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ISCUSS:

How can the RIS3 process be tailored to a country, with substantial economic
and social disparities and with no real economic regions (apart from the Capital
region)?

In terms of RDI-focused planning, evaluation and monitoring, how can the ,leap
frogging” expected by the S3 process designers be governed in countries lacking
such experience?

What are the good practices of CONCRETE examples of formulating a
specialisation agenda? Why are they good examples? If possible, examples for
innovation leaders and moderate innovators would be of help.

What will happen if the S3 design and implementation process fails? Will there
be conclusions drawn and additional mechanisms introduced also at EU levels?
If yes, what are the likely organisational / institutional arrangements to do so?

How would you define non-performing investments in the S3 context?
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, the regulation for support to the Central Hungary Region (KMR) hinders absorption, in the non-Capital regions, absorptionis poor
There is not enough awareness forthe need for regional specialisation, the related developments are not coordinated

Awareness forinnovation, innovation mindedness is poor (including awareness about IPR and risk tolerance)
The institutional structure and the regulatory environment supporting RDI is not efficient (including,among others, the grant schemes and evidence-based policy making)

Unfavourable macroeconomic prospects in the global economy and Hungary (FDI inflow slowed down, the assessments on competitiveness/business environment deteriorated etc.)
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,With the active support of Hungarian RDI policy, the key players of the
National Innovation System strengthen and become invaluable partners
In global innovation systems. By capitalising on spillover effects, they
boost dynamism in the whole of the national innovation system.
Thereby, they make a substantial contribution to the competitiveness of
the Hungarian economy, making it a sustainable knowledge economy”

sinvestment in Our Main objective: GERD/GDP ratio
Future — The National shall reach 1.8% by 2020
RDI Strategy 2020” (73 from business sources)

Hungary’s innovation performance should reach the EU
average by the end of the decade.
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+30 larger R&D labs are in the world elite,
+30 global MNC centres of R&D are deployed,

+30 R&D intensive ,macro-regional,, medium-sized firms
produce value added,

+300 RDI and growth oriented SMEs compete on global
markets,

+1000 innovative SMEs have received substantial support,

A substantially larger number of supplier SMEs have business
links with the MNCs in the economy.
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Economic borders and administrative borders do not coincide

The Central Hungary region has an outstanding weight in the
Hungarian innovation system

FP7 funding in Hungary
Researchers-developers (FTE, 2011)

R&D expenditure (2011)

Innovation Fund support (2004-2011)
Capital in foreign-owned companies (2011)
Students in tertiary education (2012)

R&D units (2011)
Share of the Central

GDP (2011) Hungary Region by

Students (up to secondary level, 2012) selected indicators
Investments (2011) (%)

Employment (2012) Source: computations using

. Central Statistical Office data
Population (2011)
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Innovation at the regional level -
Regional Performance Groups
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. Capital regions with outstanding performance (21 regions)
. The mo=st business R&D intensive regions (11)

_ Business R&D imtensive regions with many patenst (12)
_Average developed regions with relatively high BERD (35)
_Average developed regions with strong HERD and population growth (19)

_ The least R&D intensive developed regions with agricutural employment (29)
_ The 2nd ring of Capital regions with more moderate RED (13)
_Agricultural regions with low growth (18)

_ Agricultural regions with higher growth (22)

_ Underdeveloped regions with some business RED (T)

_ The least developed regions with some HERD (9)

Source: ProAct Policy
Outlook (2008)

