies to regenerate cities and
declining urban areas.

e Leader+ aims to bring together those active in rural societies and economies to look at
new local strategies for sustainable development.

o Equal seeks to eliminate the factors leading to inequalities and discrimination in the

labour market.
2.4 Region as Focus of Economic Policy
As mentioned before the second claim of the new regionalism is “the region should be the
prime focus of economic policy”. To deliver economic policies, regions need to be

devolved with institutional capacities. The term institution refers to recurent patterns of

14



behaviour and the institutional turn describes the growing recognition of the importance
played by these in the process of regional economic development (Collis and Webb,
1999). In this claim, according to Amin (19992) there are two strands of New

Regionalism.

One strand is deriving from endogenous growth theory, which acknowledges the
economic externalities and incresing return to scale associated with spatial clustering and
specialization (Amin, 1999a). Endogenous growth theory emphasizes the importance of
internal local factors in creating and maintaining sustained development. It provides a way
to see a broad array of community and institutional and non-traditional economic variables
such as leadership, learning, social capital, physical infrastructure, institutions and human
capital as major inputs of economic development. Learning, local institutions, social
capital and regional leadership are critical to endogenous economic growth and
development of regions. Here, leadership for regional economic future is “the tendency of
a community to collaborate across sectors in a sustained, purposeful manner to enhance
the economic performance of its region”. That is it is a collaborative relationship between

local institutional actors and is based on mutual trust and co-operation (Stough, 2002).

The second strand is developed largely by economic geographers and lie in the character
of local, social, cultural and institutional arrangements. The insight is drawn from
institutional and evolutionary economics (Amin, 1999a). There is a growing literature on
the importance of institutions and networks and an emphasis on social and institutional
factors in regional growth and success (Allmendinger and Tewdwr-Jones, 2000).
Institutional norms such as trust, co-operation and reciprocity form untraded
interdependencies or relational assets, which impact the behaviour of economic actors
and have a positive effect upon the innovative capacity of economies possessing
institutional thickness in which untraded interdependencies are embedded in networks of
interpersonal relations (Collis and Webb, 1999). The region seems to be the level at which
institutional networks and institutional thickness is best developed. These networks of
institutions can be characterised by high levels of contact and information exchange and
define collective actions to produce institutional thickness or capacity (Allmendinger and
Tewdwr-Jones, 2000). These two terms combined with the endogenous growth theory to
form the new regionalism consensus (Collis and Webb, 1999). Furthermore in this second
strand, innovation and learning are stressed as key factors of dynamic competitiveness.

Indeed, this is corroborated by the experience of successful regions as learning regions
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which have the capacity to develop and retain competitive advantage around a range of

existing and future possibilities. Their strenght lies in learning to learn.

Institutional geographers offer a much richer understanding of territorial proximity than
that offered by endogenous growth theory. But beyond their important differences, the
consensus shared across both strand is that regional level industrial configurations, supply-
side characteristics and institutional arrangements continue to play a critical role in
securing economic success in a globalizing economy characterized by the increased trans-
national flows of factors inputs and global level industrial and financial organization Both
strands of the new regionalism imply practical action which transcends the limits of
traditional local economic development initiatives. The focus is on building the wealth of
regions with upgrading of the economic, institutional and social base considered as the

prerequisite for entrepreneurial success (Amin, 1999a).
2.4.1. New Institutionalism or Institutional Turn

Over the last decade in regional studies there has been an increasing concern on
institutions, relationship between institutions and economic development and a new
institutional perspective or institutional turn embraced. Since the mid 1990s we have seen
strong institutionalist accounts which seek to place the local and regional proceses in
global context (Peck, 2000 quoted in MacLeod 2001). The securing of economic success
is not exclusively the result of state driven policies or a narrow set of economic factors.
The capacity of a given territory to embed economic development lie in the noneconomic
factors such' as sub-national social, cultural and institutional forms of supports. Therefore

there is an institutional turn taking place (Jones, 2001).

The institutional and evolutionary economics stress that economic life is both an instituted
process and a socially embedded activity and therefore context-specific and path-
dependent in its evolution. There are three sets of ideas that is important in economic
behaviour. First, the markets are socially constructed and the economic behaviour is
embedded in networks of interpersonal relations. Therefore economic outcomes are
influenced by network properties such as mutuality, trust and co-operation, or their
opposite. Networks offer economic agents the benefits of both co-operation and access to
a varied selection environment for new learning. Second different actor network

rationalities produce different forms of economic behaviour and decision-making. Third
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the economy is shaped by enduring collective forces which make it an instituted process.

These forces include formal institutions and informal institutions (Amin, 1999a).

The institutionalist focus is based on understanding of global-local relations which argues
that sucessful regions flourish as a consequence of institutional embededness or thickness
that create powerful local nodes of economic activity within an increasingly global
economy. Institutional relations are seen as crucial in facilitating the local collectivisation
of economic, cultural and social practices. The development of institutions of governance
is one central features of modemity. Different forms of institutions play a vital role in
mediating the social, political and economic transformations and activites. This new
institutionalism as the form of local institutional relations is seen as a potential source of

economic and political power within a changing global environment (Raco, 1998).

2.4.1.1 Institutional Thickness

The concept of institutional thickness highlights localised conditions that are crucial to
particular articulation of localities and regions within wider scale processes of economic
transformation (Henry and Pinch, 2001). “A local institutional thickness defined as the
combination of factors including inter-institutional interaction and synergy, collective
representation by many bodies, a common industrial purpose and shared cultural norms
and values. It is a ‘thickness’ which both establishes legitimacy and nourishes relations of
trust. It is a thickness which continues to stimulate entrepreneurship and consolidate the
local embeddedness of industry” (Amin and Thrift, 1994, pg: 15). Institutions provide the
basis for the social, economic networks and contacts so developing: local institutional
relations or institutional thickness may provide one way of encouraging and developing
economic regenaration at the local level. That is; contacts, networks, and flows between
institutions can create powerful nodes of local govarnance and economic growth and a
deficit of institutional interaction can weaken the position of localities in relation to global
forces. Institutions represent potentially effective nodes of local, economic, political and
social organisations in the global context (Raco, 1998, 1999). Amin and Thrift defined the
concept of institutional thickness to understand the ways in which global local interactions
locked together at the institutional level.

In this context Amin and Thrift (1994, 1995) determined four major factors that constitute
the construction of this institutional thickness. The first one is the strong institutional
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presence which means having different kind of institutions such as firms, financial
institutions, local chambers of commerce, training agencies, trade associations, local
authorities, development agencies, innovation centers, clerical bodies, unions, government
agencies providing premises, land and infrastructure, business service organizations,
marketing boards. All of these institutions provide a basis for collective representations.
The second factor is high levels of interaction that is high levels of contact, co-operation
and information interchange among the institutions in the local area. These contacts and
interchanges lie in the the social atmosphefe of the region which is formed by shared rules
conventions and knowledge (Amin and Thrift, 1994). They include the form and
regularity of direct offical contacts between officers and and policy makers, the flows of
information between institutions and the importance of social and informal networks
between indivuduals within institutions. Over time these contacts lead to establishment of
trust relations and mutual co-operation (Raco, 1998). The third factor is the development
of patterns of coalition resulting in the collective representation of what are normally
sectional and indivudual interests and serving to socialize costs or to control rouge
behaviour (Amin & Thrift, 1994). The interaction between institutions can not take place
deprived of the structures of power domination and control. Institutions have different
resource and power bases such as some are tied to local accountability or others are
empowered or disempowered by changes in nation-state level politics (Raco, 1998). Last
factor is development of mutual awareness among participants in the institutions that they
are involved in a common enterprise which means that there is a commonly held
insdustrial agenda which the collection of institutions both depends upon and develops
(Amin and Thrift, 1994).

Institutional thickness, briefly include the combination of factors; the presence of many
institutions, interinstitutional interactioh, a culture of collective representation,
identification with common industrial purpose and shared norms and values which serve
to constiute the social atmosphere of a locality. Institutions, therefore, do not only include
formal organisation but also informal conventions, habits and routines which are sustained
over time and through space (Amin and Thrift, 1995). Thus institutitonal thickness is a
simultaneous collectivisation and corporisation of economic life, fostered and facilated by
particular institutional and cultural traditions which appear to have been central to the
generation of success within the Marshallian nodes in global networks (Amin and Thriﬁ,
1995). The process of institutionalisation that is stimulating a diffused entrepreneurship is
important here.
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Six outcomes are deduced from these factors which are:

o Institutional persistence-local institutions are reproduced.

e An archive of commonly held tacit and codified knowledge.

e Institutional flexibility whereby regional institutions posses the ability to learn and
change.

e A high innovative capacity both of the regions and of the firms internal to it.

o Trust and reciprocity as a behavioural norm.

e A widely held common project which serves to mobilise the region in an effective
mannner. (Amin and Thrift, 1994).

Institutional thickness is more than institutional support structures for economic growth. It
is the understanding of existing local social and cultural relations in the development of
intelligent regions whose institutional structures allow for rapid dissemination of local
information and development of strong local social and economic networks (Raco, 1998).
Local institutional thickness can have a decisive influence on economic development. For
individual firms place become important because firms gravitate towards localities which
offer the best institutional milieu to support their needs. That is where ideas, research
capability, information, skills, supply structures and services made widely available
through recognizable institutions such as centres of higher education, development
agencies, business organizations and other more informal associations, offering specific
and general infrastructures which can foster the entrepreneurship.

It is clear that the economic success of localities in a global economy will depend upon the
economic integrity that is the articulation between institutional thickness and economic
variables which make it worth while for industry in a locality. Therefore the local
economic integrity is possible in principle but it is best to the localitites with proven

institutional capability.

Sometimes institutional thickness is not a favor rather it is a trap. It can become a
resistance to change and innovation (Amin and Thrift, 1994). Developing institutional
thickness in one locality may not maintain that particular localities advantage for long if
the same process are operating elsewhere. Although institutions create consensus-based

institutional relations, they do not necessarily equated with wider political reperesentation.
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Process of institutional thickness plays a role in legitimating decision-making process

propagated by most powerful institutions (Raco, 1998). However, institutional thickness
has a certain influence in the industrial agglomerations’ economic development which are
depend on the production of knowledge, innovation and information for competitiveness
(Amin and Thrift, 1994). Regional examples where a positive relationship between
thickness and economic success would such as Santa Croce in northern Italy, the City of
London and Baden-Wiirttemberg. On the other hand, regions like Norh East of England,
Eastern Germany, Swiss Jura and Lowaland Scotland are examples of places where

thickness does not work. (Henry and Pinch, 2001)
2.4.1.2 Untraded Interdependencies

‘In 1950s Francois Perroux noted in his work that economies consist of spaces which have
nontraded connections between other spaces. In some cases these nontraded connections
overlap with traded input-output relations but mostly the relations are untraded. After
1980s the knowledge spillovers comes in packages or ensembles. Most of these
knowledges and common practices are not fully codifiable. These knowledeges and
practices through formal exchanges and untraded interdependencies are diffused from
firms who master them to other firms that are tied into various kinds of networks (Storper,
1997).

Storper focuses on the socially and institutionally embedded character of economic
activity, the role of habits and customs in forging technological and production
technologies and the critical and problematic nature of knowledge acquisition in
contemporary economies. He argues that the enigma of regional concentration may lie in
the notion of untraded interdependencies (Henry and Pinch, 2000). He defines the
untraded interdependencies as interdependencies “which take the form of conventions,
informal rules and habits that coordinate economic actors under conditions of uncertainity;
these relations constitute region specific assets in production. These assets are a central
form of scarcity in contemporary capitalism, and hence a central form of geographical
differentiation in what is done, how it is done, and in the resulting wealth levels and

growth rates of regions” (Storper, 1997, pg.: 5)

Untraded interdependencies is extent beyond the classical supplier and servicing relations

(Keeble and Wilkonson, 1999). Underpinning of this concept is the principle that
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economic forms are embedded in particular institutional frameworks (May et. al, 2001).
It is arising from the proximity of innovators, manufacturers and supliers within a region
or locality and the dense pattern of informal exchanges which this encourages (Keating,
2001). It includes labour markets, public institutions and locally or nationally derived
rules of action, customs, understanding and values (Storper, 1997). Untraded
interdependencies comprimise these institutional norms, rules, conventions that help to
define strategies for firms in an environment characterised by market and technological
uncertainity. These strategies help to define a possible world of production (Storper and
Salais, 1997). These world of production provides sources of knowledge about new
products, markets, production methods and sources of capital. Untraded
interedependencies exist outside the conventional traded market mechanisms since the
knowledge is generally tacit and localised, it helps to create territorialised forms of
production. Also it involves the idea that firms are part of a community of knowledge and
participate in collective forms of knowledge generation and dissemination (May et. al.,
2001).

Traded interdependencies that is input-output relations become footlose. It is through
untraded interdependencies a region gain its competitive edge (Storper, 1995). The
untraded interdependencies have a direct impact on competition potential of regions
because they include a part of learning environment for firms (Amin, 1999a). According
to Storper a distinctive feature of places with globalization and localization of economic
activity is become the strength of their untraded interdependencies or relational assets.
These assets with knowledge oriented support organisations provide the infrastructure for
learning and innovation (Storper, 1995). Relational assets stem from the interactions and
interdependencies between firms and organizations (Lagendijk, 1999). They exist within
the social aspects of networks so, they include such as tacit knowledge, embedded
routines, habits and norms, local conventions of communication and interaction,
reciprocity and trust based on familarity (Amin, 1999a). These assets are not tradable or
substitutable. These assets have a relational nature rather than tangible properties. Their
untraded nature makes them usually unreproducible so they generate a sustainable

competitiveness (Lagendijk, 1999).

