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The Prognos AG - providing orientation since 1959 prognosy

About us

Prognos analyses long term developments ... ... and current trends,
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Background prognosy

Analysis of all RIS3 strategies in Germany prognos

on behalf of the BMBF

Status-quo der Regionalen Innovations-
strategien zur ,intelligenten Spezialisierung”

1. THEMATIC RIS3-FOCI (RIS3) der Bundesldnder
mit besonderer Betrachtung der Zusammenhange zur
2. STRATEGIC DESIGN, INSTRUMENTS & Férderung iiber den EFRE 2014-2020.
GOVERNANCE

3. FINANCING AND MONITORING &
EVALUATION

4. RECOMMENDATIONS FOR FEDERAL LEVEL
ON FUTURE REGIONAL R&l POLICY
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Why this workshop is of utmost importance for the
partners and beyond

prognosy

Success rate of corporate strategies

60+ %

...of corporate strategies
fail to achieve their goals!

Source: Sull et al (2015) Why Strategy Execution Unravels—and What to Do About It, Harvard Business Review. © 2018 Prognos AG 4
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Complexities of governance compared
Regional Innovation System Governance
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prognosy

Thematic priorities of RIS3 strategies in the
German Lander

A short overview

© 2018 Prognos AG 6



ESI Funds provide significant budget for R&I support in prognosy”

the German Lander

Overview of financial resources for innovation support in the German Lander (ESI-
Funds — Thematic Objective 1)

e i Mecklenburg-
Western Pomerani
»’Aq'w

Ny 2

Bremen..‘ Hamburg ”\ww/ M

JL%JL

v;*j Saxony.(\«“\f:randenburg
" Anhalt T

Rhine-
Westphalia

Thuringia

o 1 g s
N 2
gl

Rhineland-
Palatinate

Total volume:

ATH Saarland
In million Euro EUR 4.03 billion

B >340 Bavaria
B 257-340 Baden- jﬁ

B 174-257 Wuerttembergx
0 91-174
>91

Source: Prognos AG 2016, based on JRC ESIF-viewer © 2018 Prognos AG 7



Move from a broad range of topics towards a more limited
number of priority fields

prognosy

R&l specialisation fields of the German Lander

BW BY BER/ HB HH HE MV NI NRW RP SL SN SA SH TH Total

BB
Construction 1 1
Digital
Economy 1 2 1 1 1 3 1 1 2 1 1 2 1 1 1 20
Energy
industry 2 1 1 1 1 I 1 1 9
Agri-food
industry 1 1 2
Health 1 1 1 1 1 1 1 1 1 1 10
Creative
industries 1 1 1 1 1 1 1 1 8
Logistics 1 1 1 1 1 5
Production &
materials 6 3 4 6 3 3 2 2 2 3 2 5 3 3 2 49
Green
industries 1 1
Other
services 1 1
Total no. of
spec. fields 9 6 9 11 8 9 6 7 8 6 3 7 7 5 5 106

Source: Prognos AG 2016, based on RIS3 strategies of the German Lander.
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Manufacturing industry dominates German specialisation
domains compared to EU average

prognosy

Fields of smart specialisation: Germany and the EU compared

R&I capability (main category)

Industry and manufacturing

Information and communication technologies (ICT)
Energy production and distribution

Human health and social work activities

Creative and cultural arts and entertainment
Transporting and storage

Agriculture, forestry and fishing

Construction

rr|-u||‘|

Services

0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%

m Germany mEU
n= 106 (D) / 1299 (EV)

Source: Prognos AG 2016, based on JRC Eye@RIS3 / Sorvik, Kleibrink (2015).
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Strategic design, governance and instruments
of the RIS3 strategies in Germany

Photo: © Fotolia - fotofabrika



Selected examples on the entrepreneurial discovery process
during the preparation of the RIS3 strategies prognoss

