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The research analyzes 2 Latin American regional innovation systems, their governance, the strategies and activities of the regional and national actors, the networking methods, the regional innovation policy management from planning to monitoring and evaluation.

This analysis has been carried out during an on site visit, assisted by the local and national authorities. The most relevant actors, both public and private, suppliers of knowledge, public and private bodies involved in transferring the research findings into the business sector, representatives from firms, have been interviewed. Approximately 25/30 interviews have been carried out in each region. The objective of the field analysis was to identify the success factors and the constraints in policy mechanisms, the opportunities for improving and upgrading the system, to understand how cooperation with the EU region could help to tackle these opportunities on the basis of the EU regional policy experience. The on site visits took place between March 15 and April the 10th in the Cordoba province (Argentina), and in Santa Caterina (Brazil). The results of the analysis provide an objective and concrete base to identify fields of cooperation on innovation policies among EU and LA regions, to share successful EU regional policy experiences.

The Latin American regions in which the analysis took place are some of the most developed and advanced in relation to the regional innovation system implementation within their own countries. In many respects these regions are particularly close to Europe, most of the population is of European origin and keeps strong links with the country of origin; the productive structure is based on manufacturing districts or enterprise clusters. The Cordoba Province and the State of Santa Caterina, with respectively 3 and 6 million inhabitants are fast growing regions; both have a strong manufacturing and agricultural production base, specialized in sectors such as mechanical engineering, textile, auto vehicles and auto components, agro food, chemicals, medical equipment, ceramics, furniture and ICT services; in addition new sectors are emerging. The regions productive structure is made up of significant specialized manufacturing and a large agricultural production (Cordoba), organized in territorial districts (S.Caterina). A large majority of micro and SMEs coexist with successful medium and large companies and multinationals. The manufacturing export is still a low share of the total production which is mostly sold on the domestic market. The regions have a well established sector of knowledge production based on public and private universities as well as on some private and public laboratories for R&D. Cordoba is one of the oldest universities in L.A. and a university town, Santa Caterina hosts a large number of universities and secondary education institutions which are spread out over the State’s territory and it has carried out a very ambitious program of education and training involving the young population in the internal areas of the State as well as in Florianopolis. The territorial organization is polycentric in both regions; there are no large and problematic urban agglomerations and a set of intermediate cities where the production is located guarantees a well balanced territorial growth even if the attraction of the coastal areas needs to be counteracted through strategic territorial planning. Finally, the governance is multilevel as the central and local government operate in partnership; locally there is a wide political consensus and a high degree of cooperation among private and public actors, reinforced by fast growth. 

The regional innovation system in the two regions operates in a dualistic context in which a small portion of micro and SMEs are assisted by technical and training centres satisfying the basic needs of the firms, and are not involved within the regional innovation system.

On the other hand, medium and large firms benefit from the innovation policy funds and from the services provided by the intermediary organizations, such as incubators, technological parks and laboratories and to a lesser extent cooperate with the knowledge producing bodies. Transfer activities from knowledge production to innovation in firms is in fact still weak and university-firm cooperation needs to be reinforced in its practices and widened in scope and reach.

The regional system of innovation is in both cases, formalized through official regional strategic plans drawn up with a large partnership and a regional law, (forthcoming in Cordoba), which, on the basis of the national and constitutional laws, discipline the functions and activities of the actors and fix the overall social and economic objectives of the policy. Innovation is a significant part of the regional development strategy. 

 The national funds, which are overwhelming with respect to the local funds dedicated to innovation, are managed in partnership by the two local governments and the Central Government. Local bodies assist firms in presenting projects to obtain grants and are sometimes in charge of sections of national innovation funds provisions. In general those funds are horizontal and do not focus on specific technologies or sectors. The funds objectives are decided with the support of a National Council which meets regularly to discuss policies and fix the objectives of the funds to enhance innovation, taking into account the needs of each individual region of the country.

