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KEY DILEMMAS OF REGIONAL

INNOVATION POLICIES1

Elvira Uyarra

This article is a critical discussion of theoretical and policy issues related to regional development

and innovation policy. It draws on the ‘new regionalist’ perspective to examine regions from a

strategic perspective and, in particular, the role of knowledge and learning, competitiveness and

institutional capacity-building. The article’s main argument is that these present day uses of these

concepts are based on assumptions that are often overstated, and that in some cases claims have

been made that are not sufficiently grounded in empirical evidence.

Introduction

The last two decades have witnessed an increasing prominence of the region, not

only in theoretical discussions but also as the most appropriate unit for policy design and

delivery (see, e.g. Cooke & Morgan, 1998; Malmberg & Maskell, 1997; Morgan, 1997;

Storper, 1995, 1997; Amin & Thrift, 1995; European Commission, 2001). Accounts of regions

as the dominant scale of governance and regulation have been accompanied by a debate

on the emergence of the so-called ‘knowledge economy’ (OECD, 1996).

A process of decentralization and devolution of political structures including the

transfer of responsibility for policy away from the federal or central governments to

the regional level, can now be observed in a number of Western countries. From the

perspective of political discourse, this trend is thought to illustrate democratization: in this

connection, it is often argued that the development of regional institutional capacity for

governance adds legitimacy and accountability to previously unelected regional bodies

(thus overcoming the so-called ‘democratic deficit’). Stressing concepts such as

subsidiarity and partnership, sub-regional governments are thought to be in a better

position than national governments to act in the benefit of the region and represent their

interests and identity. These regional governance structures emerge from a dual process of

top-down institutional change, and bottom-up regional political and economic mobiliza-

tion. Keating & Loughlin (1997) differentiate between these twin processes of regionaliza-

tion, or the definition of regional policies from above, and regionalism, in which the

regional agenda is linked to local ambitions driven by regional political movements or

‘growth coalitions’, socio-cultural factors and demands for greater autonomy.

In parallel, the process of European integration and the management and delivery of

European Union regional policy have acted as important drivers of regionalization

processes. The operating principles of EU regional policy involve greater delegation of

responsibility to the regions and the involvement of a wide range of organizations meant
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8 to work in partnership. This has forced regionalization, leading to the creation of

administrative regions in a number of Member States and the establishment of regional

structures for policy planning and implementation. Highly centralized countries have set

up regional administrative units in order to meet the criteria for the implementation of EU

regional policy funds (Keating & Loughlin, 1997). Representative bodies, such as the

Committee of the European Regions (created in 1994) have been established to give voice

to regions in Europe, albeit with little functionality to date. Part of the process of region

formation at the European level relates to the development of statistical units (the NUTS

regions), intended to provide a uniform and consistent breakdown for the production of

EU regional statistics. The NUTS nomenclature is however rather inconsistent and

heterogeneous in character, in the sense that, for instance, tiny islands, cities, large rural

regions and entire countries are considered to be comparable units of analysis (Casellas &

Galley, 1999).2 In some cases, regional devolution is causing a transformation of these

statistical regions into political regions (Lagendijk, 2003). In other cases, regional statistical

divisions have been (re)shaped in such a way as to optimize EU revenues.3

A third and related logic of the regionalist discourse responds to more economic/

strategic considerations. This approach is associated with a second wave of regionalism (or

‘new regionalism’), dominated by an economic dimension and marked by the imperatives

of competitive growth and globalization. The old paradigm guiding regional policy

between the 1950s and 1980s was based on state intervention, and focused on growth

pole strategies via large-scale investments in manufacturing. Diversionary policies and

instruments (Keating & Loughlin, 1997) were adopted by governments in industrialized

countries, via investments in infrastructures and services, and the localization of large

industrial complexes in peripheral areas. These efforts were, however, undermined by

economic stagnation thorough the late 1970s and 1980s, cutbacks in governmental

expenditure for regional policy and doubts about the effects of this type of regional policy,

overall motivating a shift in perspective away from external and towards endogenous

solutions to structural problems of the regions. Thus new thinking about regional

development policy turned to focus more on regional endogenous growth and the

development of conditions for innovation and growth, such as clusters, networking and

the encouragement of institutional cooperation.

One key rationale underpinning this regionalist thinking is that global economic

restructuring is reinforcing the region as a fundamental locus of economic governance. It

is considered that, with a deepening of globalization, ‘regional actors are forced into a

more direct relationship with the external world’ (Keating, 1998, p. 14); therefore ideas and

practices of regional production clusters and locally specific competitive advantages

become reinforced. Regions are depicted as strategic actors seeking to compete in the

context of rapid technological change and globalization. Under this perspective, regions

can maximize their competitive potential if they are able to produce their own institutional

capacity for economic governance (Amin, 1999).

This article draws upon this ‘new regionalist’ perspective to examine certain aspects

and problems associated with such ‘strategic’ views of regions. In particular, the

understanding of knowledge and learning within these approaches, the boundaries of

knowledge production and sharing, and the ideas of competitiveness and institutional

capacity building inherent in these accounts, are examined here. The article claims that

some of these assumptions have been overstated, and that in some cases claims have

been made that are not sufficiently grounded in empirical evidence. Following this
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8 introduction, the article is divided into three sections. The first section outlines the main

theoretical arguments in relation to knowledge, innovation and proximity. In the second

section a number of key dilemmas are discussed, as well as their implications for policy

design. The article finally provides some conclusions as well as suggestions for further

research.