Most of the institutionalists stress that when developing policies, ways for development of
untraded interdependencies between firms should be sought. One of the way is by

developing social and political institutions which encourage networks between firms and
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development of clusters. In the development of special industrial cluster, untraded
interdependencies play an important role. In these districts or called as new industrial
districts, collaboration and co-operation between firms is crucial as elements. These
collaboration and co-operation relations such as joint marketing, strategic-alliance
building also sustain the competitive advantage (Raco, 1999). Untraded interdependencies
draws the attention to the fact that knowledge is increasingly seen as the most important
element within networks of firms, co-operation and collaboration of firms (May et. al,,
2001).  Such relations can also be fostered by the local voluntary associations act as
mediators (like RDAs which are mediator institutions in these type of relations and will be
examined in the next chapter) between the locally based firms. According to Hirst these
local associationalism which can provide institutional co-operation which may allow for
the creation of mutual networks of knowledge and production has two possible results.
First, common agendas and interests can be pursued and activities organised according to
the collaboration and co-operation. Second, individuals construct a variety of social

networks through which greater collaboration can be encouraged (Hirst, 1994).
2.5 Changes in Regional Policy

After Second World War the regional, production capital and physical infrastructure
concerns gradually moved onto the policy concern. There were a number of reasons for
that the severity of regional problem increases in many countries with moves out of
agriculture and downturn in traditional heavy industry resulting in unemployement,
concerns about infrastructure provision, congestion levels with attendant inflationary
pressures. At that time central pre-occupation of regional policy makers was regional
convergence; reducing regional disparities between regions, especially core periphery
ones. And regional policies was based on traditional theories of regional development
which commonly concerned with explaining variations in the location of economic
activity with reference to the attributes of regions such as cost of land, transportation cost,
market size and the availability of workers. Therefore, policies to reduce disparities
generally developed to influence these factors. In Western Europe the major concern is
about the underdevelopment and depopulation of rural areas.  Although there-are
difference in the policy emphasis among Western European countries, the approach to
regional policy is broadly similar. The main objective was equalising variations in

standarts of living, infrastructure and employement across the nation. The problem areas
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are generally suffering from slow economic growth, low incomes and high employment
(Batchler and.Yuill, 2001).

Regional policy has been firm centered, standardized, incentive based and state-driven,
especially in the case of Keynesian legacy that dominated regional policy in the majority
of advanced economies especially after 1960s. It relied on income redistribution and
welfare policies to stimulate demand in the less favored regions (Amin, 1999a, Keating,
1998a). The major motor of the economy is large-scale manufacturing industry which was
intended to generate multiplier effects in the regions and through the establishment of
growth poles to foster complementary development (Keating, 1998a). Policy instruments
in that times included four main types:

o Financial incentives: in the form of grants, loans, tax concessions, depreciation
allowences, employment premia, removal cost allowences, transport subsidies, rent
subsidies, labour training aids.

¢ Infrastructure investment

e State owned or state controled industries

¢ Development controls on manufacturing industry.

Assistance was generally provided in the form of business aid and hard infrastructure. The

mode of organisation is generally top-down (Table 2.2) that is the design of policy, the

delimination of assisted areas and the delivery instruments are undertaken by the central

government (Batchler and Yuill, 2001).

Keynesian regional policies helped to increase employment and income in the less favored
regions, but they failed to secure increases in productivity confparable to those in the more
prosperous regions and more important, they did not succeed in encouraging self-
sustaining growth based on the mobilization of local resources and interdependencies
(Amin, 1999a).

After the early 1970s oil crises, the importance of regional policy diminished. The long
term period of regional convergence come to an end. Policy took more limited objectives
such as maintainance of settlement structure on sparely populated areas and ameliorating
the economic and social consequences of job losses in regions of high unemployment
rates. The retreat of the central government from active regional and industrial policies
was accompanied by the rise of a new regional and local dimension to economic

development. There was a growth in bottom-up initiatives (Table 2.2) as local authorities
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and other groups began to develop and implement their own measures to deal with
growing economic and social problems. At the same time regional policy thinking was
shifting towards the promotion of endogenous development (Batchler and Yuill, 2001). In
the endogenous development local social actors has the power of decision making and
capacity to control and internalize external knowledge and information and by generally
assuming the traits of self sustaining process of development. Endogenous development
indeed means capacity to transform the social and economic system, to react to external
challenges, to introduce specific forms of social regulations at local level (Garofoli, 2002).
The heightened competition of globalisation has encouraged a counter movement on
endogenous resources in which local ownership and control of capital can shelter
economies from the effects of global fluctuations. The emphasis now is on small locally
based producers acting collaboratively towards long term growth and continual
improvements in standards. The aim of policy makers has been to develop networks
between local producers which enhance local economic competitiveness and embed
economic activity in localities. If such networks succesfuly established participants may
obtained certain advantages through shared, collaborative ways of working which
encourage dynamism, innovation and the reproduction successful practice (Raco, 1999).

From the mid 1980s new concepts of regional development began to evident. The
competitiveness of economies was increasingly attributed to ability to innovate,
particularly within the environment of learning, interaction and networking between
entreprises. Technological and organisational changes were altering the way in which
companies organised their activities both internally and with suppliers and customers.
Internationalisation of economic activity through foreign investment, trade and interfirm
links was accelareted. In this context new theories of regional development was
recognised that competitive advantage increasingly implied the ability and capacity of
regions to faciliate the generation, acquisistion, control and application of knowledge and
information. The spatial interrelationship such as participation in information and research
networks, supply chains, SME collaboration, government-industry links between
organisations were recognised as critical. The policy response to this changes was a

strategic mangement of regional development (Batchler and Yuill, 2001).
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Table 2.2: The changing regional policy

| Traditional | New
Conceptual Basis
Industrial location theories Learning region theories
Key factors are regional | Regional capabilities e.g.
attributes e.g. production | innovative millen, clusters,
costs availability of workers networks
Problems
Lack of capital Lack of entrepreneurship
Lack of qualified labour Lack of innovation
Exploit scale economies Lack of specific know-how
Lack of internationalisation
Policy Characteristics
Aim Equity or efficiency Equity and efficiency
Objectives Employement creation Increased competitiveness
Increased investment
Sphere of actions Narrow (economic/industrial) { Broad (multi-sectoral)
Mode of operation Reactive, project based Proactive, planned strategic
Policy Structure
Spatial focus Problem areas ‘| All regions
Analytical base Designation indicators Regional SWOT analysis
Regional exporting
Key instrument ) Incentive scheme Development program
Assistance Business aid Business environment
Hard infrastructure Soft infrastructure
Organisation
Policy development Top down/centralised Collective/negotiated
Lead organisation , Central government - Regional authorities
Partners None Local government
Voluntary  sector, social
partners
Administration Simple/rational Complex/bureaucratic
Project selection Internalised Participative
Timescale Open ended Multi-annual planning
periods
Effects
No self sustained | Self-sustained development
development International competitiveness
Increasing dependence
Evaluation
Stage EX post Ex ante, interim, ex post
Outcomes Measurable Diffucult to measure

Source: Batchler and Yuill, 2001:12, Cappellin, 1991 quoted in Guzman-Cuevaz et. al,
1998

Development policies now lay more stress on endogenous development or an alternating
investments with qualities linked to territory such as the environment, the quality of life,

the labour force than on the state subsidies (Keating, 1998b). In the old regional
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development policy approach, place was taken into account only as a location, distance

from the markets, labour or raw material. The new approach see place as a complex of
social relationships, norms, institutions and understanding (Keating, 2001). Services are
emphasized as much as manufacturing and there is much encouragement of networks
among producers and public-private partnership to mobilize local energies and resources.
Labour market policy and training are given prominence. Training policies have widely
been decentralized to complement other instruments of intervention. There is a strong
emphasis on research development and technology transfer. Much effort is put into
forming networks and linkages among firms and between them universities, research

centers and governments, to foster untraded interdependencies (Keating, 2001).

In the attraction of investment stress has moved from grants and subsidies to promoting
the competitive advantage of region as a location to do business. These type of supply side
policies require a high degree of local knowledge and connections as well as a capacity for
horizontal integration. So policy has been decentralized to regional and local institutions
which are increasingly competing with each other (Keating, 1998a). One of these
institutions in Europe is Regional Development Agencies which will be examined in the

next chapter.
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CHAPTER III

REGIONAL DEVELOPMENT AGENCIES (RDAs) IN EUROPE

3.1 General Characteristics of Regional Development Agencies

Since 1950s and 1960s, Regional Development Agencies (RDAs) have been operating on
the regional level for stimulating, organising and developing economy in most of the
European countries (Table 3.1). A RDA is “a regionally based, publicly financed
institution outside the mainstream of central and local government administration
designed to promote economic development” (Halkier et. al. 1998 pg: 17). According to
European Association of Regional Development Agencies (EURADA) “a RDA is an
operational structure that identifies sectoral or overall development problems, chooses' a
range of opportunities or methodologies for their solution and promotes projects which
can maximise the solutions to the problems” (EURADA, 1999a, pg: 15). However, there
are agencies which may not strictly qualify on these definitions but which act in a very
similar way (Hughes, 1998). The attempt to define a development agency at the European
level is a very risky exercise and in an European Commission document it is stated that
"Maybe the only common feature of all the regional development agencies is that their
activities always relate to the development of the endogenous potential of a geographic
area, even if some of them, as additional activity, or even as their main operations, try and
attract foreign investment. Another identifiable feature is the very wide meaning given by
the agencies to the notion of development, and the growing importance of the social

component given to this concept” (EURADA, 1999a pg: 16).
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Table 3.1: Historical origins of RDAs in European Countries

Time Period | Pre-1950s and | 1960s and | 1980s 1990s
1950s 1970s
Countries Austria Germany Greece Bulgaria
Belgium UK Spain - Czech
France Italy Finland Republic
Ireland Netherlands Denmark Estonia
Hungary
Lithuania
Poland
Portugal
Slovakia
Sweden
Ukraine

Source: prepared based on EURADA, 2002: include RDAs among EURADA members

As a result according to these definitions a model RDA has a body which complies with

three criteria:

1. Organisationally: it is in a semi-autonomous position with its sponsoring political
authority.

2. Strategically: it supports mainly endogenous firms by means of soft policy
instruments.

3. Implementation: is integrated with a broad range of policy instruments. (Halkier and
Danson, 1998). But according to Halkier and Danson this model RDA is a Weberian
ideal type and interpreted as prescriptive. There are not any specific criteria for where
to establish the RDA. It can be set up in any region. But there are certain parameters
for RDAs to function:

o Sufficiently significant population

e Potential of enterprises and entrepreneurs

o Skilled manpower

e Consensus on a regional/local development strategy

e Structures of sectors define a regional area for development (EURADA, 1999a).

The reasons for setting up RDAs were different from one country to another and it was

agency specific in European regions (Yuill, 1982). However the changing trends in the
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regional policy and new concepts in regional economy studied in the previous chapter
affects the development of RDAs and also functions of existing RDAs. As mentioned
before in most of the Western European countries RDAs existed approximately since
1950s and 1960s. However, in Central and Eastern European countries that is mostly EU
candidate countries, the establishment of RDAs generally has begun from the 1990s which
may a result of mostly the European integration and the resurgence of region both

politically, economically and institutionally.

Today most of the RDAs are bottom-up approaches while the national level policies have
mainly a top-down characteristic (Table 3.2). The most specific differences between the
two policies are:

o the political environment and sponsorship relations differ both with regard to the
spatial dimension and the degree to which elected politicians are involved in regional
policy,

o the implementing organizations operate in different territorial domains on the basis of
different resources, pursuing objectives and strategies that are not necessaﬁly
compatible,

¢ policy implementation includes some overlap with regard to policy instruments but has
important contrasts with regard to modes of implementation and the firms targeted by
public policy, suggesting rather different forms of interaction between public and
private actors,

» the economic environment in which each of the two approaches is likely to make a
sizeable impact would also seem to differ, with top-down policies requiring the
presence of private firms establishing branch plants ';nd RDAs needing endogenous
firms willing to improve their market position and network relations.

Therefore this two approaches have been seen as alternative paradigms in regional policy,
two forms of public intervention that are both concerned with remedying spatial
inequalities but which involve different actors, different spatial levels of operation,
different underlying assumptions, different strategies, and different forms of interaction
between public and private bodies and thus ultimately different consequences for the
politics of 'regional policy (Halkier, 2000). It is believed that emphasis on regional
targeting in RDA policies prompts a much more selective approach in contrast to the
indiscriminate redistributive programs of central government. Together with differences in

staff, RDAs discretionary decision making and capability to play a proactive role in
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fostering new development initiatives should explain their importance. However there is

*anegative point for RDAs with respect to policy instruments, they would seem to lack the

legitimacy and power to force individual firms or industries to act against their private

interests by means of bureaucratic regulation (Halkier et. al., 1998).

Table 3.2: Traditional top-down model versus new bottom-up model - RDAs

Characteristics Traditional top-down New bottom-up/RDA
model
Political environment National policy networks | Regional/national  policy
networks
Political parties
Political sponsorship Central government Regional/central
government
Departmental relation Arm’s-length relation
Implementing organization | National authority Regional authority
Government department Semi-autonomous body
Bureaucracy Business-like
Generalist qualifications Specific expertise
Economic objectives Interregional equality Regional competitiveness
Growth of  national | Growth of  regional
economy economy
Diversion of investment Endogenous growth
Mode of operation National spatial selectivity | Non-spatial selectivity
Automatic/discretionary Discretionary
Reactive Proactive
Policy instruments Conditional finance Conditional finance

Advisory services
Public provision
Voluntary/conditional
organization
Mandatory authority

Bureaucratic regulation

Advisory services
Public provision
Conditional organization

Voluntary/conditional
information

Firm-level impact Incoming location Endogenous creation
Endogenous expansion Endogenous modernization
Economic environment Hierarchy/markets Markets/networks

Source: Halkier, Danson and Damborg, 1998, Halkier, 2000

Being a bottom-up approach provide some advantages to the RDAs by overcoming some

problems in local markets such as inadequate information for market participants,

problems associated with rapid growth and technological change. These are:

1. A regional institution is better placed to develop strategies tailored to the specific

problems of individual region especially if the production systems are becoming

increasingly localised and differentiated.