SPECIALISATION



LAU-1 regions (sub-region) in
Hungary by innovative capabilities

lzzlerm

ki
brem
g
-
arapaisk Hodmg b2y,
ik
Srorescm 1 -

SMART
SPECIALISATION
PLATFORM

BjEe1

di
o bramy
Exp Mugvimlis
o Mualen i
Eomcr - balerige Febergraurmai
Ny LT
T Ptzzalen
Meier
Hitnig TVRAk: "
Pierise Mex Lemgeor
leSved rhouib
- P e sl Myirhiria
L rATTEENT
azui- Bt oy
e : Luydi bt
Al Hal rracy virs:
——— Pilis- Hhars .
1 I'uare )
galre g k- LY
|:m.|r_-=f'ﬂ mohomisige BT
L. = RAEYVERS -\_] Letwwrricm
- Fip el oy ﬂ'\u Karngi | bt isdiesi
™ Saed 4
nat
Saarmbaihely o N }I |I__||
Ll iz [ Hercired fala
AAn
‘Wl ¥ Cemagn Kb — "|I Soeghalom I_Ar
salu- __\_\! ; J
T
Dura- |y rareeinibiea’ ""-.llu__L _:I
T i S Sy 4 Ervingi fyime Keoabeméti 7 Lo T \
I Halaicr marias =1 Tisbéx :ﬁ--hg
w

Larng Fehincmba

Q\-I erhl g : K mkuziekegvhax m Mromien
mu PO ! sk {hyuln ."-
il st - (M Strong innovation capability
Kk, K ol |
Dermb e Meticvacunis [0 Moderate innovation capahility
oyt e { B "Half developed"” Jmowledze generator
Crgi | pagvatad i - raishalm Sebsbes Mako _FL'J_ E “Hﬂ]f—dEUE].UPEd“ ]nm“']-Edge User
oxmliy JECE
o o e N O Poor innovation capahility

‘1‘ Sngstvan

Harce - =
{:u R inhicai | —
1.r"\—\_\. {,_
ety Sickm l'lF

e R

Source: computations by Zoltan Bajmdcy and research team.

In: Borsi andBajmécy (2009): Quantitative lagging behind, qualitative catching up? Kézgazdasagi Szemle LVI évf. 2009. oktéber



SMART
SPECIALISATION
PLATFORM

Substantial challenges at 1
the regional level (2) b
=

Overall, 4 types of Hungarian NUTS-2
regions can be distinguished:

y furictional RIS: Central Hungary
of fully-functional ,Western” RIS: Westert
D erdevelqp’e'c"l"'RIS type 1: Nor

| ) ped RIS type 2 N ,ﬂ""ﬁv.-“l.,lhqu-'-.-"ﬁ.,,-{



NUTS-2 regions prepared
strategy documents K SPECIALISATION
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In January-February 2013, the Regional Innovation Agencies
prepared strategy documents, following the steps described in
the S3 guidance documents:

1. Analysis of the regional context and potential for innovation

2.

3.

Governance: Ensuring participation and ownership
Elaboration of an overall vision for the future of the region
|dentification of priorities

Definition of coherent policy mix, roadmaps and action plan

Integration of monitoring and evaluation mechanisms



Consultations in NUTS-2
regions about the strategy B %‘ﬁéﬁw\mn
documents

In-depth interviews (82) with stakeholders + workshops were
organised during the process...
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Synthesising the regional S3 strategy
documents and building the national KSMART
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After collecting the regional S3 strategy documents, analysis of four areas
at the national level:

« RDI-based synergies between regional plans ongoing

« Analysis of sectoral strategic white papers and other past achievements
ongoing

« Regional governance structure (embedded into national STI coordination) ongoing
« International and EU linkages to be done

« R&D and innovation infrastructure ongoing

Alignment of the national RDI Strategy and the S3 synthesis strategy
Elaboration of metrics and indicators

Social consultation of the National S3 Strategy 2020 in the regions (end of
Summer)

Finalisation and submission to the Commission (end of October)

The coordination between the regional and national levels is
challenging.



National framework for developing 3
the final regional S3 ,,specialisation
mix” (draft version only!*) -

_ Specialisation directions

1. multidisciplinary 3. Network-based
and technology and ,,value chain

learning”

economy,
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2. New knowledge
driven lifestyle and
health

fusion-driven
transformation of

science and/or industrial based
KET development innovation

Central Hungary A globally competing region — tackling all?