Situating the Theoretical Debate

At a theoretical level, the last two decades have witnessed a proliferation of

concepts and ideas in the literature on regional innovation and competitiveness. New

regionalist literature (Lovering, 1999), or ‘territorial innovation models’ (Moulaert & Sekia,

2003), place emphasis on the importance of localized, collective learning in stimulating

agglomeration. Stress is on the importance of cultural and institutional factors, specific

regional or local identities, localized learning processes and unique regional assets and

competences as features allegedly inherent to successful regions. This type of regional

coherence can be found in concepts such as technological districts, innovative milieu,

learning regions and regional systems of innovation, all of which represent theoretical and

empirical constructs intended to shed light on the dynamics of industrial development

and regional economies.

The literature on industrial districts (see e.g. Pyke et al., 1990) stresses the presence

of certain social and cultural factors allowing information sharing and the diffusion of

innovations by firms in the district. The districts are defined as geographically localized

productive systems, characterized by a large number of small firms, specialized in different

phases of the production and distribution processes of an industrial sector (Pyke et al.,

1990, p. 14). The innovative milieu perspective of the GREMI group (Groupement de

Recherche Européen sur les Milieux Innovateurs) similarly stresses the role of non-physical

resources, proximity and relational capital (see e.g. Aydalot, 1986; Camagni, 1991; Maillat,

1995). The interaction and learning taking place in the milieu is due to know-how

formation, relations based on cooperation and competition between players, and the

knowledge and ability of the ‘players’ to identify opportunities for interaction and

relationships with the external environment.

At a more systemic level and introducing insights from evolutionary theories of

innovation, ‘regional innovation systems’ approaches stress processes of interactive

learning among firms and other organizations (Cooke & Morgan, 1998; Cooke et al.,

1998; Braczyk et al., 1998; De la Mothe & Paquet, 1998). The relevance of the regional

innovation system concept, according to Howells (1999), stems from three dimensions: the

existence of a regional governance of innovation, the existence of specific regional

industry specializations, and the existence of strong core/periphery differences in

industrial structure and innovative performance. The term ‘regional innovation systems’

depicts the region as a ‘collective order’, featuring a strong interplay between territorial

governance and business innovation. Innovation is produced through interactions

between business and a variety of knowledge centres (universities, business support,

research centres, etc.) at the regional level.

Emphasizing the importance of knowledge and learning at the local level, the

‘learning region’ approach sees regions as ‘repositories of knowledge and ideas, [that]

provide the underlying environment for infrastructure which facilitates the flow of

knowledge, ideas and learning’ (Florida, 1995, p. 528; see also Morgan; 1997; Malmberg &

KEY DILEMMAS OF REGIONAL INNOVATION POLICIES 245



D
ow

nl
oa

de
d 

B
y:

 [T
he

 U
ni

ve
rs

ity
 o

f M
an

ch
es

te
r] 

A
t: 

20
:0

0 
30

 M
ar

ch
 2

00
8 Maskell, 1997; Asheim, 1996). Work on ‘learning regions’ revolves around institutions,

networks and interactive learning. The role of geographical proximity is stressed here

because of the importance of tacit knowledge. While codified knowledge can be easily

exchanged and communicated, tacit knowledge is embedded in the know-how and

practices of workers, i.e. it is ‘stickier’ and geographically immobile. The corollary is that the

increasing importance of tacit knowledge to achieve and maintain competitiveness

renders proximity more important because it is through interpersonal, face-to-face

contacts and the development of personal relations based on trust that tacit knowledge

can be more readily shared (Cooke & Morgan, 1998; Morgan, 1997; Storper, 1997). This

again makes the socio-cultural preconditions of learning, in the form of inter-firm and

organization networking, trust relations, availability of local scientific and managerial

support, etc., of crucial importance for the emergence of dynamic collective learning

processes (Keeble et al., 1999). These socio-institutional conditions, which underpin

economic success in industrial agglomerations, are sometimes crystallized in the concept

of ‘institutional thickness’. This ‘institutional thickness’ allegedly helps support and embed

the economic life of firms and markets (Amin & Thrift, 1995). Under this perspective, it is

considered that a major problem with lagging regions is that they lack the ‘institutional

thickness’ evident in more prosperous regions, and that this explains their failure to secure

regional development. Therefore, to resolve this institutional inertia, the suggested recipe

is to apply ‘policy measures that engender institutional change and promote partnership,

networking and learning’ (Oughton et al., 2002, p. 108). A good example are the EU-

funded RIS initiatives, which intend to ‘socially engineer’ regions by creating the right

environmental conditions, institutional in particular, for increasing the innovative capacity

of the regional economy (Morgan & Nauwelaers, 1999).

Some of these positions moreover stress the unique competences of the region,

somehow inspired by resource-based approaches of the firm (Penrose, 1959). Lawson

(1999) elaborates a ‘competence theory of the region’, arguing for extending the

competence perspective from the study of firms to the study of local or regional

productive systems. He argues that regions, like firms, are ‘ensembles of competences that

emerge from social interaction’ (Lawson, 1999, p. 158). Other authors similarly insist on the

importance of developing location-specific competitive advantage, i.e. one that is

embedded in regional and local cultures and thus impossible to copy or replicate.