RIS Schleswig-Holstein

= 5 Roundtables & 50 expert interviews
= 3 Interministerial consulation rounds
= Technology Conference (150 participants)

RIS3-Strategy Lower Saxony

= Web survey among economic development
agencies

= Opening conference with COM

= Thematic (4) & regional (5) workshops

Innovation Strategy Rheinland-Pfalz

= Topic & instrument specific workshops (5)
Strategy for Technology & Innovation = 2 consultations with expert commission (RfT)
SEEREI

= Workshops on knowledge transfer & potential Regional Innovation Strategy NRW

specialization domains (4)

= |nnovation policy roundtable with association
of reg. economic development agencies

= Joint adoption of strategy with MP

= Strategy retreat "Knowledge transfer"

= Kick-off congress "Fortschritt gestalten NRW".
= Three expert workshops & online survey

= Three progress congresses (2015, 2x 2016)

= Conclusion & final conference in 2017

© 2018 Prognos AG 11



In many German Lander RIS3 was positioned as the central prognosy

framework for innovation policy

Role of RIS3 in the innovation policy context of the German Lander

RIS3 as the central operational framework for
innovation polic

= _..with all major specialised programmes and
strategies being explicitly linked to the RIS3

Education & Climate &
Universities Energy

= Examples: Berlin-Brandenburg, Rhineland-

. Other Srate ies
Palatinate or Saxony -

(z.B. Digitisation, Bioeconomy,

SME support, etc.
Climate &
Energy
= _..interlinked as well with other specialised

strategies and programmes of the federal state Overall strategy
= Examples: Bremen or Schleswig-Holstein: Skilled Labour

‘Landesentwicklungsstrategie Schleswig-Holstein 20307,

RIS3 as part of an overall statewide strategy

Other Strategies

“« (z.B. Digitisation, Bioeconomy,
»Strukturkonzept Land Bremen SME support, efo.

© 2018 Prognos AG 12



But in some other German Lander the RIS3 has only prognosy

occasional links to complementary strategies or programmes

Role of RIS3 in the innovation policy context of the German Lander

some compiementary

strategies

= _..adressing subject areas like digitalisation,
education or universities

Climate & = Examples: Bavaria or Mecklenburg-
Energy Western Pomerania
(e.g. Digitisation, Bioeconomy,

RIS3 as a solitary strategy
SME support, etc.)
®» |nsome German Lander, RIS3 can be seen
Skilled Labour as a solitary strateqy

= Existence of thematic links with other
specialised strategies or programmes, but
no explicit approach to foster co-ordination
through RIS3

RIS3
Other Strategies

= Examples: Hamburg or Baden-
Wuerttemberg

© 2018 Prognos AG 13



Close to 60% of funding measures directly linked to the RIS3

strategy or ERDF-PA1 prognoss

Linkage of all innovation funding measures of the German Lander to their RIS3

Categorisation of innovation funding measures

= Funding measure either explicitly related to a RIS3 by the
assignment to ERDF-PA1 or RIS3 is explitly mentioned in the
respective funding regulation.

= Funding measure either explicitly mentioned in a RIS3 or can be
explicitly assigned to field for smart specialisation selected in a
strategy.

Funding measure generally relevant for innovation funding, yet
not explicitly mentioned in or related to a RIS3, ERDF-PAL or a
field for smart specialisation

n=358

Source: Prognos AG 2016, based on DLR PROMO RIS3, last updated August 2016.

© 2018 Prognos AG 14



Differing degrees of institutionalisation and levels of
governance oberserved in RIS3 design

prognosy

Three central governance levels of RIS3 strategies in the German Lander

1. Macro
Governance /
Strategy

2. Meso
Operational
management /

programme level

3. Micro
Thematic fields /
NMEESENEYE

Source: Prognos AG 2016, based on RIS3 of German Lander.

Definition & continuation
of strategic guidelines

Mostly representatives
from politics, economics
and science

Innovation conferences,
strategy councils or
working groups

e.g. Clusters /
interministerial working
groups, etc.