30



2. Bottom-up approach to regional policy requires staff dealing with individual firms in
a business-like manner and a position outside the mainstream bureaucracy would
make it easier to recruit specialist staff and adopt a more flexible approach to policy
implementation and collaboration with private actors

3. A position outside the mainstream government apparatus allows a more integrated and
proactive approach use of pubiic resources, and also generate a business-like image
more attractive to private actors than the traditional civil-service image of traditional
government departments. Therefore they can target available resources on key
industrial problems in a region, facilitate greater integration of economic and land use
planning processes and address problems associated with the intra-regional
distribution of economic activity.

4. A semi-autonomous position limits direct party-political interference or local
territorial interests and allows the adoption of a long tem perspective capable of
tackling structural weaknesses of the regional economy. With an arm’s length
relation, political sponsors only interfere with the activities of the policy-making
organisation on a very general level, such as allocation of resources.

5. A separate regional institution not only may enhance regional influence of the
political sponsors in relation to other public bodies but also may function as a visible
symbol of party political commitment to the development of region.

6. RDAs offer certain advantages over local authorities in the economic development
area such as providing promotional activity, embarking on major firm rescue
operations, setting out strategies to retain local ownership in key local companies and

in promoting new sectors (Halkier et. al., 1998, Halkier, 2000, Danson et. al., 1993).
3.1.1 Objectives of RDAs

The most obvious objective of RDAs is the economic development of a specific territory.
However the objectives can be classified as; economic such as creation conditions for long
term regional economic development, environmental such as improving attractiveness of
the region and social such as development of social cultural and endogenous values of the
region and becoming a catalyst organization in order to focus to the creation of wealth of
the region. According to Hughes a model RDA must have objectives which are
sufficiently broad and include regional competitiveness, regional growth,
endogenous/SME growth and inward investment. To imply these objectives there should

be multiple policy instruments like environmental improvement, industrial infrastructure,
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business advice and venture capital (Hughes, 1998). The conditions affecting the
economic development change in time. Therefore, an agency and its objectives must adapt
to manage these changes. To implement its objectives it is important to an agency to

absorb the efforts and the resources of potential actors in its territory.

The role of RDAs must not only concentrate upon the economic regeneration process, but
has also to take social development and local democracy accountability into account. So in
the future, RDAs will probably have to fix their objectives as:

e to create a competitive business environment

e to stimulate a world class workforce

e to improve the infrastructure

e to lobby for a supportive governmental attitude for the region

e to improve health and environment

e to build effective institutions

The objectives of a RDA are guided by three consi&erations:

e Consultation and co-operation with local actors

e Complementary and development of synergies between the actions and duties of such
local actors

e Partnership among the actors (EURADA, 1999a)
3.1.2 Organization and Management of RDAs
3.1.2.1 Types and Legal Forms of RDAs

RDAs can be classified according to their bureaucratic autonomy, their origins and their
activities. It is possible to define a sequence of possible relations between the political
authority, legitimating a development operation and the bureaucratic executive in the
frontline of policy implementation (Halkier, 1992). A basic distinction between RDAs can
be drawn by their positions either inside or outside the core administrative apparatus of
politically elected government (Table 3.3). Political sponsors can be the local, regional
and national actors. A development body incorporated into a government structure is
likely to be subjected to a high degree of political control. On the other hand, in an arm’s-
length situation the sponsoring authority only interferes with the activities of the policy

making organisation on a very general level such as allocation of resources and broad
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policy guidelines while both the strategic initiative and important discretionary powers

are left with the frontline bureaucracy (Halkier and Danson, 1998). Most of the agencies

in Europe exist as an independent body and have an arm’s length relationship with its

political sponsors and the vast majority of organizations rely on one single economic and

political sponsor. Therefore the potential of political interference in the activities of the

legally independent RDAs is obvious.

Table 3.3: Organisations by bureaucratic autonomy

Legal position

Position with respect to political sponsor

Part of government

Departmental (direct political control)

Semi-departmental (direct political control mediated by

advisory council)

Independent body

Arm’s length/Single (political supervision, board appointed by

government)

Amm’s length/Dominant (political supervision, board
appointed mainly by government but influenced by other
public/private organisations)

Arm’s length/Plural (political supervision, board appointed by

governments and other public/private organisations)

Source: Halkier and Danson, 1998, pg: 31

A similar classification of agencies may be occupied according to the founders of the

agencies. Agencies can be classified into four major groups by their origins:

Agencies established by central governments: They have the advantage of resources

available for their objectives.

Agencies existing inside local and regional authorities: They have closer to the local

realities but dependency on bureaucratic channels tends to transform them into less

operational organisations.

Agencies established by local and regional authorities: They can make quicker

decisions and less dependent on political attitudes.

Independent agencies established by public/private partnership: They have the ability

to combine public and private point of view both for methodologies and for
objectives. According to EURADA there is a sign that most of the future RDAs will
be in the form of this type which is found more efficient than the others.
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Agencies can be classified also according to their activities into four major groups:

e Strategic agencies: Their objectives are mainly the establishment of information data
banks, research studies on sectoral and general social and economic factors,
promotion of the region in national and interational terms, supportive information to
SMESs and promoting awareness of endogenous potential.

e General operational agencies: Their main objectives are the establishment, promotion
and management of intersectoral development projects. They have to take in account
the function of the strategic agencies. Therefore, both of them act together or inside
the same organisation.

e Sectoral operational agencies: They are established to promote a specific sector or an
activity of a region and specific projects in a specific area.

e Inward attraction agencies (EURADA, 1999a).

Table 3.4: Legal forms of RDAs in Europe

Legal Form Country

Inter-municipal agency Belgium

Non-profit association Bulgaria,  France, = Hungary,
Ukraine

Public law organisation Belgium, Germany

Non-profit foundation Denmark, Poland

Public private law institution Spain

Foundation Romania

Municipal enterprise Greece

Non-profit making companies Lithuania

Company limited by guarantee of local | United Kingdom

authorities

Limited liability company Germany

Public limited liability company Ireland, Netherlands, Greece, Italy

Public-private joint stock company Portugal

Limited company Sweden

Joint stock company Estonia, Poland, Slovakia

Mixed Economy company France

Source: prepared based on EURADA, 1999a
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The legal form and legitimacy of RDAs differs from one country to another and also one
region to another (Table 3.4). There is special legislation in some countries like France,
Spain for the legitimacy of RDAs. In other regions and countries the legitimacy are give
by the setting up the agency by the State or depending on outline legislation. However,
generally they are public institutions governed by private law for reasons of both financial

and staff management flexibility.

3.1.3.2 Management

The internal organisation of a RDA consist of two bodies and it depends on the
assignment, the budget and human resources that it has. First one is the Statutory bodies
which may include the General Assembly, Board of Directors, Audit Committee and
General Manager. Second one is the working groups, which is organised on subjects that
need to be handled only once or committees, which can be established for certain

important items or for technical matters (EURADA, 1999a).

The impact of the RDAs depends upon the dynamism of the organisation which is partly
drawn from the leadership of the Board and more from commitment and drive of the staff
(Hughes, 1998). Board of Directors is elected by the shareholders of the RDA and formed
from the representatives. Sometimes an Executive Committee smaller than the Board is
established because the composition of the Boards of Directors is complex to day-to-day
management. The Board has assignments like approving strategic plans and budget and
evaluating the impacts of RDAs work. It is mostly composed of non-technicians who have
common objectives and expressed them in an operational way. From the European cases
we can see that the directors are elected mostly from politicians, public and private
operators, representatives from enterprises and from dominant sector of economic activity,
unions, local or regional banks, universities colleges, training bodies. A most important
function of a Board is to select the General Manager. The function and also the characters
of the General Manager are very important for the success of the RDA. In an addition to
be an executive manager, he/she is also responsible for external/internal communications
and public relations. General Manager’s other important function is training of the
technical team (EURADA, 1999a). Recruiting the right staff with sufficient scope to
develop proposals and to implement them is a key element to the success of RDAs

(Hughes, 1998). Sometimes RDA can use certain services of external consultants. An
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agency staffing size can vary according to its budget and from one agency to another and

irrespective of size all agencies are organised basically on functional size (Yuill, 1982).

Table 3.5: Organisations by size

Size band Staff Funding(£ million)
Small -20 2,5

Medium 21-100 2,5-25

Large 101-500 25-500

Source: Halkier and Danson, 1998, pg: 30

3.1.3 Funding Resources of RDAs

Most agencies funds take the forms of grants (Yuill, 1982). The source of the budget of a
RDA in European countries differs from one to another depending on level they operate
(region, municipal agency etc.), the legal form they have, and the range of service they
delivered. In most of the European countries the RDA created by the local and regional
authorities receive direct funding from the political sponsor (EURADA, 1999a). Political
sponsors mostly covers agencies running costs and also major capital expenditure
programs. In addition to that there are other funding sources open to the RDAs. EU
finance may be available and agency may generate its own income such as in the form of
rental incomes on equity investment or charges for services rendered (Yuill, 1982). Also
in some countries they participate in tax revenue raised in the region. When a RDA is
created as a joint stock company, the founders put up some initial cash, services or
properties. When full funding for the operation of RDA can not be provided, it’s funds

come from the external revenue.

The funding opportunities of a RDA can be classified into four main group :
e Direct funding from political sponsor
e Indirect funding from political sponsor: rooms, communication facilities, staff free of
charge
¢ Funds from services and external revenues
- taking a participation in the capital of SMEs
- invoicing consultancy or support fees to the
SMEs
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- real estate and property management and
development

-  giving consultancy services to local and
national government

- providing training

- organising seminars

- sponsored activities =~ and  managing
government programines

- management fees from venture capital funds

- services for foreign investors or companies

- management of incubators, industrial parks

e International funds or projects (such as EU programmes) (EURADA, 1999a).

3.1.4 Policy Action Areas of RDAs

In the 1950s and 1960s, RDAs involved in the economic development by attracting
foreign investors and managing industrial parks. Later they also began to offer both
financial and non-financial services to local and regional companies by alone or in
partnership. They also began to manage the specialised infrastructures (business centres,
incubators, relay workshops and science parks) (EURADA, 1999a)

There are generally five main categories of strategic actions of RDAs: 1) financial
assistance to business; 2) provision of premises for business and business-related
activities; 3) advice, assistance and encouragement to SMEs; 4) projects to increase the
long term capacity of the region to develop; 5) social and community improvement.
Particular importance is how strategic elements are packaged. Currently the most high-
profile packaging is to attract inward investment. RDAs are also involved in the
international networks to identify and nurse the target economies and companies; the
delivery of an integrated seamless local package; a strategy to create regional external

economies; the creation of a mutual confidence between inward investor and region

(Hughes, 1998)

According to Halkier and Danson policy areas of RDAs have been distributed into three
groups according to their strategic orientation (Table 3.6). First there is the traditional
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measures which are central complementing or replacing the redistributive policies of
government by facilitating the import of growth from the outside of the region. Second
one, new measures, is not found in the traditional armoury of central government and
primarily aimed at stimulating the growth and competitiveness of endogenous firms.
Finally, there are a small number of policy areas for which the strategic nature is so

variable that classification is not possible.

Among the RDAs all over the Europe balance between traditional and new policy areas
vary greatly (Table 3.7). Some of the agencies involved in both traditional and new
activities while others concentrate heavily on policy programmes involving a particular
type of resource or strategic orientation such as either promotion of inward investment or
advice to regionally based firms. Therefore, the overall picture is heterogenous as can be
seen from the table below (Halkier and Danson, 1998).

Table 3.6: Growth strategies and policy areas

Strategic orientation Resource Policy area
Traditional Advice Investment attraction
Access to grants
Infrastructure General factories
New Advice ' General management
Markets
Production/technology
Finance Equity, loans, etc.
< Infrastructure Science parks, etc.
Training
Other Finance Own grants
Grant administration
Infrastructure Land renewal

Source: Halkier and Danson, 1998, pg: 33
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Table 3.7: Organisations by profile (%)

Degree of specialisation Primary activity
Traditional New

Specialised 27 43

Mixed 13 17

Source: Halkier and Danson, 1998

The potential for integrated policy implementation of development structures is also
reasonably distinct in European countries. Within the individual region, policy integration
can be achieved either by concentrating most policies within one agency, multi function
approach, or through a network of separate agencies spursuing a more limited remit, a
single function approach. Among the European countries, small ones appear to favour
both Aéingle function agencies and multi function agencies on the other hand large Western

European countries are generally characterised by multi function agencies.

As a result three basic model exist in Europe (Table 3.8). The homogenous single
function is involving primarily endogenous oriented strategies and relatively small
organisations. The homogenous multi function approch is involving broad policy profiles
and relatively young organisations. The heterogenous multi-function approach is
involving a variety of policy profiles and relatively large organisations (Halkier et. al.,
1998)

Table 3.8: National policy patterns: policy profiles and policy integration

Method of policy integration Strategic diversity <
Single function agencies Homogenous /
Multi-function agencies Homogenous Heterogeneous

Source: Halkier et. al., 1998
3.1.4.1 Activities of RDAs

One of the major task of a RDA is developing and implementing a strategic regional

program/plan for its territory. Regional strategic planning is the determination of medium
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term strategic choices for economic, social and cultural development and the resources

required for reaching it, the systematic consideration of existing local capacities, while
determining their rate of use and identifying those that still need to be acquired and an
orderly and formal set of operations which can employ existing strengths of the

various actors in the region.