Malmberg & Maskell (1997) argue that one effect of globalization is that many previously

localized capabilities and production factors become ubiquitous. Still, the non-tradable or

non-codified result of knowledge creation is not ubiquified. Therefore, market globaliza-

tion and the increasing pace of codification allegedly increases the importance of

heterogeneous, localized capabilities (Malmberg & Maskell, 1997). Concepts such as

‘untraded interdependencies’ ‘non-cosmopolitan knowledge’ and ‘ubiquification’ all reflect

the idea of the region developing certain core ‘competences’, which are tacit, unique and

difficult to replicate elsewhere (Storper, 1997; Malmberg & Maskell, 1997). According to

these accounts, regions are portrayed as strategic units competing in a global

environment, striving to configure particular competences or unique assets. Regions, in

a similar way to firms, need to develop and manage resources and competences in order

to achieve competitive advantage (Lagendijk, 2003). Thus the ability of regions to compete

is inextricably linked to these unique assets, and geographical proximity is essential to

share and nurture them.
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8 Regional Innovation Policies Reconsidered: Key Dilemmas

First Dilemma: the Competitiveness and Globalization Imperative

Despite the rich literature and conceptual constructs developed to explain regional

dynamics and innovation, a number of contentious or unresolved questions remain (see

e.g. Lovering, 1999, 2001; Markusen, 1999; MacLeod, 2001; Moulert & Sekia, 2003;

MacKinnon et al., 2002; Morgan, 2004). One of the contested claims relates to the view of

regions as compelled to develop the necessary capacities to compete, forced by external

pressures of market globalization. Against this tendency to consider globalization as an

inevitable and inescapable fact, Lovering (2001) argues that the new regionalist emphasis

on the imperatives of globalization may be overstated. Non-globalized activities, he claims,

are more important than generally considered.

The ‘competitiveness imperative’ and the notion of ‘regional competitiveness’,

providing the rationality for policy, are themselves much disputed as is the notion of

competitiveness per se. The term ‘competitiveness’ has taken a leap from management

theory to the field of economics and public policy, and has become a widely used ‘buzz-

word’ in both policy discourse and academic writings (Reinert, 1995). Krugman (1996)

regards competitiveness as a ‘dangerous obsession’ and further highlights an erroneous

and problematic straight comparison between nations and firms. A similar observation can

be applied at the regional level (Lovering, 1999). Equating regions with firms is

problematic: regions do not act like firms, which need to survive by out-competing other

firms in the provision of products or services. Another point of contention relates to the

measurement of competitiveness. There is no single way to compete; there are different

paths to competitiveness and no single model of competition (Metcalfe et al., 2003). From

the literature, however, it seems that ‘there is only one kind of successful regional

economy’ (Lovering, 2001, p. 350).

Some critical views have highlighted the dangers of this ‘competitiveness

imperative’. One of these risks is that regions are forced to engage in a competitive

race to obtain ever limited resources (e.g. foreign direct investment). This, in turn, can lead

to counterproductive interregional competition to attract capital and firms, and ultimately

to increased regional imbalances, due to initial advantages possessed by better-endowed

regions. Competitive regionalism is not practised on a ‘level playing field’ (Leitner &

Sheppard, 1999), and as a reaction to large-scale economic restructuring poorer regions

may resort to short-term solutions, such as offering relocation incentives and low wages to

companies, even to ‘over pay’ beyond their resources, instead of relying on more

sustainable alternatives to improve local development conditions. Regions may also adopt

models and concepts from successful regions in order to attract external investors and

visitors, rather than focusing on their own development needs (Lagendijk, 2000).

The imperative to improve regional competitiveness is therefore seen as an end in

itself, achievable through a set of policy measures, rather than as a means to improve

regional economic welfare. Little consideration is placed on the impact of these strategies

on the social distribution of economic opportunities (Lovering, 2001). As Lawton-Smith

et al. (2003, p. 865) argue for the case of EU regional policy, ‘social issues of fairness,

inclusion and exclusion and social welfare are seldom considered other than expressed in

the economic language of cohesion: catching-up’. These approaches generally suffer from

a productivist bias, focusing entirely on the production side of the regional economy while

ignoring aspects related to consumption and demand, or wider aspects of redistribution

KEY DILEMMAS OF REGIONAL INNOVATION POLICIES 247
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8 and social welfare. As Oinas (2000) puts it, ‘regions tend to be equated to production

systems’. Instead of providing an endogenous logic of analysis (as opposed to the

functional logic present in standard explanations of regional growth and location), space is

‘refunctionalized’ by considering the region as primarily subject to market forces. In this

respect, Moulaert & Sekia (2003, p. 297) note that ‘we are confronted here with

’’institutional instrumentalism’’, whose sole endogenous ingredient is the capability to

produce the ’’orgware’’ and the human resources to accomplish the exogenously imposed

or inspired economic growth targets’.

As highlighted earlier, new regionalist approaches insist on knowledge sharing

being aided by face-to-face, collaborative relationships at the local level, based on high

levels of trust and common values. It therefore appears as if ‘competition is ’’global’’ and

collaboration is local’ (Oinas & Malecki, 2002, p. 2). A dichotomy seems to be present

between the region, inhabited by ‘happy communities’ engaged in collaborative

relationships and tacit knowledge sharing, and a threatening external environment

characterized by fierce, arm’s length, competitive relationships and codified knowledge

(Oinas & Malecki, 2002). Lagendijk (2002) denotes this duality the ‘regional gaze’,

indicating a certain neglect of non-local relations and scales other than the local/regional.

