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• A huge economic shock, 

unprecedented in its depth

• Activity currently down by 

double-digits

• Unemployment dramatically 

up, from Norway to the US

• Business sentiment hit rock 

bottom; now stabilizing

• Record capital outflows from 

emerging markets

• Equity markets initially down 

but now recovered; spreads 

on bonds rising (somewhat)

GDP 

growth 2019 2020e 2021e

World 2.7% -6% to -8% 3% to 5%

Germany 0.6% -7% to -9% 2% to 6%

Euro-

Zone
1.3% -9% to -12% 4% to 7%

UK 1.4% -12% to -14% 5% to 9%

US 2.3% -7% to -9% 2% to 4%

China 6.1% -3% to -4% 5% to 7%

From Pandemic to Recession
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What Type of Future Path to Expect?

V (W)

U

L

Time

GDP

• Lost output?

• Lower level?

• Lower growth rate?
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The Geography of Impact

• Health care impact initially focused largely on 

large cities with high density and strong global 

linkages

• Regional governments have been at the frontline 

of the COVID-19 response

• Economic short-term impact initially highest in 

cities and tourist destinations 

Where do we come from

• Growing urbanization

• Increasing divergence across 

regions within many 

advanced economies

What’s ahead

• Competitive locations will find 

it easier to bounce back

• Lagging regions are in 

danger of falling behind even 

further

• But heterogeneity within 

groups will be high; policy 

matters
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Three Phases of the COVID-19 Policy Response

1 2 3

Mobilizing

Crisis Response

Living with 

the Pandemic

Igniting 

New Growth
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• Keep value chains operational

• Create ‘safe’ operational environments

• Enable innovation and productivity growth

GROW

FIRM, SECTOR, LOCATION-SPECIFIC

SUPPLY-SIDE

Dimensions of the COVID-19 Policy Response 

Public Health

Social Policy

Macroeconomic Policy

Microeconomic Policy

• Avoid systemic financial market collapse

• Mobilize financial resources

• Fight decent into depression

STABILIZE

GENERAL, BROAD-BASED

DEMAND-SIDE
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The Long Term Outlook? It is, what we make it

• If we do nothing, the pandemic will make us (much) poorer

• But there is no reason for us to sit idle….
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• Acceleration in existing trends, e.g. 

e-Commerce, online services, shift 

to Asia, etc.

• New demands for resilience and self-

reliance; less globalization? 

• Structural changes in demand profiles 

in areas like travel, consumer spending

• Changing views on sustainable fiscal, 

monetary policies?

• A challenge to urbanization?

• Knowledge, skills, human capital

• Physical infrastructure

• Capital goods and machinery 

• Rules and regulations

• Institutions, relationships

• Wide-spread bankruptcies in some 

sectors

• Purchasing power eroded

• Investment resources depleted; 

ability to raise funds low

• Government finances severely 

stretched

• More aggressive adoption of 

policies to address climate change, 

achieve sustainability?

• Emergence of a new global system 

shaping globalization, of a step 

change in European integration?

• New policy actions to address 

inequality, focus on social 

progress, reduce zero-sum policy 

competition, address market 

power?

What 

has been

eroded?

What 

remains 

in place?

What 

is now 

“in play”?

What 

has

changed?

Igniting New Growth in the Post-Pandemic Era
Taking Stock of the Foundations of Prosperity
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The Impact on Regions: 

Location-Specific Factors Shaping Outcomes

• Fiscal capacity of regional government under 

strain; function of economic and social profile

• Economic capacity of regional businesses under 

pressure; function of firm-level strengths and 

specific profile of cluster portfolio

• Underlying competitiveness of the location being 

challenged; function of existing competitive 

advantages, and their value in a changing market 

context

• Institutional capacity of regional government being 

tested; function of prior institutional quality

Standard of 

Living

Competitiveness

Institutions

Firms,

Clusters
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The Role of Strategy

• Prioritize actions

• Align/coordinate actions

• Know what to ask for; know who 

to work with 

• Motivate stakeholders

• Communicate the region’s value 

to the outside

• More critical in times 

of crisis and deep 

structural change

• New context requires 

systemic review of 

direction, actions 

• More scarcity of 

resources and action 

capacity
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The Origins of Smart Specialization (RIS3)

• Stalling prosperity catch-

up to the US

• Less effective use of ICT 

holding back productivity

• Less effective use of 

research in companies

• Huge heterogeneity 

across Europe; lagging 

regions not getting 

closer despite EU 

investments

Europe’s 

Competitiveness 

Challenge

Traditional 

Innovation Policy 

Agenda

• Horizon 2020 funding for 

research

• Regulatory framework 

(patenting, etc.)

• General competitiveness 

upgrading

New Regional

Smart Specialization 

Agenda

• Locally-driven

• Based on assessment 

of local conditions

• Sector-specific actions

• Transformation within 

and across sectors

• Driving allocation of 

EU Structural funds
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The Concept of Smart Specialization (RIS3)
Entrepreneurial Discovery

The Challenge:

• How to support structural change towards higher 

value-added activities?