Thematic orientation of
specific focus areas

Implementation of
thematic working groups
or task forces

Group A - comprehensive

Use of governance levels
1,2&3

Examples: Hamburg,
Saarland, Saxony-Anhalt
and Thuringia

Group B - targeted

Use of governance levels
1&2

Examples: Berlin /
Brandenburg, Bremen,
Hesse and Rhineland-
Palatinate

© 2018 Prognos AG il5



Several Lander planned to utilise institutionalised structures

for updating their RIS3 strategy PROgIc

Examples of planned and institutionalised structures defined in RIS3 strategies

Berlin/Brandenburg Baden-Wuerttemberg

Innovation Summit Innovation Council
= Type: Conference Innovation Council = Type: Strategic council “Industry & Future
= Frequency: 1x per year = Type: Strategic council ® Frequency: 1x per year Council®

* Frequency: upon request = Type: Strategic council

Cluster dialogues Steering group: * Frequency: ‘continuously”

= Type: Conference & InnovationsAllianz
Workshops = Type: Strategic council

= Frequency: continously = Frequency: 1-2x per year

Mecklenburg-Western

Rhineland-Palatinate SENWIE:

Innovation Conference

Pomerania

Strategic Council Industry | | Type: Conference Innovation and cluster Cluster advisory board/
— Science = Frequency: every 2-3 advisory board steering group

= Type: Strategic council years = Type: Strategic council = Type: Strategic council

= Frequency: 1-2x per year = Frequency: n.a. * Frequency: n.a.

“Technology Council“
= Type: Strategic council
= Frequency: 1x per year

Source: Prognos AG 2016, based on RIS3 of German Lander.

© 2018 Prognos AG 16
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Observations on the implementation of RIS3
strategies & the EDP in the German Lander

© iStock — Petar Chernaev © 2018 Prognos AG 17



Early impressions on the change triggers of RIS3 across
European regions

prognosy

Assessment of the influence of RIS3 strategies from the point of view of the MA

Change in stakeholder involvement in the strategy process

completely new significant adaptations no adaptations
process

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Influence of S3 on the existing policy mix

f””thZr;‘ggta' substantial change minor adaptations no adaptations

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source: Survey by Fraunhofer ISI across ESIF managing authorities, relevant regional innovation policy makers
and selected consultants across the EU (2013 Q3).

© 2018 Prognos AG 18



RIS3 managers in the German Lander detected key

challenges & success factors early on

prognosy

Selected quotes from the German Lander

Political leadership is essential for
the entrepreneurial discovery
process. In contrast, political
uncertainty undermines this process.

Stakeholders® interest to work at a
strategic level was rather limited,
however it was greater when it came to
concrete topics.

A perfect example was life science
cluster, a field, where we have a lots of
different actors and regulation plays an
Important role.

In order to perpetuate the process, we
have institutionalised the stakeholder
dialogue at a high inter-ministerial level.
The process is run by the state chancelery
and we have stakeholder events on
innovation and technology twice per year.

It was difficult to maintain the
commitment of the stakeholders® in the
long run, particularly those from business.

Source: Prognos AG 2016, based on interviews with
representatives of the German Lander.

© 2018 Prognos AG 19



Recently activities concerning the EDP & updating of RIS3

strategies in the German Lander gained new dynamic PIOgiiasy

Feb 2017: 2nd Innovation & Technology
Forum promoted the exchange between

innovation actors and discussed the 4 ey $3-Empowering for Innovation and Growth
implementation as well as further ‘ ! __
development of the RIS. 4 A Mecklenburg-
Vorpommern

9 Hamburg
Bremen

/ Call for tender for the

Development of a new review and further

structural and development

_ : development of the joint
strategy (“Zukunft.Bremen - O RIS3 innoBB. 4
2035”) with the RIS3 being |