It is moreover argued that proximate lasting relationships are overstated as, more often

than not, actors are engaged on short-term contracts or arm’s length agreements (Oinas &

Malecki, 2002). This depiction reveals certain important shortcomings: a poor under-

standing, almost black boxing, of knowledge, and of the diversity of competitive relations

in a multiscalar context. To the discussion of these elements we now turn.

Second Dilemma: Understanding of Knowledge

Another area that appears contentious is the idea of the region as the key arena for

knowledge production and the role attached to tacit knowledge in explaining

agglomeration effects. Thus some caution is needed ‘against over-extending theories of

agglomeration and ’’proximity’’ to be a full-blown explanation of local�regional

competitive advantage’ (MacLeod, 2001, p. 813).

As mentioned earlier, the importance of tacit knowledge is used to explain

agglomeration or ‘clustering’ effects, and thus the development of location-specific

competitive advantage, i.e. one that is embedded in regional and local cultures and thus

difficult to copy or replicate. The main argument on the importance of proximity in

achieving innovation is that regions provide an appropriate ‘relational’ space that allows

for the sharing of tacit knowledge. Under this perspective, different geographical levels are

clearly associated with particular types of learning, e.g. localities for the adequate

transmission of tacit knowledge and global networks for the transfer of more codified and

articulated forms of knowledge (Gertler, 2003).

The geography of tacit and codified knowledge, namely an association of tacit

knowledge to the local level and codified knowledge to communication between distant

locations, is questionable. According to Howells (2002), the bi-polar differentiation

between the tacit and codified dimension of knowledge is the result of a misinterpretation

of the writings of Michael Polanyi, who himself acknowledged that tacit knowledge is

essential and complementary to all activities. Tacit and codified knowledge must be seen

as complementary and not absolute, completely distinct types. It is therefore claimed that

the importance of tacit knowledge has been ‘exaggerated’ (Cowan et al., 2000) to explain

248 ELVIRA UYARRA
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8 the phenomenon of localization and that it is an overly static and simplistic assumption to

attribute clear geographical dimensions to degrees of knowledge tacitness. The difference

between tacit and codified knowledge is much more fluid and the dynamics of

codification need to be accounted for. This is in line with Nelson and Winter’s (1982)

argument that the degree of tacitness is a matter of degree, and cost-related factors are

important in determining the process of codification. Indeed, very little knowledge is

intrinsically tacit.

Thus, whereas knowledge is said to flow at the regional level, what is often shared is

information. The way in which information will be assimilated and received will be

different among individuals depending on personal interpretation and past experience

(Howells, 2002). Knowledge generation evolves as a socially distributed process and its

growth depends on institutions for sharing and common understanding (Ramlogan &

Metcalfe, 2001). Geographical proximity allows this common understanding, acting as a

coordination mechanism of individual knowledge. Therefore, the influence of ‘geographi-

cal proximity’ is not straightforward, but often indirect, subtle and varied, in that it

influences the cultural, social and psychological space through which knowledge is

generated and communicated (Howells, 2002). In some cases, geographical proximity is

relatively less important than relational proximity for the production and sharing of tacit

knowledge. Some authors have stressed the importance of organizational or relational

proximity within communities of practice, which are ‘not always reducible to place and

face-to-face interaction’ (Amin & Cohendet, 2000).

It is therefore useful to note the importance of different types of proximity

(Boschma, 2005) for knowledge sharing. There is a tendency in the literature to identify

physical proximity with relational, cultural or social proximity. However, ‘social networks

are never as wide as to include all members of a community, and in many cases [they are]

not even a significant minority of them’ and knowledge is often ‘far from accessible to

most of those located nearby’ (Breschi & Lissoni, 2001, p. 262). Further, whilst a great deal

of attention is devoted to localized learning, we know much less about how learning and

innovation processes occur over distance, and what forces shape this ‘relational proximity’,

enabling it to ‘transcend physical, cultural and institutional divides’ (Gertler, 2003, p. 87).

More attention needs also to be given to the relationship between knowledge and

different cultural environments (Bryson et al., 2000).

The treatment of knowledge also leads to the normative implications that

institutions, organizations but particularly regions as a whole should be ‘learning’ agents.

Thus a related point of controversy relates to the notion of the region as key repository

and generator of knowledge. Under this view, a heightened importance has been attached

to knowledge, and a related aim to develop capacity in the regions is seen as fulfilled by

promoting learning and innovation as a means of achieving competitive advantage within

a knowledge economy (Cooke & Morgan, 1998; Storper, 1997; Malmberg & Maskell, 1997).

Regions appear as focal points for learning and knowledge creation and indeed it seems as

if it is the (learning) region or the ‘milieu’ that learns and innovates, rather than the firms or

individuals (Hudson, 1999). This idea contradicts the notion of knowledge as being

idiosyncratic and context-specific, i.e. the idea that knowledge is individual, but depends

on social processes that enable information exchanges. To speak of knowledge at the level

of the firm (or the region) is to speak about a collection of knowledge that is known

privately (Ramlogan 7 Metcalfe, 2001).