Western Transdanubia (Regions with relatively strong, and globally relevant industry networks and connected
higher education/research)

Central Transdanubia v v vV vV v v ?

Southern Transdanubia (Some sporadic industry players yet weak economy in general, higher education and
research is (usually) locally important and relevant)

Northern Hungary v v v v vV v ?

Northern Great Plain (Economy is the least competitive, strong (often interdisciplinary) research with
international connectivity)

Southern Great Plain v vy v v v ?

*before detailed processing of the regional strategy documents and finalisation of the synthesis
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(only the main and RDI-relevant funding sources are illustrated)

Investment in

our future: .
the National 1. Innovation
RDI Strategy Fund
2020 2. Block
funding
T National 3. EDIOP (or
National Science Strategy <3 Strategy GINOP)
Policy Strategy 2020 4. Tax
2020 measures

1. EDIOP (or GINOP)
2. HRDOP (or EFOP)

(+ Block funding for science)
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* Interpretation of the ‘entrepreneurial process of discovery’:

— ldeally it resembles ,Quadruple Helix” dynamics, whereby regions behave like
Lentities” and can make decisions like corporations do and through the entire
‘process’, business actors take a leading role. Note the specific regional context
in Hungary...

— Itis ,common sense” specialisation... what is worth to invest in?

— Examples and potentials: there are only local examples, such as BKIK and the
start-up community, Kecskemét and the Mercedes factory, or Pannon Novum
RIS...

* Involvement of the business community in developing the RIS3:

— In practice, only short time was available (but there is an attempt to extend the
involvement during Summer and beginning of Autumn)

— ,questionable execution of bright ideas” in the RDI domain has historically made
business actors less willing to get involved
« Tackling the challenge: the regions’ involvement

— Regional consultation of the National RDI Strategy took place in November-
December 2012

— The regional S3 strategy documents were prepared with the involvement of the
local business community in the discussion process

— ,Grand project ideas” were collected from the regions and are being processed

Entrepreneurial dynamics —
a historical challenge K
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 The RIS3 design process is coordinated by the Department for Innovation and
R&D (Ministry for National Economy) and the National Innovation Office

— For the National RDI Strategy, there was a consultation body, the ,Innovation Advisory
Council”, involving different actors

— For the RIS3 process, there is a partnership between the Regional Innovation
Agencies and the Ministry

» Relevant actors at the regional level are identified and approached by the RIAs.
They were engaged in the development of the strategy more than in the past,
however, it is far from involvement levels in more developed economies /
societies

« National and regional governance bodies and mechanisms are still to be defined

— High-level S&T policy coordination body is to be introduced
— For S3 a fully centralised governance system at the national level is planned

— Chief scientists for facilitating public-sector RDI is to be introduced in the ministries at
deputy-secretary level

« Future governance mechanisms to facilitate an entrepreneurial process:

— Social consultation still in this planning phase — and if time and resources allow, a
delphi-survey

— Involvement of business and civil actors in the governance

» Flexibility mechanisms are already part of the National RDI Strategy. In terms of
S3 prioritisation, flexibility mechanisms are to be designed
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= The Digital Growth Strategy (,National Infocommunication Strategy
2014-20207) is being finalised and goes for public consultation process
these days
= The following target intervention areas have been identified:
= Digital infrastructure — a horizontal area
= Digital competencies (e-literacy + e-inclusion)
= Digital economy (innovative developments, e-governance, digitalisation of
contents, e-services, RDI)

= Digital state

Digital Growth Priorities K

= The Digital Agenda for Europe have been taken into account in depth

= Accompanying indicators are identifed and are being finalised

= The regional aspects for the digital growth agenda are not distinguished,
priorities are set on the national level



Implementation and Budget KS“ART
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The National RDI Strategy is implemented in bi-annual action plans
— KTIA (Research and Technological Innovation Fund) = an annual EUR 170 million
— EDIOP [GINOP] = HUF 500 bn (= EUR 1,7 bn) for the 7 years
— Tax measures

The National S3 Strategy is implemented using the EDIOP [GINOP] and the KTIA first of
all, but CHOP [VEKOP] also has its role

— The flexible framework is planned to be maximised for CHOP [VEKOP] = 15% of the
above

Synergies between different policies and funding sources are still being designed,
including role of financial instruments (such as Jeremie, seed funds, combined
grants/loans etc.)