Brandenburg ¢

an integral part. Saxony
Anhalt

Nov 2017: 1st Annual RIS3
event promoted the exchange

Comprehensive evaluation between innovation actors and

of innovation support in the

context of the ERDF Thuringia
evaluation.
Replacement of e .
“Fortschritt. NRW”, integral %hllne]aﬂd- ....................
part of NRW’s RIS3 alatnate e
Saarland
0.
New government plans to Bavaria

develop a new location Baden-

New study with regard to Regional
Innovation Systems in the region,

including recommendations for
improvement

© 2018 Prognos AG 20



Differences in the progress of ERDF-PA1 across the German
Lander indicate RIS3 implementation challenges

prognosy

Rate of project selection for the ERDF-PA1* as
of 31.01.2018

Mecklenburg-Western Pomerania I /%0
Baden-Wuerttemberg I /600
Saxony I 67
Bavaria I G50
Hamburg I 60%0
Berlin N 5000
Thuringia I 570
Saxony-Anhalt I 540
Bremen N 5300
Northrhine-Westphalia I N 5100
Schleswig-Holstein I 450
Brandenburg I 450
Rhineland-Palatinate I ————_— 36%
Hesse N 18%
Lower Saxony N 12%
Saarland I 12%

0% 20% 40% 60% 80%

Differences in the rate of project
selection induced by...**

= Timing of the RIS3 preparation
(mostly in parallel with programming
of OP ERDF)

= Delayed start regarding OP 14-20
implementation (using up resources
from 07-13; n+2).

= |n some cases, re-organisation of
existing governance structures (e.g.
Cluster Managements) necessatry.

= Adapting funding regulations to RIS3
strategies frequently took longer than
expected.

Sources: Prognos AG 2018, based on the ERDF financial data submitted to the EU COM and interviews with representatives of the managing authorities; . *

Ratio of total eligible cost of selected projects / total planned investment.

© 2018 Prognos AG 21
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@ @
RIS3 2.0

Conclusions & Recommendations
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RIS3 approach triggered an upgrade of regional innovation

policy in Germany on a strategic level

prognosy

STRATEGIC
LEVEL

= Ex-ante conditionality has re-emphasized the importance of cross-sectional and
strategic regional innovation policy

= More legitimacy and independency from political cycles

= Stronger institutional embedding (e.g. by stronger inter-ministerial coordination)

» Quality of regional governance remains a decisive and differentiating factor
regarding regional innovation performance — also in Germany!

Correlation between government quality and
innovation performance within EU27*

60

50

40

30

20

Innovation-Index 2016

10

0
0 10 20 30 40 50 60 70 80

European Quality of Government Index (EQI) 2017

90

Innovation-Index 2016

80
70
60
50
40
30
20

10

50

Correlation between government quality and

innovation performance within DE

BW @

RLP v e
BER ® SN He @M

NRW
o® g N
TH & o
SA @pg® SH®
MV

60 70 80 90

European Quality of Government Index (EQI) 2017

Sources: Prognos AG 2017, based on Statistik-BW & The Quality of Government Institute. NB:*Because of data limitations, Croatia cannot be

displayed.
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Move from strategy to action remains most challenging Prognosy

= |mproved coherence due to closer and more direct relationships between innovation
strategies and funding guidelines

= Most connections have only been to the ERDF OP, limited links to other programmes

= Move from a broad range of topics towards a more limited number of priority fields
' (4-5 general fields; production industry incl. mobility, digital economy, health, energy)

= Key challenge: development of specific areas of smart specialisation on the sub-
regional and/or “cross-innovation" level

= |n general: RIS3-approach with potential of further advancing placed-based
' innovation policies in Germany, based on an already profound R&I policy capacity

= But: move from strategy to action & operationalisation of RIS3 plus co-ordination
of various support schemes frequently challenging