KEY DILEMMAS OF REGIONAL INNOVATION POLICIES 249
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8 Third Dilemma: Scalar Issues and Definition of Regions

Although the regional level is ‘rediscovered’ in these approaches as the most

effective unit of analysis, there is a tendency to uncritically emphasize the centrality of the

regions, assuming a clear regional delimitation and boundaries, clear regionalized patterns

of interaction, internal uniformity and cultural or social proximity. Regions tend to be

portrayed as independent and closed units, and somehow separated and isolated,

indifferent to the impact and influences of the national and world economy (Staber, 1996).

This is problematic in that it tends by its very nature to overlook ever-present intra

regional divisions and tensions, as well as the impact of extraregional networks for the

generation and transmission of knowledge (McKinnon et al., 2002).

It is necessary therefore to recall the constructed nature of scale and the difficulties

of defining and explicating the concept or region. Despite being seemingly a straightfor-

ward proposition, defining the region as a ‘unit of analysis’ remains, in the literature, a

somewhat ‘elusive’ issue (Keating, 1998). Although it has been realized that regional

economies are becoming more important, still no general understanding exists of how to

define a region (Harvie, 1994). This is because the concept of region is a multifaceted one,

which accepts multiple definitions or understandings (geographical, functional, economic,

institutional, cultural). These definitions of the region ‘not only do not always coincide, but

they may be in conflict with each other’ (Keating, 1998, p. 9). The conflicting task of

defining space derives from the fact that it involves specifying ‘the distribution of power

and resources, defines the reference group for public policy, and frames the definition of

social and economic issues’, meaning that ‘territory is always contested, always being

redefined and reframed in . . . politics, society and economics’ (Keating, 1998, p. 9). Other

researchers confine the task of definition to the specific object of study, arguing that

‘regions only exist in relation to particular criteria. They are not ’’out there’’ waiting to be

discovered, they are our (and others) constructions’ (Allen et al., 1998, p. 2). The main idea

to put forward is that the sub-national region is not an a priori given, i.e. some bounded

and undisturbed reality (Hudson, 2001; Allen et al., 1998). On the contrary, the question of

scale is a somewhat ‘elastic’ one (Randles & Dicken, 2004), and regions are materially and

discursively constructed from conflicting and overlapping social relations and networks

(Allen et al., 1998). They are also the outcome of political negotiation and compromise

often linked to changes occurring at other scales (Randles & Dicken, 2004). Indeed, some

authors look at rescaling processes and the ‘politics of scale’, i.e. how scalar configurations

are continuously reorganized through socio-political struggles, such as the case of the

emergence of eastern states after the demise of the Soviet Union. Scholars such as Smith

and Swyngedouw have illustrated the way in which the production and politics of scale

take place. Swyngedouw uses the term of ‘nested scales’ to refer to the complex and fluid

interactions between the levels, albeit not in a hierarchical or deterministic sense. Along

this line, Bunnel & Coe (2001, p. 570) refer to scale in relation to innovation as a ‘fluid and

multidimensional concept, delineating the complex interactions between physical space,

institutional and regulatory jurisdictions, and the shifting levels at which the actors in

innovation systems organise themselves’.

The regional level needs then to be understood as composed of a complex and

diverse assembly of actors, of ever-changing, conflictual and evolving realities, and of

constructed and negotiated boundaries. It would be valuable to further explore how the

different scales negotiate and interact in the production and sharing of knowledge for
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8 innovation. At present, there seems to be a dichotomy between studies of countries and

studies of regions, which have somehow hindered the study of multiscalar interrelations.

For instance, the role and influence of the national government in determining the scope

and resources of regional governance tend to be underplayed (Lagendijk, 2000; Gertler,

1997; MacLeod, 2001). Central governments, and also supra-national entities such as the

EC, influence the type of policy areas devolved, as well as the funding available to develop

these areas. Yet, government policy and funding is often ignored as an explanatory

variable for the emergence of high-tech clusters such as Silicon Valley (whose particular

development owes a great deal to the impact of defence and military contracts from the

US Federal Government). Thus, rather than exclusively focusing on one particular

(regional) scale, attention could be shifted beyond the consideration of regions as a

‘bounded spaces’ and towards studying the interrelations between and across different

scales in a context of multilevel governance (Bunnel & Coe, 2001; Bache, 2004; Uyarra et al.,

2007).

However, rather than adopting a multilevel perspective, policies are often too tightly

focused on (often artificial) regional boundaries. For instance, regional innovation

strategies often revolve around trying to match regional supply with regional demand

of innovation. This reflects a closed view of regional systems, for supply and demand may

not necessarily be present at the regional level but instead exhibit diverse geographical

contours (Charles et al., 2000). In the context of increasing globalization and diffusion of

knowledge systems, it makes more sense to focus on the density and quality of the

connections of firms with relevant networks at the regional, national and international

scale, i.e. how firms search for, absorb, engineer and use this support for their own

innovation goals, regardless of whether the support comes from within or outside the

region (Cooke, 2001).