The process of regional change is taking place in a global environment, which is itself
subject to rapid change and fluctuation. With world trade currently growing more than
twice as fast as world output and foreign direct investment growing four times as fast,
national and regional economies are being exposed to international influences in a way
never conceived of in the past. Development cycles are getting shorter, there is more
emphasis on value added output, greater demand for highly-trained and flexible workers,
long-term full-time employment is declining, short-term contractual employment and self
employment is rising and employment across sectors is changing rapidly, for example in
the growth of cultural sector. These issues and many others have to be factored into
regional economic strategies (Bridges, 1999). If a region is to develop the flexible and
dynamic strategy needed for success, faster political, environmental, technological and
economic changes, large number of factors influencing economic development, important
number of actors in regional economic development must be fully understood (EURADA,
19992). Key tasks are: to improve individual capacity through education, training, work
experience and the development of entrepreneurship; to improve the quality and capacity
in communities through physical regeneration, the strengthening community organisations
and community based business and to secure better performance from organizations in the
public and private sectors through the role of technology transfer, increased take up of
information and communication technologies and higher value added output. Bringing
these two sets of relationships together is the next task. To achieve all this requires a
bottom-up approach for developing regional strategies. Improving the performance of
individual regions radically is not only extremely challenging in terms of what has to be

achieved, but also in terms of devising the means to achieve it (Bridges, 1999).

Besides the regional strategic programming, RDAs activities are classified into six major
group:

s Endogenous development

e Attracting foreign investment

e Services to enterprises
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e Services to local and regional authorities
e Trainning activities

e International activities

Endogenous development activity group is exist in most of the RDAs to reveal the
endogenous potential of the region in both nationally and internationally (Table 3.9). In
these action area RDAs have activities like collection data about the endogenous potential
for both to the local authorities and enterprises, infrastructure activities like environmental
protection, development of endogenous potentials like tourism and nowadays which
becomes more important, development and management of infrastructures like industrial
parks or free enterprise zones, technology and science parks, incubators, business and
innovation centers. Among the 102 EURADA members the studies and planning group
activities are provided at most and among them economic or sectoral studies and
conceiving development plans are actions conducted around 80 % of the RDAs (Graph
3.1). In the assesment of resources group activities database on local enterprises was the
top action of the member RDAs (Graph 3.2). Moreover half of the RDAs manage
industrial and technology parks as infrasturctures and carry out sectoral industrial actions
and develop tourism as endogenous resources (Graph 3.3- Graph 3.5). The least conducted
activity are related to the infrastructure linked activities (Graph, 3.4).

8

Economic or Conceiving Collection of Prospective Evaluations
sectoral studies  development statistical data studies
plans

Graph 3.1: Studies and planning’

! The graphs in this chapter prepared according to the data in Appendix A
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Endogenous development activities

Table 3.9
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Graph 3.5: Development of endogenous resources

The second activity group is the attraction of foreign investment which is undertaken by
the large majority of RDAs. RDAs used some specific tools to attract the capital to their
regions. They use these tools directly like setting up offices abroad or indirectly like
cooperating with specialized national institutions, information campaigns and

participating in specialized trade fairs or exhibitions (Table 3.10).



Table 3.10: RDAs policies to attract foreign investments

Direct . Indirect

e Face to face contacts e Embassies

e Specific missions o Exhibitions and events

e Offices abroad e Inter-mediate agencies

e Direct marketing o Indirect marketing

e  Workshops and seminars e Partnerships (Chambers of
Commerce, local authorities, etc.)

e Financial inter-mediation e Environment and quality of life

o Financial warrants ¢ Human resources

e Technical assistance e Presence of research centres

e Location availability (Universities, industries, etc.)

o Fiscal advantages

Infrastructures

Source: EURADA, 1999a

The third activity group is nowadays becoming one of the most important and RDAs
specialization activity among the others in European countries (EURADA, 19992). RDAs
support enterprises for the development and wealth of its territory as an objective and a
strategic policy. There are a lot of classification of services given by RDAs to the
enterprises from different view points such as intangible, tangible and financial services or
consulting, financial and infrstructure services. More generally, the services to enterprises
may be divided into two major group; non-finacial services and financial services. Also
non-financial services can be classified into three sub-group; services to existing
enterprises, services to SMEs in the start-up phase and to the potential entrepreneurs and
internationalisation of SME services. .
Nine functions are identified in the services to existing enterprises. These are
management, production, transfer and dissemination of technology, network promotion,
information and communication, research, personal, sales, operational services (Table
3.11). Under that function areas RDAs by given services of consultancy, infrastucture and
trainning, try to develop the existing SMEs and stimulate enterprneurial sprit. Some of the
agencies also provide research activities. Generally these are large agencies with respect
to size (Yuill, 1982).

If a RDA want to give services to the start up firms, it has to be considered the factors: the

motivation and driving sources behind the establishment of an enterprise such as belief in
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higher income, self realisation and enterpreneurial environment, the obstacles to start-up
and expansion such as lack of capital, lack of demand, social taxes, major financial risks,
and the factors necessary for success such as management experience, commercial know-
how, strong motivations, education, networking, use of consultants (EURADA, 1999b).
To the start-up firms agencies have various policy action areas. First policy area is
instilling an entrepreneurial spirit in the population by means of local campaigns, local
press, radio, television or poster campaigns. Second area is identifying potential
entrepreneurs in order to offer them information on procedures for setting up a business
such as assist for drafting a business plan, assist for developing prototype. Next area is
training future entrepreneurs. This training covers management or is aimed at a certain
target group. Assisting the first steps of a company in the form of guidance; expertise and
logistics, providing short term premises or providing details of property when the
enterprise develops, financing the first steps of the business, cooperating with universities
in order to encourage spin-offs is other action areas of RDAs given to start up firms
(Table 3.11-Continue) (EURADA, 1999a).

The last non-financial service to enterprises is internationalisation of SMEs. RDAs may
offer different type of services for promoting the internalisation of enterprises. These
services are information and promotion services, trainning services, custom tailored
services and specialist collective services. Information and promotion services include
services such as organising mission abroad, hosting foreign enterprise missions to the
region, setting up systems for assisting in participating in trade fairs or for financing
internationalisation activities. Trainning actions may include such as specific seminars and
advice to enterprises to improve the performance of enterprises in the field of organisation
and flexibility as regards of products and production. Custom tailored services are mostly
indivudualised services which include exchange of enterprise profiles, bilateral contacts
between enterprises, granting personal advice and financial assitance. The last service
specialist collective services is a kind that grouping the internationalisation assistance
services within a specific association or exporters club which provide export, trademark
and label, design and technology services (EURADA, 1999b). Among the 102 EURADA
services more than 80 % gives consultancy services for developing existing enterprises

and for setting up enterprises (Graph 3.6).
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Table 3.11: Non-financial and financial business sevices ~Continue

Services to SMEs in the start-up phase

and to potentlal entrepreneurs

SME Internationalisation

Instilling an entrepreneurial spirit in
the population

Media campaigns : local press, radio
and television, or even poster
campaigns :
Training future entrepreneurs
Identifying potential entrepreneurs
Assisting the first steps of a company
in the form of guidance, expertise or
common clerical services

Financing the first steps of the
business

Co-operating with universities in
order to encourage spin-offs

a) Commercial Activities

e Exporting
Agent and distributor
e Franchising

e Co-contracting
b) Processes
¢ Joint production
Subcontracting
Joint tendering
c¢) Technological Activities
e License
Technological development
e Technology transfer
d) Financial Activities
Joint venture
Acquisition
Merger
e) Relocation

FINANCIAL SERVICES TO ENTERPRISES

Loans

Acqusition of holdings (venture capital, seed capital)
Grant of guaranteed or mutual gurantee systems

Hire purchase

Interest-rate subsidies

Loans with interest-rate subsidy
Tax concessions

Export subsidies

Source: prepared based on EURADA, 2002
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Consultancy
For export

Fordeveloping existing enterprises
For setting up enterprises
Participation in fairs/exhibitions
For technological development
Information centres on aids
Fortechnology transfer

Transfer, takeover, combination of

enterprises
Restructuring enterprises in
difficulties

Representation office abroad
Sub-contracting matching centres

Graph 3.6: Conéultancy services

The second major area is financial services as mentioned above. In some countries,
development agencies have direct management of financial instruments (Table 3.11-
Continue). On the other hand in other countries they limit themselves making the
applications to regional/local authorities which grant the support. Loans, subsidies and
acquisition of holdings are the most used financial instruments by RDAs (Graph 3.7). In
some situations specific bodies have been set up to finance enterprises. For example,
beginning from the 1990s in most of the Northern European countries RDAs started to set
up “business angels” networks or informal venture capital schemes. Informal venture
capital is risk capital for small unquoted private companies supplied by private investors,
often called Business Angels. The great strength of Informal Venture Capital is that in
most cases, Business Angels can provide business skills and contacts in addition to
finance in an area predominantly avoided by traditional Venture Capital”’(One-London,
2002) Business angels” networks provide services like:

e Database of investors

e Matching system

o Establishing business angels clubs

e Investment forum

e Newsletters

e Preparing SMEs for contacts with business angels.
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capital,seed  gurantee

capital) systens

Graph 3.7: Direct financial support

Next activity group of RDAs is services to local and regional authorities. RDAs provide
two major service to the local and regional authorities. First one is consultancy. Second
one is managing or conducting files on the behalf of these authorities. In these second
group RDAs provide services such as managing the loans and financial grants of
authorities, searching for foreign investors, profiling analysis. Except the profile analysis
half of the EURADA member RDAs are provide these services (Graph 3.8).

Most of ‘Fhe RDAs provide a range of trainning action for potential enterpreneurs as the
fifth acti;'ity group, SME managers and fragile groups. In specific circumstances like
sharp decrease in employement RDAs provide trainning for people made redundent. Some
agencies involves in assesing skill needs (EURADA, 1999a). Trainning for the business
managers are provided by half of the RDAs (Graph 3.9).
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Graph 3.9: Trainning actions

Last activity group is international actions of the RDAs. RDAs in Europe and in the world
participate in networks, programs and projects. The international actions of the RDAs are
classified into five major group which were participation of Community programs,

participation in European networks, participation in actions outside the EU, consultancy
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services within the framework of EU to the countries outside the EU, implementation of

projects (Table 3.12).

Table 3.12 International relations of RDAs®

Participation in | Participation | Participation in | Consultancy Implementation
Community in European | actions outside | services within | of projects
Programs networks the European | the framework

Union of EU / Third

countries
relationships

¢ ADAPT ¢ BC-NET ¢OUVERTURE | «PHARE ¢ INTERPRISE
e Art 10. ERDF e SPRINT /ECOS o TACIS *CRAFT
e Art 6 ESF e VALUE «COOPECO ¢ AL-INVEST eRITTS
oCSF Obj. 1 ¢ Euro-Info- oMED-INVEST
¢ CSF Ob;. 2 Centres
¢CSF Ob;. 3 o EURADA
«INTERREG e BRE
*KONVER o BC-NET
*LEADER e EGLEI
*LEONARDO * CERRM
sNOW o TII
«HORIZON e ERIDO
¢ YOUTHSTART |+ EBN
«SME
*RECHAR
oREGIS
*RENAVAL
*RESIDER
*RETEX
¢ SOCRATES
«TELEMATICS
+URBAN
«PESCA

Source: prepared based on EURADA, 2002

One of the important networks in the Europe, which RDAs engaged, is the EURADA. It is
set up in 1991 and supported by the European Commission (Halkier and Danson, 1998). It
is a non profit-making organization aiming to promote regional economic development
through dialogue with the European Commission services, interchange of good practice
among members, transnational co-operation among members, and regional development
agencies as a concept. EURADA has members around 150 development agencies from 25

countries of both the European Union and Central and Eastern Europe (EURADA, 2002).

2 See Appendix B for description of the programs, projects and networks.
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Not all the function areas described above was realized all of the agencies in Europe. The

style of functions and roles performed by regional agencies have varied considerably over
time and between places. In fact the activities and services of a RDA closely related with
its funding resources, size and both regions and companies characters in its territory i.e.

endogenous factors.

The functional variations have affected by a number of factors such as the political and
cultural regimes evident in regions or nations, performance of region in atracting inward
investment, and the absense or presence of other authorities, organizations and bodies in a
region. Also another important factor affecting the function of agencies is the existing
institutional capacity in a region (Danson et. al., 1993)

Most of the activities in these action areas are information and advice services as
mentioned above in the policy areas section. The information provided by RDAs is aimed
at potential investors, existing enterprises, regional and local authorities and consist broad
background material of region like specific information on potential sites and factories,
labour resources, transport and infrastructure facilities, available financial incentives and
new technology. The information service approach differs from one agency to the other.
For example this difference appear in the publication of information. In most of the
agencies the information provided is free. On the other hand, the importance of this
function is high because information services of an agency is the initial contact with local
actors in its territory. Another extention of the information services is the publicity and the
marketing of the region (Yuill, 1982). Regional marketing should be well targetted in
order to enable the agency to make the advantages of the region known to any potential
investors, to internationalise the region and to promote a new image of the region.
Sometimes the marketing of the region is carried out by distributing directories or other
reports of enterprises (EURADA, 1999a). In addition to that it also includes tools such as
seminars, conferences, trade fairs and direct presentation to firms and advertisement.
Another important activity is providing large promotion campaigns for the regions’ SMEs
products which are incapable of individual campaings both in the nation and abroad. In
some agencies intermediary services seen as part of information services, part of
consultancy and advice. Most of the agencies in Europe has contact with regional and
local authorities and private sector. RDAs has a supply of contacts with regional and local
authorities regarding fiscal and financial aids, site provision and supply of public utilities.

This brokarage function is primarily concerned with establishment of contacts for firms.
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Also it extends beyond and include activities, trade, co-operation and partnership
between producers users and partners like encouragement of mergers between firms and
establishment of new manufacturing capacity with both domestic and foreign partnership.
Intermediation of ideas is another form of service whereby agencies actively search out
new investment opportunities and fields for further development and then place these
ideas with appropriate firms (Yuill, 1982).