© 2018 Prognos AG 24



Some thoughts on the future of RIS3 in Europe prognosy

Outlook — RIS3 2.0

Improve RIS3 operationalisation

= Strengthen process from RIS3 to ESIF OP to
innovation masterplans

= |ncrease focus on strategy co-ordination
(reduce complexity)

= Support of regional innovation governance
systems (innovative institution solutions)

> \
Smart tools for smart strategies

= Stronger emphasis on effective measures instead
specialisation domains

= “De-lock-in“ measures & networking effectiveness
should play central role

= Support roll-out & scale up of cross-innovation
actions (cross-industry alliances)

© 2018 Prognos AG 25
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“Without Strategy, execution is aimless. Without
execution, strategy is useless.”

(Morris Chang, Chairman Taiwan Semiconductor Manufacturing Company)
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Some success factors to consider in RIS3 strategy
Implementation

prognosy

Success factors in corporations

Successful change efforts RIS3 context
Clear, organisation-wide ownership

and commitment to change across all 67
levels of the organisation Internal factors

Ability to focus organisation on a _ 53
prioritized set of changes
Sufficient

to execute changes
Clear accountability for specific _ 47
actions during implementation
Continuous improvements during
implementation and rapid action to _ 39
devise alternate plans, if needed

Planning from day 1 for the long- _ 32
term sustainability of changes

Effective programme management
and use of change processes

actors mostresponsip

change outcomes, past 5 years

External factors

% of respondents*, n=2230

Sources: Prognos AG 2018, based on McKinsey & Company (2014), Implementing
change with impact. McKinsey Global Survey results.

© 2018 Prognos AG 27



Bundle of factors determines EDP and implementation
success of RIS3 strategies

prognosy

Success factors for RIS3

Motivation of
businesses

Long-term
collaboration

Internal ..
Involvement
of academia

Leaders &

change drivers "4 4

actors ....................... > C|V|| SOClety
Common e | v Public
objectives visibility

| Networking with other
regional initiatives

Implementation
focus

© 2018 Prognos AG 28



Thank you very much for
your interest!

Prognos/ | Rue de la Loi 155| 1040 Brussels

Dr. Jan-Philipp Kramer
Head of Brussels Office

Tel: + 49-173-2925335
E-Mail: jan.kramer@prognos.com

© 2018 Prognos AG
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From the report - recommendations for improving regional
and place-based innovation policies (in Germany)

prognosy

Develop more specific support structures that are adapted to the specific
regional needs

= Regions will continue to differ in terms of growth and competitive capacity

= "One size fits all* approaches or simply copying "best practices” will not
work, especially for structurally weak(er) regions

Think in functional-regional innovation systems and strengthen the
coherence of innovation support

= Stronger role for inter-regional and transnational economic development and
Innovation support

= Possibilities within ESI funds for inter-regional and transnational funding
approaches exist (e.g. Integrated Territorial investments) but are rarely used

= Options: Target federal support schemes (e.g. Innovation Fora) more
explicitly on functional regions beyond Lander borders (interfaces!)

© 2018 Prognos AG 30



From the report - recommendations for improving regional
and place-based innovation policies (in Germany)

prognosy

Strengthen the focus on cross-innovation potentials, including non-
technical innovations and new innovation models

Cross innovations = strategic imperative for future innovation performance

Cross-Innovation Alliances on Lander level (e.g. Saarland, Rhineland-
Palatinate), need up-scaling to reach international excellence (e.g. scale-up
support by Federal level or EU)

Increase risk-taking willingness in policy implementation to foster
innovations

Challenges to result oriented M&E approach which looks at outputs and
result indicators

Some room for experimental approaches useful (corridors instead of fixed
targets?)