Fourth Dilemma: Diversity of Technological�Spatial Configurations

A consequence of explicating territorial space as a coherent whole, is that the

internal diversity of regions is often overlooked. Indeed, the ‘learning region’, i.e. the

geographical unit considered as a site of knowledge production, does not normally

correspond to the region as a whole. Rather, regions are typically complex and messy

entities. Knowledge production is often limited to a few (sometimes isolated) areas of

economic dynamism and relative success, linked to networks at higher spatial levels. Even

some of the so-called successful regions such as Baden�Wurttemberg are, in scrutiny,

politically and economically quite fragmented (Staber, 1996). Instead of a coherent

regional system of innovation, which is admittedly a special case or a rare event, what we

often find is a situation of heterogeneity, a variety of ‘worlds’ of production (Storper, 1997),

characterized by a strong internal industrial�spatial diversity, and an uneven geography of

development (Cooke, 2001; Evangelista et al., 2002; Uyarra, 2004).

In addition, it is somehow assumed that ‘local firms form a relatively homogenous

‘‘private sector’’ within which interests are shared’ (Oinas, 2000, p. 2), therefore implying a

certain homogeneity in firms’ and agents’ cognitive frameworks and strategies at the

regional level. However, as Archibugi et al. (1999, p. 5) argue, it is ‘harder to ascribe

collections of firms, organizations and institutions as having a single, clear cognitive

process, involving both a decision-making and memory function. The notion that what is

learnt will be exactly the same for each individual, firm, organization and institutions is
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8 difficult to accept’. These approaches tend to take a ‘top-down’ (Howells, 2005; Iammarino,

2005) view of firms’ innovative activity, paying less attention to ‘how firms respond to, and

interact with, the innovation system’ (Archibugi et al., 1999, p. 5). Indeed, the ability to

participate in the innovation system will differ greatly across sectors and organizations,

and it is precisely this differential ability of firms to benefit from the relevant innovation

systems that lies ‘at the centre of how economic sectors develop and indeed how markets

and economic systems co-evolve’ (Andersen et al., 2000, p. 6). Firms’ demand for

innovation remains a ‘black box’, in other words firms tend to be regarded as agents only

reacting to changes in systems of innovation, and at the policy level, as mere demanders

of support (Archibugi et al., 1999; Uyarra, 2004). This supply bias was identified as a

limitation of EU funded RITTS initiatives, as the main question seemed to be how the

technological supply could be structured so that firms could take better advantage of it,

without consideration of the specific characteristics of the demand side (Charles et al.,

2000).

Thus it is important to open up the ‘black box’ and identify the different dynamics of

change at the micro level and the different conditions or contexts in which knowledge can

more readily be shared (Gertler, 2003). Clearly, different sectors behave differently in terms

of proximity and agglomeration and in terms of the importance of extra regional links. For

some sectors, ‘economies of distance’ are at play among physically distant webs of

relationships, whilst co-location in close proximity seems to be more advantageous in

others (MacLeod, 2001). However, there has seemingly been a tendency in new regionalist

analysis to underplay the impact of specific sectoral and technological trajectories in

shaping regional configurations (Kenney & von Burg, 1999).

Some recent attempts have been made to link sectoral patterns of innovation and

knowledge bases with industrial structures and geography, stressing the specific, path-

dependent time geographies of technology. For example Oinas & Malecki (1999) argue

that technologies have certain, if unpredictable, life-cycle characteristics, which determine

localized patterns of technological development, giving rise to ‘overlapping and

interlinked national, regional and sectoral systems of innovation which all are manifested

in different configuration in space’ (p. 103). However no attempt is made here to

understand when and why localized patterns of technological development would differ.

With the objective of establishing a characterization of different forms of knowledge

sharing, Asheim & Coenen (2005) distinguish between two main types of knowledge base:

‘analytical’ and ‘synthetic’.4 Synthetic knowledge bases are allegedly relevant in industrial

settings where innovation takes place mainly through the application or novel combina-

tion of existing knowledge, for example in industries such as specialized industrial

machinery, plant engineering and shipbuilding. In this case, R&D is in general less

important and presents a more applied orientation, directed to incremental product or

process development. Tacit knowledge seems to be more important than in other types of

activity, and it is often related to know-how, craft and practical skills. Analytical knowledge

bases, in turn, are more prevalent where scientific knowledge is of greater importance.

Here knowledge inputs and outputs are often codified via formal science models and

rational processes. Prime examples are biotechnology and information technology. Both

basic and applied research takes place via in-house formal R&D activities as well research

carried out in universities and other research organizations.

Breschi & Malerba (1997) describe the spatial boundaries of knowledge generated by

and used in firms’ innovation processes in different sectors, according to the nature of the
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8 relevant ‘technological regimes’.5 For example, traditional sectors are associated with

technological regimes with low degrees of opportunities, appropriability and a knowledge

base partly embodied in equipment and materials. These sectors tend to be composed of

many innovators, and tend to be geographically dispersed. Specialist suppliers’ industries

such as machinery, located in industrial districts and characterized by having many

innovators geographically concentrated with local knowledge boundaries, are associated

with technological regimes of medium opportunities and a tacit and specific knowledge

base. Owing to uncertainty and limited appropriability of knowledge, such firms are

normally small, and exhibit high entry and exit in the market. Further, knowledge

accumulates at the level of the network or district, which confers greater importance to

knowledge spillovers and information sharing for innovative activity. ‘Scale-intensive’

industries, on the other hand, such as automobiles, are characterized by presenting few

innovators, geographically concentrated with local knowledge boundaries. These sectors

are associated with technological regimes displaying high appropriability, low technolo-

gical opportunities and a type of knowledge with some tacit components. Here internal

R&D processes are the main source for knowledge creation, therefore external linkages are

weaker (Pavitt, 1984). Agglomeration can occur due to concentration strategies in order to

benefit from increasing returns and economies of scale and not so much from knowledge

spillovers. Finally, modern microelectronics, software and microcomputers are character-

ized by presenting many innovators, and by being geographically concentrated but with

both local and global knowledge boundaries. These sectors present very high opportunity

conditions and a wide variety of potential technological approaches (Breschi & Malerba,

1997).