3.1.5 Factors That Affect the Effectiveness and Success of A RDA

There are seven factors, which influence the effectiveness of a RDA. According to Maude
and Beer (2000) the first one is the adequacy of funding arrangements which affects
management and planning activities, strategic planning, support of sufficient staff to carry
out the core functions of development agencies. RDAs with little or no core funding spend
much of their time chasing funding rather than implementing programs. Second, staffing
is another factor affecting the RDAs effectiveness. Having sufficient staff to carry out the
core functions of the agency and staff with the appropriate skills is important for the
success of RDAs. The ability to engage in some form of strategic planning is the third
important determinant of RDAs’ effectiveness. Agencies need to establish strategic plans
in order to set priorities and present a coherent vision for the region’s development. Next
factor is legitimacy and empowerment. The RDA must be seen as a legitimate
representative of its territory and have local business support. For a RDA to be effective it
is crucial to get support from the bottom-up local business and top-down national
government. Empowerment comes from the funding which gives RDA capability, through
the community support which gives them recognition and legitimacy, through the
composition of management board which can give agency credibility with local interest
group and through good leadership which gives an authority and acceptance with its
territory. The involvement of the local business is the fifth factor shaping the effectiveness
of RDAs. Some practitioners believed that RDAs boards must definitely include
representatives of local business, since the private sector and the local entrepreneurship is
the driver of regional development. Sixth factor influencing the RDAs effectiveness is the
tasks undertaken by a RDA. The agency must be involved with the economic sectors that
are the main drivers of the regional economy. Last important factor is the regional
coherence. If a RDA cover a region, which has common elements, it becomes easier for

the RDA to decide on common issues and goals and to gain community support. On the
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other hand, agencies whose region has very diverse and unconnected economies have

difficulties on these issues (Beer and Maude, 2000).

In a European Commission document some conditions for how a RDA operates
successfully clarified as follows:
e A local support structure for initiatives:

- Stability and permanence

- Promoting co-operation between public and private sector actors and additional
grouping together of rural and urban public authorities

- Facilitating the interchange between territorial and sectoral policies

- Promoting a comprehensive approach to development.

¢ Finance encouraging:

- Promoting the local investment by seeking better adaptation of financial
instruments to the projects and taking account of the strong advisory role

- The contribution of public finance to the local areas by expanding the
mechanisms for global subsidies

e Meeting the needs of the productive fabric:

- The introduction of resource centres to strengthen dissemination, innovation,
vocational training, resource to expertise and reduction of administrative
procedures.

e Co-operation and incorporation in exchange and transfer of networks:

- Artificial or sleeping partnerships

- Strengthening the networking of the actors involved in local development through
the creation of a techmical support structure (EC, 1995 quoted in EURADA,
1999a).

3.1.6 Relations with Other Actors in Their Local/Regional Territory

RDAs must have close links with local and regional groups to be efficient in its economic
development objective. These links have importance for the financing of the agency and
durability of its functions. In its territory it has linkages with both public authorities and
private sector. With local and regional authoritiecs a RDA has linkages that may be
institutional, financial and accountable. Moreover, also with private sectors RDAs have

this linkages. Local partnership is important for RDAs in order to stimulate economic
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development. For example, when managing some specific projects an agency can
organise public-private partnership (EURADA, 1999a).

Relations with the universities and the education system are also important for the
functions of RDA. Universities are the paces of storage for knowledge about the future V
economical, social and technological trends need to be explored to help the region’s
development. Also they act as a gateway to global information and tailor this information
to meet the needs of different sectors of regional economy. RDAs need to explore
mechanisms with universities for tapping into this knowledge. Joint research between
RDAs on the strengths and weaknesses of the economy can be a useful way of building
the relationship. In addition events like a regional future search conference involving staff
from the university and public and private sectors within the region is another possibility
(Goddard and Chatterton, 1999). Vocational training is another area, which RDAs can

benefit from the universities.
3.1.7 Relations with European Union

European Community is an important source of finance for RDAs of both member states
and other countries. The RDAs has generally relations with EU in three channels:

e The implementation of relevant Community policies:

- Implementing the Structural Funds: The RDAs are often involeved in the
definition of strategy and of priorities of the operational programmes. Depending
on the Member State, the RDAs are involved in implementing the operational
programs by the role of technical advisors to the project leaders or beneficiars of
the program or intermediars. Since 1988 RDAs mostly participate in Community
initiatives rather than managing or implementing operational programs.

- Managing projects in connection with the Community policies: An increasing
number of RDAs selected by the European Commission to implement innovative
or demonstration projects. The project areas are Community policies in favor of
SMEs, Research and Technology Development, education and vocational
trainning, assistance to or co-operation with non-member states.

e The management of Community credits and subsidies;

e The motivation for other economic actors to participate both locally and

regionally in Community programmes (EURADA, 1999a, EURADA, 2002).
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Certain RDAs give consultancy services and technical assistance contracts or provision
of services on the behalf of EC like PHARE and TACIS. Within the framework of
assistance programs for Central and Eastern Europe (PHARE) and the former USSR
countries (TACIS), the EC financed RDAs in many countries under pilot projects. In this
situation RDAs are considered as an intermediate structure able to favor and support at the
regional level transformation and transition of this countries. Another relation of RDAs
with the EU is that certain RDAs are managing representation offices with the Community
authorities in Brussels (EURADA, 1999a).

3.2 Changing role of the RDAs

In the 1990s development of a particular region is no longer the responsibility of just one
organisation, central government or a regionally based development agency . A range of
organisations involved in this process. Some of them are local some are regional and other
again acting on behalf of national or European institutions. Most of this agencies Will be
working together and involved in partnership arrangements with private sector actors and
organisations. Today regional development bodies would appear to be essentially
networked organisations , achieving their objectives by working in partnership with other
private and public actors (Danson et. al. 2000)

The fundamental change in the 1988 structural reforms showed a clear commitment to
partnership between the EU, member states, local and regional authorities in tackling
regional diffuculties. These reform led to greater decentralisation of decision making to
local and regional authorities. The concept of regional partnership be¢ame central to the
planning and implementation of Structural Fund programs. The increased interest in
economic development partnerships has been argued to be part of stimulating greater
bottom up development or developing endogenous potential compared with some former
top-down policies. In this partneship model for access to the Structural Funds become a
changing role for RDAs vis-d-vis the other organisation the regional development field

(Danson and Cameron, 2000).

The general characteristics of RDAs like flexibility and receptiveness to the specific
problems of indigenous industry within the region, pursueing public policies without
interventionism, more closely attuned to the need of enterprises may well compromised by

the increasing moves to partnership and formal networking.
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CHAPTER IV

REGIONAL DEVELOPMENT AGENCIES EXPERIENCES FROM THE
EUROPEAN COUNTRIES

In Western European countries the regional policy has existed since the 1950s. In the
1960s and 1970s regional policy was in the hand of the central government which
operated various programmes designed to redistribute economic activity in favour of
lagging regions and problem areas by means of financial incentives (Halkier, 2000). From
the 1950s to 1970s regional policy existed as an important part of the widening social and
economic intervention by governments. However it begun to change after the mid 1970s
with shifting of importance from the redistribution of economic activities to endogenous
development. Furthermore in the same time period the regional policy became multilevel,
with the increasing number of Regional Development Agencies (RDAs) and a widening
range of special purpose regional and local bodies (Batchler ve Yuill, 2001). Till the late
1970s, top down central government approach was the dominant form of regional policy
in Western Europe. However, with 1980s, the bottom-up initiatives where regional‘
organisations promoted economic development in their area through a host of policies,
many of which relied heavily on attempting to improve the competitiveness of
endogenous firms through various forms of advisory services and network building, has
increased (Halkier, 2000). One of the important reason of these bottom up approaches in
European countries is EU’s policy. Today, it is a fact that in all of the Western European
countries, RDAs, whether their reason of establishment, political areas change from one to

another country, are shaping the regional economy and development.

While Western Europe experienced these changes, the central and eastern part of the
Europe had another story. After 1989, market mechanisms replaced the central system in
the allocation of resources and that market forces was the sole principle for the regulation

of economic system, including its territorial structures for these post communist countries.
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The introduction of market economy revealed some strong features of regional
economies, exposed the weakest regions and increased regional disparities. As a result
after 1990s, in the Central and Eastern European Countries or transition countries new
type of approaches for regional policy have been appeared. In fact these approaches were
primarily an effect of the EU. Therefore, in the EU candidate transition countries a new
system of regional policy was designed according to the basic principles of EU regional
policy. The ad hoc responsive programs have been replaced with a comprehensive,
hierarchically organized framework of national strategy of spatial development and
regional development plans. In some of the countries like Poland and Czech Republic in
the late 1990s regional governments were established to implement these plans. Also in
addition to these newly formed regional government and central governments other
institutions also began to engage in the economic development area. In these institutions
RDAs, having different forms and context in different transition countries, appeares as the
most prominent ones (Sykora, 1999a). Today, also all of the transition countries like
Western European countries have RDAs. However, these countries experienced the
establishment of their agencies differently. Nearly all of of these countries have
difficulties in defining the functions and action areas of RDAs. It is a fact that the
establishment of RDAs in these countries is the result of the EU candidacies and related
policies. Furthermore, mainly the first established agencies were formed by the experts of
EU and financed by EU. 1990s are seen as a period of export of these type institutions
(Gorzelak et. al., 1998).

In this chapter the RDA experiences in Europe will be examined in two sub-heading. The
first group experiences are from the European Union member states and the second group

experiences are from the European Union candidate countries.
4.1 Experiences from the European Union Member Countries
4.1.1 RDAs in United Kingdom

The history of RDAs in United Kingdom (UK) begins in 1960s when the regional policy
was centralised and regional and national planning become more important. In 1965, the
Highlands and Islands Development Board (HIDB) and Mid Wales Development
Corporation forerunner of the Development Board of Rural Wales (DBRW) was
established. The Scottish and Welsh Development Agencies (SDA and WDA) were set up
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in 1976 and in 1977 DBRW. The Development Commission, a Standing Royal

Commission set up before the First World War, restored as The Rural Development
Commission in 1987. In 1991 SDA and HIDB became Scottish Enterprise (SE) and
Highlands and Islands Enterprise. Between 1977-97 the government control increased in
RDAs and they have only undertake projects on the government agenda. However, RDAs
can exhibit independence in different dimensions. They have the ability to make decisions
without reference to sponsoring department. They have issued critical reports on housing,

transport and planning policies (Hughes, 1998).

In UK the regional thinking mostly stimulated by the decisions at the macro level through
the EU’s “Europe of the Regions” policy. Early 1990’s became a period of development
of new institutional structures, a stronger regional dimension to national policies and
encouragement of institutional collaboration on a regional basis (Deas and Ward, 2000).
“The fragmentation of the public realm arising from privatisation, the establishment of
arms-length agencies and the marketisation of public service, when taken together with a
limited and poorly co-ordinated presence of government departments” (Mawson,
2000:14), increase the need to improve the regional governance. On the issue of the
devolved regional administration UK operates one of the most centralised state systems in
Western Europe. On the other hand, despite the absence of European styles, the regional
government in England characterised by an extensive level of regional governance
(Lynch, 1999; Jones, 2001).

In 1991, consultation paper “Devolution and Democrﬁcy” of the Labour Party outlined the
English regionalism due to the democratic deficit at the reg;onal level, the need for more
effective and accountable regional structures for accessing EU funding resources, and the
requirement of development agencies to promote economic development. In 1994
Conservative Government launched its network of 10 Government Offices (GORs) for
Regions. GORs succeeded in Single Regeneration Budget Challenge Fund, securing
greater integration of the management of European funding, the establishment of the
networks of Business Links and facilitating local and regional partnership to secure policy
development and implementation. On the other hand some areas of public policy remained
outside the influence of GORs (Mawson, 2000). The demands of European regional policy
were a key factor behind the establishment of integrated GORs because European
Structural Funds required a form of regional collaborative working, institutional capacity

and regional strategy (Gibbs and Jonas, 2001). In addition to the 10 GORs, regions in
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England governed by a variety of regional institutions such as water authorities, health
authorities and a variety of public organisations dealing with economic development like
Training and Enterprise Councils (TECs) and Urban Development Corporations (Lynch,
1999). In 1995, Labour Party consultation document “ A Choice for England” was
published in which the case for making GORs and other agencies more open accountable
to regions is discussed and regional assemblies or chambers proposed as a solution
(Mawson, 2000). In 1996 a second proposal came from the Labour Party in the form of a
report by Regional Policy Commission in which establishment of RDAs working under
the control of elected regional chambers/assemblies were suggested (Murdoch and Tewdr-
Jones, 1999).

In 1997, after the British General Election, with the New Labour Party government a
stronger regional dimension to the policy was established (Deas & Ward, 2000). As a part
of comprehensive UK devolution agenda alongside the elected Assemblies of Wales,
Northern Ireland and London and a parliament for Scotland, Labour government policies
for English regions formed around RDAs and possible future development of elected
regional assemblies (Jones, 2001; Gibbs, 1998).

The rational of the RDAs was developed in the White Paper “Building Partnership for
Prosperity: Sustainability, Growth, Competitiveness and Employment in English Regions”
published in 1997 (Mawson, 2000). The White Paper recognised that conventional
regional policy was not working. Regional policy was criticised for being neither policy
nor regional. Emphasis shift away from the national framework towards the root causes of
economic under-performance, many of which lay within regions. The White Paper laid out
a framework for the development of new policies and mechanisms to tackle it. The new
policy framework called for establishment of RDAs in each English region and also
development of regional economic strategies to examine the reasons behind economic
under performance and recommend programmes for recovery; closer integration of a wide
range of Government programmes at a regional level (Bridges, 1999). The agencies
absorb the existing bodies of Rural Development Commission and English Partnerships.
They are modelled from the experiences of SE, WDA, Northern Ireland Development
Agency and Northern Development Corporation (Gibbs, 1998).