The New (Smart Specialization) Answer:

• Identify your assets and opportunities

in areas adjacent to current strengths 

and leading towards higher value added

• Encourage entrepreneurs to explore 

opportunities for change

• Identify transformational projects that 

can trigger the change process

The Old Answer:

• Identify growing markets and try to 

enter them (bio, nano, eco, …) 
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Smart Specialization and Clusters:

The Current Situation

• Traditional cluster policy was seen as too focused on reinforcing 

strengths, not meeting the needs for structural change

• An analysis of local cluster portfolios has become a key element of 

the local diagnostics that drive the design of RIS3 agendas

• Cluster efforts have become critical instruments in many RIS3 

agendas, and have themselves become more change-oriented in the 

process

• Cluster efforts are a key platform for connecting the private sector to 

the RIS3 agenda
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Elements of a Regional Economic Strategy
Levers to Drive Structural Transformation

Encourage exploration of related clusters 

with high productivity potential

Upgrade 

existing clusters 

Encourage 

entrepreneurship 

economy-wide

Develop capacity in 

specific knowledge 

domains
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From Clusters to Cluster Portfolios:

Catalonia’s Smart Specialization Strategy

Leading Clusters

Emerging Clusters

Key Technologies

Entrepreneurship

Four

Pillars

• Existing cluster organizations and 

support mechanisms put into a 

broader context

Cross-cutting locational advantages translate into 

different but related advantages in specific clusters
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The Practice of Smart Specialization
Preliminary Observations

• Strengthening of regional ownership, capacity, 

and linkages

• Fact-driven policy discourse

• Focus on structural change

• Limited engagement of private sector

• Limited connection of plans to non-EU policy 

instruments

• EU priorities crowding out local priorities

• Design an overall strategy or transformative 

projects?

• How does entrepreneurial discovery work?

• Politically-driven goals or market-oriented 

perspective?

+

─

?
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Smart Specialization and Clusters:

The Opportunity 

What  RIS3 can offer:

• From individual cluster efforts 

to a regional agenda

• From strengthening strengths 

to enabling change

What  cluster efforts can offer:

• From what to do to how to do 

it and by whom

• From government driven to 

public private collaboration

An effective regional strategy
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Elements of a Cluster-based Regional Strategy

Action

Plan

Delivery

Structure

Value 

Proposition

Outcome 

Ambition

Cross-Cutting Cluster-Specific

National Policies

Regional Policies
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The Monday Morning Check List

1. Do we know where our region stands? What 

market context it is facing?

2. Is this assessment shared across 

stakeholders?

3. Have we developed a common view on what 

markets we want to compete in, and how?

4. Have we identified priority actions to deliver 

on our value proposition?

5. Is there an organized coalition of partners to 

implement actions?

6. Do we have a plan for tracking progress?

Diagnostics

Choice

Action Plan
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Background Reading

• TCI Recovery Playbook: https://www.tci-network.org/

• „Competitiveness Upgrading under the Shadow of COVID19: 

https://www.isc.hbs.edu/Documents/pdf/Preparing%20for%20Tomorrow_Country%20Level_I

SC%20WP%20version_04-29-20.pdf

• “A pathway towards post-COVID competitiveness growth: the role of regions”: 

https://www.orkestra.deusto.es/en/latest-news/news-events/beyondcompetitiveness/1965-a-

pathway-towards-post-covid-competitiveness-growth-the-role-of-regions

• „What is Regional Strategy? Lessons from Business Strategy“: 

https://www.researchgate.net/publication/282656468_What_is_regional_strategy_Lessons_fr

om_business_strategy

• “Upgrading Regional Competitiveness: What Role for Regional Governments?”: 

https://www.hbs.edu/faculty/Pages/item.aspx?num=52603

• „Cluster Presence and Economic Performance: A New Look Based on European data“: 

https://irp-

cdn.multiscreensite.com/bcb8bbe3/files/uploaded/Cluster%20Presence%20and%20Economi

c%20Performance.pdf

https://www.tci-network.org/
https://www.isc.hbs.edu/Documents/pdf/Preparing%20for%20Tomorrow_Country%20Level_ISC%20WP%20version_04-29-20.pdf
https://www.orkestra.deusto.es/en/latest-news/news-events/beyondcompetitiveness/1965-a-pathway-towards-post-covid-competitiveness-growth-the-role-of-regions
https://www.researchgate.net/publication/282656468_What_is_regional_strategy_Lessons_from_business_strategy
https://www.hbs.edu/faculty/Pages/item.aspx?num=52603
https://irp-cdn.multiscreensite.com/bcb8bbe3/files/uploaded/Cluster%20Presence%20and%20Economic%20Performance.pdf