The above reviewed examples serve to highlight the specificity of knowledge across

sectors, and their associated geographical boundaries. This is an important element to

consider in relation to policy articulation. In less favoured regions, characterized by a

predominance of medium to small firms in ‘supplier-dominated’ sectors or ‘scale-intensive’

sectors, this type of specialization determines both the breadth and depth of systemic

relations and the spatial dimension of innovation relations. Policy-makers, striving to

pursue innovation strategies and clusters in their regions, often ignore this sectoral

specialization. Not all sectors tend to engage in collaborative relations or cluster together

and not all firms in a given sector or activity need to be clustered (Martin & Sunley, 2003).

An evaluation of the English regional economic strategies (RES) evidenced this mismatch

between the desire to nurture innovative clusters and the specific industrial specialization

of the regions.

the approach to cluster development by the RDA did not demonstrate a detailed

understanding of the nature of the region’s economic base or the propensity and

likelihood of businesses in specific sectors (including ‘traditional industries’) to cluster. It

was also considered that there was insufficient analysis of the underlying conditions and

causal factors for cluster development. It was felt that this led to an overly general,

unspecific, and in some cases, over-optimistic approach in the RES (DTLR, 2001, p. 41).

Perhaps unsurprisingly, traditional and low-tech sectors are seldom the sectors promoted

by innovation policies. In fact existing policy tools are normally not adequate

for supporting the innovation needs of most companies in these sectors (Sánchez,

1999). The review of the English RES noted that regional policies focus too much attention

on ‘new high technology industries in relation to cluster development, and insufficient
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8 consideration of the potential for clustering and of knowledge-based development of

‘‘traditional’’ industries’ (DTLR, 2001, p. 41). This is of great significance when considering

the importance that traditional sectors have in less favoured regions. Smith (2001, p. 31)

reminds us that low- to medium-intensive industries perform little formal R&D activity, yet

‘low tech’ industries can be ‘knowledge intensive, and are frequently part of ‘‘high-tech’’

systems’. Further, policies tend to overlook the significance of service sector activities,

which are perceived as complementing innovation in the manufacturing sector but

seldom as innovating activities themselves (Howells & Tether, 2004).

Fifth Dilemma: Institutional Building and Governance

As mentioned, the orientations for regional policy derived from new regionalist

literatures place a great deal of confidence in regional networking capacity and

institutional configurations of regions to secure regional competitiveness. This ‘institu-

tional perspective’ of regional policy advocates a type of regional economic governance,

which is associational, and network-based, allowing for ‘bottom-up, region-specific,

longer-term and plural-actor based policy actions’ (Amin, 1999). The main features of

the regional policy toolbox proposed are, firstly, that policy actions should aim to mobilize

networks of association and clusters. Secondly, emphasis is placed on creating partner-

ships between the public and the private sector and on the legitimization of intermediate

associations or forms of governance, such as regional development agencies (Halkier et al.,

1998; Morgan, 1997), seen as better suited to act in the interest of and forge stable

relations with actors at the local level. Thirdly, the public sector adopts a different role

under this perspective, acting as one of the institutions of the collective order working in

collaboration with other organizations. Therefore, policy action takes the form of

facilitation rather than direct intervention. Finally, a key axiom is that solutions have to

be ‘context-specific and sensitive to local path-dependencies’ (Amin, 1999, p. 368).

In relation to the alleged effects of institutions, a certain confusion can be found

between the consequences of success and the preconditions for development (Storper,

1997). It is not clear whether the alleged elements of regional success (such as social

capital or ‘institutional thickness’) are effectively outcomes or preconditions for successful

regional policy. The extent to which the presence or absence of ‘institutional thickness’

can explain uneven development is also ambiguous. It is assumed that certain institutional

structures have certain intended consequences, and yet ‘there is little evidence to suggest

that business relations are embedded in social local structures and that firms make

substantial use of institutional arrangements that might support cooperation and

innovation’ (Staber, 1996, p. 313).

The notion of institutions has also been criticized. It is argued that the complexity,

continuity and evolution in historical time of institutions are poorly understood (Doloreux

& Parto, 2005). There is, instead, a tendency to focus on a static landscape of actors and

institutions; thus discussions about their evolution, restructuring or even disappearance

are largely absent. Moreover, this regional agenda seems often to be about institution

building as an end in itself (Lawton-Smith et al., 2003), as policies based on this

‘institutional turn’ give the impression that supporting institutions matter as much as, if

not more than, the firms. Further, there is a tendency to focus more on the quantity of

regional institutions rather than the quality of these institutions and their interrelations, as
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8 well as on the creation of new organizations rather than on new functions and roles that

existing organisations could and do play (Gibbs et al., 2001; Radosevic, 2002).