The eight RDAs in each England region were established under the 1998 Regional
Development Act and began operation in April 1999 (London Development Agency
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began its operatidn in 2000 after the development of Greater London Authority). RDAs

are non-departmental public bodies accountable to ministers and the Parliament (except
London Development Agency). They operate with existing powers transferred from
central government with only limited additional public funding. They have taken over the
powers of English Partnerships and the Rural Development Commission in land and
property development, inward investment and promotion policies of English development
organisations (Mawson, 2000). Furthermore, some of the functions of the GORs and other
regional bodies transferred to RDAs. Although RDAs were taken some of the GORs
functions, GORs continued their existence and the activities of the two organisations are
expected to be complementary. They do not take powers from the local governments such
as in activities like land use planning (Murdoch and Tewdr-Jones, 1999). Government
expect from the RDAs to operate as co-ordinating bodies in the economic development
rather than interventionist organisations (Lynch, 1999). For each Government Office
boundaries, there is a single agency. These agencies are not blueprints of one another.
They adapt arrangements according to their region circumstances. They have boards that
are composed of eight to fifteen members (Mawson, 2000). The boards were made up of
six people from business and three from local councils and rest from unions, voluntary
sectors and other interest groups (Murdoch and Tewdr-Jones, 1999). A Chief Executive is
heading day to day management. RDAs are free to adopt their own internal structure.
RDAs roles are mostly advisory and consultative (Foley, 1998). They have staff
approximately 150-200 in numbers. The government recognised that the success of RDAs
would be heavily dependent on skills, experience and background of their board members
(Mawson, 2000).

The objectives of RDAs are determined as five fold in White Paper :

e to promote regional economic development and regeneration;

e to advance business investment; efficiency and competitiveness;

e to increase employment levels;

e to assist with the development of relevant skills;

e to encourage sustainable forms of development (DETR, 1997).

RDAs were granted a range of powers to meet these objectives, much of which came from
a variety of existing government agencies and programmes as mentioned before (Deas and
Ward, 2000). The RDAs are charged with developing and implementing a regional
startegy alongside a range of regional actors and interests, with regional development

proposals to be achieved through consultation and public-private partnership (Lynch,
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1999). The regional economic strategy must lay out the priorities for the economic and

social regeneration of the region and provide a framework in which programmes can be

delivered to meet these five objectives.(Bridges, 1999)

Each RDA has the core functions as follows:

leadership in developing and implementing regional economic strategies, building
upon existing regional competitiveness partnerships; and developing a fuller
understanding of regional economies, including research, in an expanded form of the
function carried out by the Government Offices;

social, physical and economic regeneration, to gain the maximum benefits and spread
the benefits of economic development and investment, including administration of the
Single Regeneration Budget Challenge Fund, and the regeneration functions of
English Partnerships and the Rural Development Commission;

the economic development and regeneration of rural areas, addressing remoteness,
integrating town and country;

taking a leading role on EU structural funds;

regional co-ordination of inward investment and other major investment/reinvestment
projects of regional/national significance;

providing advice to Ministers on Regional Selective Assistance;

business support, where the RDAs will monitor and provide a regional focus for the
work of Business Links;

the reclamation and/or preparation of sites, including the role now provided by
English Partnerships through its regional offices, and with reserve planning and
compulsory ptIrchase powers when necessary;

facilitating investments, with RDAs investing in projects as part of public-private
partnerships;

marketing of the region as a business location, in conjunction with the Invest in
Britain Bureau and regional partners;

promoting technology transfer, including maximising the benefits of the work of
higher education institutions;

improvements to the skills base of the region, including developing a regional skills
agenda and assessing the contribution of TECs towards regional objectives and

promoting training for major investments.
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Also they may contribute to policies and programmes on, ftransport, land use,
environment and sustainable development, further and higher education, crime prevention,

public health, housing, tourism, and culture and sports infrastructure projects.

Alongside the RDAs, regional chambers were established in each England region. In
White Paper a regional chamber is defined as “a body that includes councillors from the
local authorities in the region and representatives of the various sectors with a stake in the
regions economic, social and environmental well-being” (DETR, 1997:28). RDAs have a
duty to consult the regional chambers. Regional chambers were established because
government believes that an additional means of consultation with local people is
necessary (Foley, 1998). White Paper suggested that the local authority element within the
chamber should be dominant and should reflect the regional political balanced. However,
inclusion of representatives of various non-local authority interests groups with a concern

for regions success was also suggested (DETR, 1997).

The establisment of RDAs has tended to attract much greater support for the Labour Party
and solved one of the internal policy debates, the economic issues surrounding the failures
of traditional regional policy. However the RDA programme has been criticized on
different points. The first relates to the issue of accountability with the critisim that too
much power and authority is retained at the central level (Collis and Webb, 1999). In UK,
the functions historically fulfilled by institutions and actors of local state have been
conceded upwards to the regional level. This voluntary displacement of powers upwards
from local authorities, combined with the decision to endow RDAs with regeneration
powers of the sort formerly discharged at the local level means that the growth of regional
institutions cannot be seen as representing simply a modest deconcentration of
administrative responsibility from the central government. RDAs can distrupt existing
institutional linkages and encroach upon the carefully delimited territories of existing
networks of institutions and policy actors (Deas and Ward, 2000). When accountability
was discussed, comments focused upon the nature and potential effectiveness of the
mechanisms through which the RDAs are held to account for the use of the public sector
resources they inherited from pre-existing agencies and programmes. That discussion has
two strands. The first focused upon the extent to which RDAs are really accountable at all
or what degree of autonomy the business-led boards and executives of RDAs have to
frame and implement their own view of priorities. The second was more concerned with

how they can be accountable to Parliament and also responding to the needs and demands
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of stake holders and potential beneficiars of RDA programmes within their regions. In

eight of the nine English regions, RDAs have been created in advance of the establishment

of elected regional authorities. If regional government does become a reality,
arrangements for accountability may become much simpler as RDAs will effectively
become the executive arms of the new authoriries in respect of economic development

(Harding et. al, 1999). Over the longer term, the RDAs will probably become appendages

of regional assemblies; however in short to medium term they are accountable to central

government. There are concerns for the financial powers and the resources of the RDAs.

The resources available to the RDAs were initilally obscured by government’s

comprehensive spending review, that is funds of RDAs must be found through

transferring powers from existing agencies (Lynch, 1999). To sum up it arise four main
concern about the accountability of RDAs:

1. the extent to which RDAs will have freedom of manoeuvre, given the range of powers
of Secretary of State over them and detailed controls that can be attached by
government departments to the RDAs’ resources.

2. the extent to which government departments support the implementation of regional
economic strategies
the degree of fit between RDA startegies and those of local authority

4. the congruence between regional viewpoints and startegic frameworks produced by
the new regional chambers and RDAs’ regional economic strategies (Harding et. al.
1999).

Second and a related critism comes to their autonomy. Compared with other regional
government in the UK the RDAs are limited in their scope and capacity for autonomous
activity because their powers are either delegated from central government or come from
existing bodies. Critics have called for the strengthening of RDAs so they could work on
functions of the GORs and play a role in tourism, trainning, and power over Selective
Assistance, but all of these powers remain with central government or other quangos

(Lynch, 1999).

Third criticism relates to the RDAs provision of business driven regional economy with
the fear that focus on competitiveness will undermine the goals such as sustainability and
social inclusion. RDA programme can be introduced by government for encouraging and
facilitating the development of collaborative networks capable of nurturing untraded

interdependencies, facilitating institutional learning and thus enhancing competitiveness
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(Collis and Webb, 1999). UK New Labour Government made social inclusion a pillar of
its mainstream policies. On the other hand the run up creation of the RDAs seemed to be
in danger of ignoring this and positioning them in a narrowly economic role. Their initial
positioning was as business-led bodies dedicated to developing the potential of their
regions by restoring, promoting and sustaining regional competitive advantage and
improving the economic and social infrastucture. Though there was a specific
commitment to promote sustainable communities among their formal objectives.
However, for RDAs specifically to tackle the problems of social inclusion and new
resources of quality employment growth and to include development of social economy,
support for mutual organisations and co-operatives did not follow through into the formal
legislative framework. Indeed, more social responsibilities seems to have come through

the acceptance of a single voluntary sector representative on each board (Lloyd, 1999).

The last critism is on the composition of RDA boards. It is also problematic as the
secretary of State for Transport, Environment and the Regions retains control over the
appointments process for the RDAs as well as a range of controls over its powers and
functions. The RDAs are also intended to be business led meaning that business figures

will be strongly represented on their boards, rather than representatives of local authorities
(Lynch, 1999).

After the establishment of the RDAs, it became obvious that critics for the RDA program
have reflected the facts in some points. Because since their establishment RDAs have
faced a number of pressing contradictions, they lack the flexibility to respond the regional
needs. It is obvious that the key budgets and responsibilities transferred to RDAs came
mainly from the Department of Environment, Transport and Regions (DETR) while there
has been a resistance from the Department of Trade and Industry (DTI) and the
Department of Education and Employment (DfEE) to give up some regional
responsibilities such as control over Business Links, TEC budgets and influence over
Regional Selective Assistance (Mawson, 2000). Therefore, RDAs lost their role in
influencing economic actors through skills training by leaving power to TECs and
likewise enterprise and business support functions retained by the Business Links.
Without these actions RDAs are limited and lost their ability to become a proactive one-
step agency (Jones, 2001). Furthermore there are uncertainties in the future roles of RDAs
for European funding, strategies and regeneration activities between RDAs and GORs
(Mawson, 2000).
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More emphasis is put on the business leadership and regional innovation of RDAs but
they have enacted as subcontractors of central government. RDAs have a limited influence
over a number of executive functions relating to social regeneration, attracting foreign
direct investment which influence as only advisory functions (Jones, 2001). Furthermore,
it can not be denied that RDAs have strong links with central government instead of
regional actors. And this causes a challenge for the priorities of the RDAs economic
development goals with respect to priorities of central governments (Murdoch and Tewdr-

Jones, 1999).

Each RDA developed its regional economic strategy for competitiveness, showing local
awareness and discretion and highlighting the changes they made to the economic
development. But, in reality there can be no variation in RDAs regional economic strategy
and also implementation approach of their strategy. Therefore, this causes the problems in

implementation of regional economic strategy and social inclusion as well as cohesion.

The RDAs have not been given a block budget enabling them to fully shape policies to
local circumstances and have to negotiate separately with each parent department in
relation to the funding regimes they have given. As a result, depending on the public
funds, with limited flexibility and no statutory role to bring sustainable economic
development RDAs could have one choice to increase the competitiveness by focusing on

public money earmarked for regeneration to attract inward investors (Jones, 2001).

To sum up, RDAs functions have to be reviewed so that they have a clear responsibility
for their key regional development functions and they need to have greater budget
opportunities to make an impact on regional problems (Mawson, 2000). On the other
hand, it can not be denied that there are also a number of positive points behind Labour
party current approach to English regional devolution. There have been significant levels
of institutional emergence and development in the English regions, reinforced by RDAs
and regional chambers. In UK the RDAs future lies with the regional policy and there is a
scope to use RDAs as lead organisations to develop regional priority strategies for the
operation of EU Structural Funds. However, the major threat to their role as innovator is

that of becoming mainly delivery vehicles for central government policy (Hughes, 1998).
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4.1.1.1 London Development Agency (LDA)-London

The LDA was created in July 2000 as one of the functional bodies of the Greater London
Authority (GLA). It is a business-led economic development agency, working to the
Mayor to promote economic development and regeneration (LDA, 2002). The GLA is a
new and unique form of strategic citywide government for London. It is made up of a
directly elected Mayor and a separately elected Assembly. The GLA's main areas of
responsibility are: transport, policing, fire and emergency planning, economic
development, planning, culture, environment, health. LDA is responsible for the economic
development area. The LDA's powers derive from the Regional Development Agencies
Act 1998 as amended by the Greater London Authority Act 1999, but answerable to the
Mayor of London, not the Secretary of State like the eight already set up RDAs in
England in April 1999 (GLA, 2002).

In this respect, the LDA's aims are to:
e further the economic development and regeneration of London
s promote business efficiency, investment and competitiveness in London
e promote employment in London
e enhance and develop the skills of local people
e contribute to sustainable development (LDA, 2002)

Mayor directs the LDA to prepare an economic development and regeneration strategy for
London subject to his guidance and consistent with other strategies, consults on the draft
strategy then publishes and keeps it under review, gives directions and guidance to the
LDA on the implementation of the strategy and the exercise of its functions, appoints the
LDA Board, its Chair and the first Chief Executive, sets the administration budget for the
LDA and ensures that program funds from central government are properly managed by
the LDA.

While Mayor has this kind of relationship with LDA, London Assembly and Boroughs
have also some kind relationship as follows: London Assembly is consulted on
appointments to the LDA Board, on the economic development draft strategy, inspects
and approves the Mayor's budget and receives the LDA's audited accounts, scrutinises the
performance of the Mayor and the LDA, may provide some Assembly members to sit on

the LDA board. Boroughs work closely with the Mayor and the LDA to develop and take
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forward the Mayor's economic development and regeneration strategy for London, retain
powers to promote economic development and regeneration in their local areas (GLA,

2002).

One of the important tasks defined for RDAs in the Act and 1997 White paper is
developing Regional economic strategy as mentioned before. After the establishment one
of the first actions of the LDA is publishing an Economic Development Strategy for
London. LDA worked with key London organisations such as the boroughs, businesses,
voluntary groups, regeneration partnerships and training institutions to deliver this
economic development strategy. The Economic Development Strategy for London is the
outcome of a sustained program of preparatory work and consultations. Before the
establishmen‘::.o'f the LDA, the London Development Partnership consulted widely on its
draft proposals. In the light of the consultation process, the Economic Development
Strategy for London is based on the following four guiding principles. Also the Strategy
identifies the distinctive role that the LDA will play in delivering these various objectives
(LDA, 2002).

Economic Growth: Supporting London’s economic growth, both as a world business

centre and as a balanced regional economy.