Bund-Lander: Continue the support for more regionalised innovation
policies with a stronger emphasis on co-ordination

Better strategic integration of the federal states and other regional actors is
needed to improve the coordination and complementarity of innovation
related activities

RIS3 strategies provided a good starting point, intensive follow-up needed
(e.g. as part of the Synerg_y—Diangue of the BMBF)

© 2018 Prognos AG 31




Additional data
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Financing and governance structures & monitoring and
evaluation systems

prognosy

Intervention categories of the ESI-Funds for Thematic Objective 1

Categories of intervention TO 1 (Top 10)

058 - Research and innovation infrastructure (public)

062 - Technology transfer and university-enterprise cooperation primarily
benefiting SMEs

064 - Research and innovation processes in SMEs (including voucher
schemes, process, design, service and social innovation)

060 - Research and innovation activities in public research centres and centres
of competence including networking

056 - Investment in infrastructure, capacities and equipment in SMEs directly
linked to research and innovation activities

065 - Research and innovation infrastructure, processes, technology transfer
and cooperation in enterprises focusing on the low carbon economy and on...

063 - Cluster support and business networks primarily benefiting SMEs

057 - Investment in infrastructure, capacities and equipment in large
companies directly linked to research and innovation activities

Total volume: EUR
4.03 billion

059 - Research and innovation infrastructure (private, including science parks)

067 - SME business development, support to entrepreneurship and incubation
(including support to spin offs and spin outs)

o
X

5% 10% 15% 20% 25% 30%
Share of total volume

Source: Prognos AG 2016, based on JRC ESIF-viewer © 2018 Prognos AG 33



Financing and governance structures & monitoring and
evaluation systems

prognosy

Categories of intervention of the ESI-Funds for Thematic Objective 3

Categories of intervention TO 3 (Top10)

001 - Generic productive investment in small and medium — sized enterprises
(‘SMEs’)

067 - SME business development, support to entrepreneurship and incubation
(including support to spin offs and spin outs)

072 - Business infrastructure for SMEs (including industrial parks and sites)

075 - Development and promotion of tourism services in or for SMEs

066 - Advanced support services for SMEs and groups of SMEs (including
management, marketing and design services)

047 - ICT: Very high-speed broadband network (access/local loop; >/= 100
Mbps)

046 - ICT: High-speed broadband network (access/local loop; >/= 30 Mbps)

050 - Education infrastructure for vocational education and training and adult
learning

Total volume: EUR
2.36 billion

082 - ICT Services and applications for SMEs (including e-Commerce, e-
Business and networked business processes), living labs, web...

069 - Support to environmentally-friendly production processes and resource
efficiency in SMEs

0% 10% 20% 30% 40% 50% 60%
Share of total volume

Source: Prognos AG 2016, based on JRC ESIF-viewer © 2018 Prognos AG 34



Differing foci of funding measures: R&l projects in the West, prognosy

Clusters in the East German Lander

Overview of the funding measures utilised by the West- and East German Lander

Share of funding categories in the respective Lander group

Excellent research groups
30%

Funding of collaborative R&l 259 Skilled labour and junior
Projects researchers
20%
15%
_ _ 1
Cluster & innovation Internationalisation / INTERREG
management
0%
Funding of mdlwdual R&l Investment & infrastructure
projects

Funding of cluster & innovation

Business creation
funds

—\Nest Germany «=East Germany

n=358 / Multiple assignments included.
Source: Prognos AG 2016, based on DLR PROMO RIS3, last updated August 2016. Overall values West & East Germany = each 100%;
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Strategic objectives and funding instruments for the
Implementation of RIS3 strategies

prognosy

Overview of the underlying understanding of
Schleswig: the innovation concept in the German federal

Holstein el Sstates

Western Pomerania

Berlin

The notion of innovation includes:

Technological & product innovations, process innovations, organisational or
service innovations, social innovations

Brandenburg

Technological & product innovations, process innovations, organisational or
service innovations

Technological & product innovations, social innovations

Technological & product innovations, process innovations

Palatinate Technological & product innovations

RS

wSaa%and

Bavaria
Baden-
Wuerttemberg

Source: Prognos AG 2016, based on the RIS3 strategy
documents of the German federal States
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