Doubts have also been expressed about the efficacy of institutions that are created

from scratch and are not sufficiently embedded in existing routines; and about the

expectation that they will induce institutional change and enhance cooperation. What is

often overlooked is the fact that these institutionalist agendas require long time spans to

be successful, and that they have to deal with ‘complex, instituted processes and barriers’

surrounding their design and implementation (Howells, 2005). The risks of governing

complexity and the likelihood of governance failure (Jessop, 1997) are often overlooked.

Important questions can also be raised about how regional governance structures

are shaped, about accountability and monitoring, and about issues of inclusion and

exclusion, in the processes of institutionalization, policy design and implementation.

Against this participatory discourse, some critical views have pointed to the danger of

adopting a self-referential ‘boosterist’ approach, i.e. of bringing into the policy analysis

only the views of those who have vested interests in verifying the claims being made,

and thus limiting critical value and policy relevance (Lovering, 1999; Markussen, 1999).

This might ultimately contribute to supporting and legitimizing the efforts of elite

groups to construct and promote ‘regional agendas which mask the unequal power

relations between particular interests’ (MacKinnon et al., 2002, p. 304; see also Phelps

et al., 1997).

In relation to the emphasis on context-specific policy action, there is ironically a

stress on interregional learning and learning from best-practice initiatives. Whereas unique

local factors are perceived as key determinants of regional economic success, a common

tendency has been to copy the models that proved to be successful in a particular region

(Hospers & Beugelsdijk, 2002). There seems to be a proliferation of best practices that are

often of little guidance for policy, since they present non-replicable instruments and

provide very few clues as to how these intangible factors of success could be translated to

other regions. Examples of this trend are the expansion of technology parks and science

centres and the popularity of cluster policies, which have adopted a mantra-like status.

And yet, doubts arise regarding the transferability of successful models to peripheral

regions, i.e. how development programmes formulated in one time�space context can be

transferred to other sites without considering the ‘specificity of regional trajectories

underpinning the identified success’ (Smith et al., 2001, p. 132). As some critical accounts

state, ‘The new regionalism is self-consciously a perspective informed by (interpretations

of) experience in some prosperous regions. It might become more substantial and

coherent if it also took in the experience of less fortunate regions’ (Lovering, 1999, p. 391).

Unfortunately, there are few studies of failure (Howells, 2005). Further, empirical studies

have mainly focused on regions with a dominant metropolitan centre, as opposed to areas

containing an urban�rural mix (Gibbs et al., 2001).

Concluding Remarks

This article provided a critical discussion of some key dilemmas associated with

recent conceptual and theoretical developments in the area of regional innovation policy.

‘New regionalist’ accounts tend to portray regions as strategic actors competing in an

increasingly globalized environment, striving to develop and nurture tacit and region-

specific resources and capabilities. These tenets seem to overstate and adopt an uncritical
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8 approach to aspects such as the importance attached to tacit knowledge, the notion of

competitiveness and the proximity imperative, somehow neglecting the diversity,

multidimensional and multilevel nature of innovation. A somehow productivist and top-

down approach seems to prevail, together with a naı̈ve emphasis on benchmarking and

imitating from other successful regions and experiences. Moreover, excessive confidence is

placed in certain assumed associational and collaborative attributes of the region, ignoring

the complex and long-term dynamics of institutional building and the influence of power-

dependence relations.

In view of these dilemmas and the increasing importance of regional innovation

policies, there is a need, first, to better investigate the formulation and implementation of

innovation policies in a multilevel, multiactor context. So far, little critical analysis has been

dedicated to this policy field. Secondly, new avenues in the literature should seek to better

understand the diversity in regional contexts. Existing analyses fall short in understanding

the wide diversity of regional trajectories. In fact they only tend to cover a minority of

‘core’ regions. Regional decision-making needs to be supported with better intelligence in

terms of qualitative and quantitative indicators and a better grasp of context-specific

regional trajectories.

NOTES

1. An earlier version of this paper was published as a working paper in PREST/Manchester

Business School. The author wishes to thank Kieron Flanagan, Sally Randles and Jeremy

Howells for the feedback and comments given.

2. Other critical views argue that the existing set of official regions represents a ‘hotchpotch of

historical accident, local identity and national concern � or lack of concern � for consistency

or logic in defining sub-national administrative units’ (Cheshire et al., 1996, p. 43).

3. An example is the re-drawing of the NUTS 2 map for Wales in 1999, in order to qualify for

Objective 1 status. Tsampra and Palaskas (2002) (quoted in Lawton-Smith et al., 2003)

also mention NUTS 2 regions in Greece being politically shaped in order to maximize

European funding.

4. These different types of knowledge involve different mixes of tacit and codified

knowledge, different codification possibilities, different qualifications and skills, reliance

on different organizations and institutions, as well as different innovation challenges and

pressures (Asheim & Gertler, 2004).

5. Technological regimes are constructed out of the combination of ‘particular knowledge

bases, sources and degrees of technological opportunities, conditions of appropiability,

forms and degrees of cumulativeness of technological advances’ (Orsenigo, 1993, p. 42).

Technological opportunity is determined by the level of technological knowledge in

industry. Appropiability conditions refer to the likelihood of protecting innovations from

imitation, and therefore obtaining a larger share of the returns of the investment. The

knowledge base concerns the type of knowledge upon which firms’ activities are based.
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