Developing London’s role as a world business centre and European business capital
with multicultural diversity as one of its major strengths
e Ensuring London continues to support a broad range of economic activity
e Encouraging competitiveness, creativity and enterprise, particularly amongst small
and medium sized enterprises
e Modernising London’s infrastructure
¢ Creating new investment and land use opportunities for economic growtil
e Building on London’s position as a world leader in the application of information and
communications technologies
e Promoting and supporting the development of the social economy
Knowledge and Learning: Developing London as a city of knowledge and learning in
order to fulfil the potential of its people and its businesses.
e Working to improve achievement and standards in school age education
e Working with the further education and training sector to increase skill and
qualification levels throughout the population

e Increasing knowledge transfer and innovation in business
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¢ Promoting London’s universities and higher education institutions as one of its key
global strengths
Diversity, Renewal and Inclusion: Working to support London’s continuing renewal as a
vibrant and inclusive city, acknowledging the ethnic, cultural and linguistic diversity
of London’s people as an asset.
e Celebrating diversity, building equal opportunities for all and promoting good
equalities practices to produce long term business benefits
e Promoting social inclusion and renewal amongst all London’s communities
e Working to increase the employment rate amongst London’s most disadvantaged
communities
Sustainable development: Ensuring that London’s growth respects the need for social
progress, environmental protection and conservation of scarce resources
» Ensuring that the growth promoted in London is sustainable
e Working to achieve an urban renaissance in London
o Developing an environmental business sector and promoting green business practices
¢ Promoting Londoners’ health
e Improving community safety in London (LDA, 2001b; LDA, 2002)

The three main approaches that the LDA uses while practising these roles in London
Economic Strategy can be summarised as follows: to develop a framework of ideas to lead
the development and regeneration of the London economy, to deploy its own resources,
assets and operations in support of that framework, to achieve the maximum leverage of

other private and public resources against agreed and shared priorities (LDA, 2001b).

Furthermore there are six major areas defined as the expertise areas of the LDA. The first
of them is the community development and physical regeneration. Together with London's
sub-regional partnerships the LDA has considerable experience of community
development through the operation of the Single Regeneration Budget program which
currently supports around 200 projects focused towards the development of local
community capacity together with physical regeneration. Second area is the project
management and land development. The LDA has a team of property regeneration
professionals whose specialist skills range from financial and project evaluation to
surveying, engineering, planning, valuation and land assembly, asset management and site
and project cost monitoring. The LDA also has direct landholdings such as the Royal
Docks; Dagenham, Ferry Lane and the Royal Arsenal in Woolwich where years of decline
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and neglect have demonstrated the need for intervention to secure long-term sustainable

economic regeneration and development. Next one is the master plan development. The
LDA also has commissioned, consulted and negotiated the development of master plans
for the regeneration of London and securing local participation and ownership of
proposals. In this respect it implements earlier plans such as the Royal Docks, which
incorporates residential, business and leisure projects, and future projects, being assessed
with local partners within the Thames Gateway and at Wembley. Another area is inward
investment and growth businesses. Many of the LDA's physical regeneration projects are
aimed at promoting inward investment or enabling London's existing businesses to stay
and grow within London. LDA provides the business support infrastructure such as
Innova Science Park in Enfield and the Royals Business Park in Newham for business
growth. In addition to these businesses competitiveness is also defined as an expertise
area. The LDA has a small and specialist team to ensure that all government programs are
effectively co-ordinated. The team has expert skills in business evaluation to ensure that
support is targeted at small and medium sized businesses and to raise the quality of
business plans and survival rates amongst start up companies. Working with London
Business Link, the Small Business Service, the London Chamber of Commerce and
Industry, sub-regional partnerships and others, a network to achieve effective delivery is
the main focus of its activity. The last area is developing skills and employment. The LDA
has a team with considerable experience in addressing the skills needs in London.
Following the introduction of the Learning and Skills Councils, work will be increasingly
in partnership with these sub-regional bodies as well as London's businesses and further
and higher education sectors. Projects are currently funded and managed through the
Skills Development Fund and skills-focused Single Regeneration Budget projects and
examples include a regional initiative in support of tourism and hospitality and the

establishment of a centre for manufacturing excellence in Dagenham.

A Chair and Board has been appointed by the Mayor to run the LDA. Board is formed of
15 person. LDA staff comprise: former English Partnerships London staff, some staff
transferred from the Government Office for London (GOL); and newly recruited staff.
Some key and senior posts are filled on a temporary basis by GOL staff and agency staff
while recruitment takes place (GLA, 2002).

Funds to deliver the economic development and regeneration strategy are routed through

the Mayor. The budget comprises central government funds for regeneration, skills, land
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and property development, inward investment and regional innovation. Funding for the
program of activity directly supported by the LDA comes from Central Government. The
net total for the year 2001/2 is £277 million. In common with the other Regional
Development Agencies, this is currently linked to a series of centrally determined
programs:

* Land and Property

* Single Regeneration Budget

» Skills Development

» Inward Investment

* Regional Development

In addition, a separate allocation covers administration costs (staff, premises, etc.). From
2002/3 these separate funding lines will be merged in a single budget (‘The Single Pot *).
In principle, this will give the LDA greater freedom in deciding how to allocate its

resources in order to meet its priorities (LDA, 2001a).

4.1.2 RDAs in Ireland

Since 1973 January, Ireland is a member state of EU. From that date Ireland has been
prepared its regional development policies in co-ordination with the EU regional policy
and programs. In Ireland, the main emphasis of regional policy is the concentration on
regional capabilities. There is a regional dimension in the national policies and via

agencies these are co-ordinated (Yuill and Wishlade, 2001).

One of the most important of these agencies is the Industrial Development Authority

(IDA). Through eight regional offices, the IDA provides a significant resource to the small

business manager or the prospective entrepreneur. “IDA Ireland has national

responsibility for securing new investment from overseas in manufacturing and

international services sectors and for encouraging existing foreign enterprises in Ireland to

expand their businesses”. Its objectives are defined as:

e To contribute to Ireland's economic development by encouraging the expansion of the
existing base of overseas companies in Ireland.

e Convincing new overseas companies in manufacturing and internationally-traded
services of the value of investing in Ireland.

o Fostering the national objective of regional industrial development (IDA, 2002).
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In January 1994 another agency, Forbairt was established, because it was decided to

separate functions aimed at attracting overseas investment to Ireland from activities
designed to develop endogenous industry and there was a need to an agency concentrating
on the development of Irish Industry in all of its aspects and bring technology into the
main stream of the development of industry in Ireland. Forbairt places a particular
emphasis on promoting the development of the small business. Also the scope of

Forbairt's activities extends right across the manufacturing and services sectors. For small

business development it works on:

e encouraging positive attitudes towards enterprise at all education levels and
throughout society;

e providing direct financial support to help start-up companies and established small
businesses to expand capacity and grow profitable sales;

e helping a wide variety of manufacturing and international service companies to
enhance their capability and become more competitive by providing an individually
tailored

e range of information and consultancy products, of an advisory, technical and business
nature;

e playing a partnership role with other bodies involved in small business development
and

o fostering regional and community based development (Feeney, 1996).

In recent years Ireland has experienced a rapid growth mainly due to the foreign owned
high-tech sector which is a driving force of export growth. Also the sustainable
employment creation has positive effects on all regions of Ireland. Howev;r this rapid
growth has been some imbalance effect between and within regions and rapid growth of
urban centres and related problems (Lenihan, 1999). Therefore, a National Development
Plan (NDP) has been prepared for the 2000-2006 period to solve these problems. The
regional policy for development was defined in the NDP as “to achieve more balanced
regional development in order to reduce the disparities between and within the two
regions and to develop the potential of both to contribute to the greatest possible extent to
the continuing prosperity of the country” (NDP, 1999).

In July 1998, Forbairt ceased to exist and a new development agency called Enterprise
Ireland developed by the government for the endogenous industry of Ireland (Lenihan,
1999). Today, in Ireland IDA is the responsible agency for international services and
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industrial projects and Enterprise Ireland is responsible for small industries at the

national level.
4.1.2.1 Shannon Development

Before the 1950s Ireland Shannon Region had a strategic importance as the first suitable
landfall for the long distance air travels from the Unites States to Europe. However, when
the flying ranges increased due to the advances in engine technology and aircraft designs,
Shannon region lost its strategic role. As a result, in 1959, the Irish government
established the Shannon Free Airport Development Company (Shannon Development)
which had a role to provide an alternative way to the continuation of air transport activity
in Shannon. Although being an agency of state, it was set up as a limited liability company

with considerable freedom of action.

To set up the industrial and tourism infrastructures in the region, in the early years
company had to develop a range of new and exciting concepts and innovations. For
example, in 1968 company assumed responsibility for industrial development/inward
investment in the Shannon region. In 1978, it started a program to develop small
endogenous industry in the region. In 1984, National Technological Park at Plassey
inaugurated. In 1986, Limerick Food Center was opened. In 1990 Shannon Development
assigned responsibility for growth of aviation sector. In 1991, Shannon World Aviation
Park was opened. In 1994, Shannon Venture Capital program was initiated. In 1997,

Direct Marketing Centers were launched.

Today, Shannon Development is Ireland's only dedicated regional development company.
The company's brief is to develop industry, tourism and rural development in the wider
Shannon area, known as the Shannon Region which include agriculture, manufacturing,
tourism, construction, public services, traded services as the major economic activities.
This covers spanning counties Clare, Limerick, North Tipperary, South Offaly and North
Kerry, which collectively have a population of over 400,000 people (Shannon
Development, 2002b).

Shannon Development objective is "to initiate, participate in and support integrated
development that will achieve integrated economic growth in and throughout the Shannon

Region” and “pioneering regional development for the knowledge age” (Shannon
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Development, 2002a; 2002b). Now Shannon Development is an integrated company
responsible for:

» Continuing to develop and manage the Shannon Free Zone as a world class location for
international investment in manufacturing and internationally traded services.

* Developing the Shannon Development Knowledge Network — a network of leading-edge
technology business locations with direct linkages to third level educational institutions.
The network includes the National Technology Park in Limerick, Kerry Technology Park
in Tralee, Tipperary Technology Park in Thurles, Birr Technology Centre in Offaly, and
Information Age Park Ennis in Clare.

* Developing new tourism marketing programs and new tourism products in the Shannon
Region, in conjunction with the industry, to proactively respond to the many challenges
facing Irish tourism.

« Managing commercial tourism businesses, e.g. castle banquets and day-visitor
attractions, through a wholly owned subsidiary company — Shannon Castle Banquets &
Heritage.

* Leading and encouraging regional development at urban and rural levels to ensure

economic inclusion and balanced spatial development (Shannon Development, 2002a)

Shannon Development supports enterprise development through eight channel. First of
them is endogenous industry development. Shannon Development is responsible for the
development of Irish endogenous industry in the Shannon Region. The Region has over
750 Irish manufacturing and International Service companies employing in excess of
13,000 people. Specifically the company assists existing industry to build capability,
competitivéness and capacity to achieve increased sales and employment levels. In
particular it helps to identify and develop key industrial sectors and individual companies,
which have particular growth potential. The path to employment growth in the Shannon
Region chosen by Shannon Development involves the stimulation of many different
economic activities, with various interests coming together to make the fullest use of the
area’s human and natural resources. The Company has major programs to encourage
industries. Shannon Development operates a number of sectoral development programs to
develop the region's endogenous industry on a sectoral basis. Programmes are in place for
the development of a variety of industry sectors. A strong focus has been and will
continue to be put on the service sector because of its vital role in the process of wealth
creation, and in the competitiveness of the economy as a whole. In sectoral programs a

strong focus has been and will continue to be put on the service sector (Shannon
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Development, 2002b). The endogenous Engineering and Electronics sub-supply sector in
the Shannon Region is emerging as a significant element of growth in industrial
employment in the Region. Shannon Development will focus resources on developing
competitiveness and expanding this sector to strengthen the ability of this sector to create
jobs and to attain greater relative Regional advantage. The objectives will be to develop
the Shannon Region into a World-Class source of sub-supply for the Engineering &
Electronics Industries. Furthermore, enterprises in the Shannon Region are greatly assisted
by a range of incentive, financial and developmental supports and programs. The
Company is also prepared to invest directly in industry and has established a venture

capital unit to seek out suitable targets (Shannon Development, 2002a).

The second channel is food development in which Shannon development offers
enterpreneurs facilities to undertake the initial work for food products and help to
maximise the potential of new food products. In this sense, Limerick Food Center has
contributed to the Shannon Region's leading role in the Sector's business and enterprise
development since 1986. The Center provides:

e High-graded food production

e A suite of small processing and product development and testing.

e A Food development laboratory.

e An Agro-Business and Natural Resources development centre.

e A fully equipped processing hall for pilot batch production.

e A food information and research centre (Shannon Development, 2002b).

Third one is the international industry. The Industrial Development Authority (IDA)
Ireland is responsible for the industrial promotion of the Shannon region overseas.
However Shannon Development also has a role in promoting the Shannon Estuary as
international industrial location. Except the Shannon Free Zone IDA has the responsibility
for the new and existing overseas manufacturing and international service industries in the
region. On the other hand all grant payments in the region are made by Shannon
Development. It administers the payments for IDA in the region. (Lenihan, 1999)

Next one is the Innovation centre which is an integrated system for incubating and

growing high potential knowledge and technology intensive companies. Shannon
Development in 1980 established the Centre at the National Technological Park,

76



Limerick. It offers its clients a core range of quality business incubation and growth
programs and facilities:

e Campus Enterprise Program

. Inc_ubator Business Accommodation and Services

e The Digitech Business Development Program

e Mentor Program

e Venture Development Program

e Comprehensive Package of Client Support Services

Another one is the investment partners. The Investments Department of Shannon
Development fills the equity gap of small and medium-sized manufacturing and
internationally-traded service firms and tourism enterprises located in Ireland's Shannon
Region. The Department is also responsible for the development of a portfolio of strategic
investments in Shannon Region companies, which have the potential to achieve high

growth.