Relevant stakeholders are to be involved in the implementation stage as members of
advisory board (national and/or regional, to be defined, see the slides on governance)

Private R&D+I investments are stimulated foremost by the National RDI Strategy (tax
measures + collaborative R&D), for the S3 process, such options have not yet been
explored

Implementation is planned as part of the central EDIOP [GINOP] Managing Authority
(an ,S3 unit”), however, details are still to be worked out

— RIAs would play role in monitoring and project generation
— Coordination to be ensured by a monitoring committee




The EDIOP [GINOP] measures

under priority axis 2 Ssmm
| SPECIALISATION

,2Development of the knowledge FEFIEM
economy”

« Measure 1: Support of business RDI activity

« Measure 2: Support of strategic RDI collaborations and
Initiatives

« Measure 3: Promotion of scientific and technological
excellence, support of international R&D connections
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« Monitoring and evaluation mechanisms:
— Monitoring indicators for the national level are to be developed during 2014

— Indicator collection for the RDI Strategy is planned to be the monopoly of
the RDI Observatory in the National Innovation Office

— Independent evaluation is an integral part of the National RDI Strategy

— A similar approach is to be elaborated for the S3 process, including a
review of the strategy based on the evaluation outcomes to weed out non-
performing investments

« Challenges in relation to monitoring at regional level
— Whether or not the required integration of the monitoring systems will be
possible
— Whether or not enough time and resources can be dedicated to developing
an indicator system, that is, among others, relevant for all evaluations
foreseen



Driving economic change through smartspecialisation/RIS3
——sinformal assessment - Hungary's National RDI + S3 Strategy
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Summary and next steps K
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* For the Hungarian socio-economic context, a top-down planning combined with
bottom-up building of technological and sectoral priorities was chosen

« The national RDI Strategy, the national S3 strategy, the Science Policy Strategy
and the ICT Strategy constitute an integrated planning framework for RDI based
growth

* A common specialisation planning framework is being developed using the
regional strategy documents, however, the OPs cannot wait for the final S3 plans,
therefore, continuous information flow is ensured

* When the national level synthesis is finished, a regional and national social
consultation is planned to reinforce participation of the regional stakeholders

« What is needed (in the short and medium term) to develop and implement a good
RIS3 in Hungary?

— Conclude the planning process and establish a governance structure that is linked both
to the RIS3 process and the National RDI Strategy

— Develop and start running a monitoring framework suitable for data collection and
analysis throughout the 2014-20 period

— Use of evaluations in a ‘smarter’ way

— Useful activities include organisation of high-level meetings, where decision makers
regularly meet the dilemmas of experts and learn from each others’ practices
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Awareness and supportive 3
environment -b

 How aware of the processes and supportive are:
— Hungarian politicians?
— the regional/national administrations?
— the business community?
— the Hungarian government?
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ISCUSS:

How can the RIS3 process be tailored to a country, with substantial economic
and social disparities and with no real economic regions (apart from the Capital
region)?

In terms of RDI-focused planning, evaluation and monitoring, how can the ,leap
frogging” expected by the S3 process designers be governed in countries lacking
such experience?

What are the good practices of CONCRETE examples of formulating a
specialisation agenda? Why are they good examples? If possible, examples for
innovation leaders and moderate innovators would be of help.

What will happen if the S3 design and implementation process fails? Will there
be conclusions drawn and additional mechanisms introduced also at EU levels?
If yes, what are the likely organisational / institutional arrangements to do so?

How would you define non-performing investments in the S3 context?
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