With offices at The National Technological Park, Limerick, Shannon Development's

Investment Department offers its client companies a range of investment products and

services tailored to meet their needs. Shannon Development's Funds are dedicated to

investment in export-orientated, manufacturing and international service firms in the

Shannon Region.

e Seed Capital Fund: Seed capital investment is available to companies with protectable
products or ideas, either at the research or development stage and which have
innovative products and ideas that involve the application and development of new
technologies.

o Early Stage Equity: Early stage equity funding is available to companies, which have
commenced trading and demonstrate the potential to achieve significant increases in
profit growth and performance and which are in the early stage of development and
require equity capital for expansion, product adaptation or market penetration.

e Venture Capital Equity: Venture capital equity funding is available to companies,
which have a proven record of success and demonstrate the potential to achieve
further profit growth and performance.

o Tourism Enterprise Fund: Shannon Development's Tourism Enterprise Fund is

dedicated to investment in tourism firms, which are in the early stages of development
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and which require capital for expansion, product adaptation or market penetration in
the Shannon Region.

e Business Angels: Business Angels are private investors, who generally have a
business background and are experienced entrepreneurs, business owners, company
directors, senior managers or business-related professionals. Business Angels usually
play an active role in the business, in which they invest by joining the Boards of the
investor firms, providing informal consultancy, and in some cases, they work in the
firms on a part-time basis. Business Angels are a major source of knowledge for the

firms in which they invest.

National Technological Park is a Science and Technology Park is another channel in the
enterprise development of Shannon Development. Since its inception in 1984, the
National Technological Park has become home to a growing and influential nucleus of
high technology and knowledge-based companies. 1.C.T., Materials and E-Business are
the dominant sectors at the National Technological Park.

Next one is the Free Zone. Shannon Development has provided the benefits given by the
Ireland Government within a package of supports for industry residence in the Shannon
Free Zone Companies in Zone benefit from progressive taxation concepts, which
recognize the particular characteristics of industry. Modern industry requires higher than
average skill levels and must have workers who are adaptable and flexible. The
availability of such a workforce is a powerful incentive for companies considering the
Shannon Free Zone. Shannon Development and local educational authorities has set about
generating the skills and disciplines required by the high technology industries. The
University of Limerick’s undergraduates are co-opted for a period of nine months

practical work experience in industry

The last is the tourism development. Shannon Development's Tourism Development is
divided into 3 main activities:

e The Tourism Product Development section implements strategies (support /
partnership / direct development) to secure targeted sustainable projects capable of
increasing numbers of discerning travellers and revenues into the Region. The section
also works in partnership with relevant public/trade organizations to pilot initiatives
and projects, which will improve the quality of the built and natural environment in

the Region and establish best practice models for wider replication
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¢ The Tourism Product Marketing Team tries to attract greater numbers of discerning
overseas visitors to the. The team also seeks to encourage visitors to stay longer and
to spend more time in the area, particularly during non-peak times. The Tourism
Product Marketing section works in partnership with all the Region's tourism interests
initiating, supporting and, where necessary, co-ordinating promotional efforts to
develop both overseas and home holiday business

o The core business of the visitor services unit is to provide information and a range of
services through a network of tourist centres in order to enhance the holiday
experience of visitors to the Shannon Region. Particular emphasis is placed on
developing the network, within a commercial environment, so that the services

provided are sustainable and continuously improved.

There is also two important function of Shannon Development. The first one is related to

the relationships with the EU. With its EU Affair Department, Shannon Development

promotes the general awareness of European developments within the Shannon Region
and ensures that the Region benefits to the maximum degree from the funding and other
supports available.

Its key objectives are to:

e Ensure a high level of information service is provided to manufacturing and service
industries, local authorities, development agencies, community groups and all other
relevant interests in the Region.

e Maximize the benefits arising from EU Community Initiatives and Programs
(Shannon Development, 2002b)

The second is a recent initiative started in 2001. Shannon Development Knowledge
Network comprises five technology locations developed specifically to support the
development and growth of technology driven enterprise in the Shannon Region. Shannon
Development has maintains the network with the third level institutions of the region. The
locations within the network include:

e National Technology Park Limerick,

e Kerry Technology Park (established in,

s  Tipperary Technology Park,

o Information Age Park Ennis,

e Birr Technology Centre.

79



Each location is dedicated to providing the fesources and environment in which ideas and

knowledge-based businesses are created, developed and succeed. Each has an Innovation
Works facility — ‘smart’ buildings, incorporating state of the art telecoms, and managed
facilities specifically focused on generating new high growth knowledge intensive
businesses. Each location comprises the business, education, and innovation (Shannon

Development, 2002a).

The legal statue of the Shannon Development is a company with subsidiary companies. Its
directors are appointed by the Minister for Enterprise Trade & Employment after
consultation with the Minister for Finance and the Minister for Tourism Sport &
Recreation. There are 11 directors in the board. A number of Board and Executive
Committees are in place to assist the Board and the Company in their tasks. These are:

o Audit Committee

e Economic Policy Sub-Committee

e Property Sub-Committee

e Executive Committee

o Senior Management Team

e Investment Committee

e Management Approvals Committee

e Rural Development Committee

The subsidiary companies has specific objectives relating to overall tasks of securing
sustainable economic growth within the Shannon region.

Shannon Castle Banquets & Heritage Ltd.: The Company is responsible for the
development and operation, on a commercial basis, of the Company’s day visitor
attractions and medieval banquets to the highest standards.

Kilrush Creek Marina Ltd.: The Company is responsible for the promotion and
management of Kilrush Marina as an integrated marine related tourism and recreational
services project.

The National technology Park Plassey Ltd.: This Company is responsible for the overall
development of the National Technological Park in Limerick, and draws upon inputs from
the Enterprise Ireland, Department of Enterprise Trade & Employment, and the private
sector, all of whom are represented on the board.

Shannon Estuary Development Ltd.: This subsidiary was established by Shannon

Development to focus on economic development issues specifically related to the
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Shannon Estuary. The Board is comprised of senior representatives from Shannon
Development, IDA Ireland, and from the four local authorities and the two port authorities
whose areas of responsibilities include the Shannon Estuary.

The average number of persons employed in integrated economic development activities

including wholly owned subsidiaries is 421. (Shannon Development, 2001)

Shannon development budget is formed from its sales of services, grants from central
government and funds from European Union.
By class of activity:
e Oireachtas Grants:
-Grant-in-Aid - Running Expenses
-Grant-in-Aid - Grants to Industries
-Capital Development Works - Grants
e  Grants from Industrial Development Authority Ireland & Enterprise Ireland
Other grants:
e ERDF Operational Programs for Tourism
e European Social Fund
e EU Program / Consultancy Income
e Business Innovation Centre Funds
e Rental Income
e Sales and Admissions
e Interest Income (Shannon Development, 2001).

<

4.1.3. RDAs in Austria

Unlike other European countries, many regional industrial policy still takes place at the
federal level in Austria. Since Second World War it has an rapid grown in industrial sector
which now form %30 percent of its economy. Despite of being a well performing country
it has some structural problems: a high share of manufacturing is competing with low-
wage countries, active internationalization is very low, large enterprises are either
subsidiary or state owned, technological position is low, interaction between business
sectors and within sectors is modest, also national and international co-operation is low
(Sturn, 1999). While the central government much involve in the financing of business
structure at sub-national level, several economic departments at the Lander have the

_responsibility for developing local business and innovation policy (Raines, 2001).
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Regional policy is not separeted from the other policies like technolgy or labour. Inspite
of being national, these policies has include a regional dimension in Austria i.e. each of
the nine Lander below the federal level has a regional development plan implemented by

districts themselves and aimed to develop their specific areas (Downes, 2000).

Austrian industrial policy is based on technology and includes: firms settlement support,
support for structural change, assistance in infrastructural projects, an export initiative and
some new initiatives in the domain of mobility and energy/environment. At the Federal
level the two ministries involve in industrial policy of Austria. These are Federal
Ministery of Science and Transport which co-ordinates the federal research funds and the
Ministery of Economic Affairs and Labour which is responsible for general technology
and innovation policy and mainly technology transfers. Publicly owned independent funds
are used as policy tools (Sturn, 1999). These funds are the Austrian Industrial Research
Promotion Fund which is a financing source for research and development projects and
innovation projects carried on by industry, Austrian Science Fund which is the central
body for the promotion of basic research, ERP-Fund which is the promotion and
supported loans for projects involving a high proportion of technology. Moreover, there
are institutions operating at the federal level for this kind of Funds. For example,
Finanzierungsgarantie Gesellschaft is a government owned financed institution bears the
risk of long-term financing of Austrian companies engaged in domestic and foreign

projects with company-specific, individually structured guarantees (SFG, 2002).

In recent years there was a regional and decentralized culture, which has both startegic
and institutional aspects, emerges at the Lander level of Austria (Raines, 2061, Sturn,
1999). New elements apperaed in each Lander of Austria such as emphasis on software
measuers like consulting, creation of industial and technologic infrastructure, network and
cluster policy, creation of RDAs with some degree independence from Lander government

(Sturn, 1999).

4.1.3.1. Styria- The Steirische Wirthshaftsforderungsgesellschaft (SFG)

Stryia is one of the nine Lander of Austria. It has a population around around 1.2 million
and 12 percent of the Austrian GNP. Its regional economy was formed from

manufacturing sector. During the last decade a number of studies based on Styria have
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analysed the economic situtation of the region and suggested adequate strategies for
protecting of the long term competitiveness. In these startegies, briefly, the following are
suggested. Technology transfer should be improved for generating innovative impulses in
the region, national industry should be restructured to make it more flexible for the
changing economic environment, rural and peripheral areas should be integrated to the
transregional networks. With regard to these strategies big nationalised firms have
reorganised and divided into smaller parts. Technology parks was established. A
technology transfer and advisory service infrastructure and a RDA has been establihed to
support innovative economic activity finacially and with different kind of soft measures
(Jud and Steiner, 2000). In more detail, the regional development in Styria has been
carried out by three institutions: Styrian government; Styrian Economic Development
Agency (SFG) and Intermediary organizations such as WIFI (Wirtschaftsforderung
Institut), BFI (Berufsforderungsinstitut), OAR, Innovationsagentur (T6dtling and
Sedlaleck, 1997).

The Styrian Economic Development Agency (SFG) was founded in 1991 as an
independent, semi-public regional development agency operating under private law,
owned, controlled and financed by the Land government (T6dtling and Sedlaleck, 1997
and Steiner and Jud, 1998). Its activities are limited by legal regulations written in Styrian
economic promotion law. These regulations include precise guidelines for granting
financial support. They define to whom to support, which circumstances to have to be
fullfilled, what procedure must be followed and they limit the promotional activities of
SFG to the regional area of the province. To safeguard the Styria, an evaluating committee
was established which supervises the activities of the institution (Steiner and Jud, 1998).

In fact the objectives of SFG are not precisely defined but they include improving
preconditions for economic development in Styria, increasing economic growth in
disadvantaged regions and strengthening endogenous regional potentials. With its greater
autonomy, it acts like a service agency and supports innovative activities, providing direct
financial incentives and soft infrastructure measures, including seed capital, subsidies for
project costs, new start-up premiums and consultancy (Tédtling and Sedlaleck, 1997).
Furthermore, SFG promotes important infrastructure projects of municipalities and other
institutions (Steiner and Jud, 1998). The SFG is also responsible for the distribution of the
Regional Innovation Premium, which supports product and pfocess innovations in

problem regions (Todtling and Sedlaleck, 1997).
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Its main tasks are:

o  Granting differentiated financial support

¢ Providing information and advisory services
e Supporting the creation of new firms

e Establishing and managing technology parks
e Initiating border cross initiatives

e Organising trade fairs, seminars and workshops to improve technology transfer.

These tasks divided into seven activity areas which are also possible to subdivide into two
as endogenous development and firms. In the endogenous development part, the activity
areas are:

Regions:

e funds for infrasturcture projects,

o information services,

¢ marketing for locations.

Technology parks, innovation and incubation centers:

e establising and managing,

e providing infrastructure,

e mediating contacts,

e information for firms.

Training:

e improvement of quality,

e globalisation,

¢ information for firms,

e personnal development.

In addition in the firms part the activity areas are:

Founders of firms:

e encouraging business startups,

e providing information and advisory services,

o financial support and infrastructure such as business parks, technology parks etc.
Growing firms:

e information and advisory services,

e financial support,
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e equity capital.

Technology transfer:

e mediation of co-operation,
e internationalisation,

e innovative transfer,

e organisational mangement,
e organisation of fairs.
Settlement of firms:

e acquisition of investors,

e informing and taking care of investors,
e mediating information,

¢ providing infrasturucture,

e mediating promotions.

The provision of these activities occur in the framework of comprehensive projects which
are worked out together with the supported firms and organisations. So the activities are

combined to a whole which is oriented towards an explicit goal.

The basis of financial support activities in the framework of particular projects is the
legally defined guidelines prescribing preconditions which have to be fulfilled by projects.
Only innovation projects which either eliminate regional disparities, strengthen the
economy of Styria, or contribute to the realisation of new technologies and the
strengtenning of the regional innovative potential can be supported. SFG subsidises all
costs arising out of a project; fees for external advisory services and trainning costs as
well as costs that are directly connected to the projects. Therefore SFG promotes
innovative SMEs in the phase of growth and newly established firms (Steiner and Jud,
1998).

There is also a cluster policy of SFG for automotive cluster in Stryia.. The policy was to
attract international firms (Chrysler, Magna) which could serve as lead firms in an
emerging cluster. Recently an initiative was launched by the Association of Industrialists
together with SFG in order to strengthen this clustér and to intensify and improve
subcontracting with Styrian firms (T6dtling and Sedlaleck, 1997). The Stryian Cluster

support initiative is at the initial stage and for near future the program management plans
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