In both regions the innovation system is driven by an active role of the political authorities (Province of Cordoba and State of Santa Caterina) and sustained by a good level of cooperation between actors; within this context the universities and their research activities however still need a greater focus to acquire a more efficient function in the system. That is why the regional mechanisms for linking demand and supply of innovation is still under construction; for this reason the intermediary institutions, incubators, technological parks and private research institutions play a particularly relevant role in the system, especially in Santa Caterina.

Despite the active role of the regional authorities the management of the policies still leaves a lot to be desired, both in terms of strategic intelligence for more focused vertical policies, and of monitoring and evaluation of the activities carried out. The Institution building process at the regional level needs to be upgraded mainly because these policies fall short of involving the core of the SMEs in the innovation process and do not focus on critical technologies within the local manufacturing value chain.

The main conclusions of the on site analysis were the following:

· The innovation systems are dynamic with a high potential for increasing the competitiveness of firms.

· The innovation systems need to be upgraded in many respects to support SMEs in the globalization process. 

· The innovation system’s main objective is to include an increasing number of SMEs and to develop networking and cooperation among actors in clusters and districts, carry out vertical interventions on key strategic technology for local district competitiveness

· There is a widespread interest of the local authorities, the intermediate bodies and the firms in increasing international cooperation especially with other EU regions to which, for cultural and structural reasons these regions are very similar. In the past twenty years Many EU regions have had to face the same kind of problems and obstacles and can transfer their experience.

· Cooperation cannot be top down and needs to follow a step by step approach in which a broad consensus and stakeholder participation becomes the driving force.

· Cooperation will initially involve the 2 Latin American regions and the EU to maximize its effectiveness for the first phase. 

· A significant number of EU regions have specific experience in the policies and in the same sectors of interest as Cordoba and Santa Caterina; by the same token the cluster and district innovation policies that they are carrying out can also be transferred.

Over the last 20 years the DG Regio has developed a unique experience in sustaining the establishment of a regional innovation policy, strengthening the actors’ awareness and improving the policy instruments from monitoring to evaluation, those relevant are:

· The RIS and Rits for regional innovation planning; assistance to poles and clusters policy, interregional networking and EU technological platforms are an example of the activities carried out with the fundamental support of the structural funds.

· The EU regions specialized in clusters and district policies for 2 decades have developed effective instruments for carrying out focused vertical technological interventions, through technological foresights, the transfer of critical technologies, benchmarking, involving the SMEs in the process through networking with larger firms. 

· The multilevel governance practice of cooperating with the central government in case of shared competence. In particular the coordination of basic and applied research (central competence mainly) with the innovation needs and plans of the region have been developed.

· The EU regions themselves can greatly benefit from the LA experience and from the widening of the strategic horizon of their local stakeholders. In a second phase they can set up ad hoc cooperation projects to develop collaborative R&TD activities or product or process innovations,

· A significant number of EU regions are interested in participating due to their similar specialization and territorial patterns and to a significant number of SMEs. They are mentioned in the text, however the list can, if need be, enlarged to regions particularly experienced in cluster and district development in the manufacturing and service sectors in which the 2 L.A. regions are specialized. 

Within this context the EU-LA regional cooperation between the 2 Latin American regions and 1or2 EU regions can be established at 3 levels to include the different actors of the system: 

1. cooperation of regional authorities and specialized agencies on policy decision making and governance. 

This first level of cooperation among regional authorities is aimed at exchanging experiences in policy setting, implementation and management with respect to clusters and SME innovation inducing policies. This level of cooperation should cover ad hoc management and monitoring issues for policy implementation, benchmarking, intelligence and foresight activities on key technologies and world market developments to assist decision making. All these activities are needed to fine tune and systematically upgrade instruments and the regional system of innovation for the different local sectors or districts. They are necessary tools for improving policy effectiveness, from planning to management and evaluation. At the same time this phase will progressively involve the private and semi-private actors to establish the program of cooperation for the following phase. 

2. cooperation among districts or clusters or poles and their main actors: incubators, technological parks, labs, excellence centres, platforms and other supply side and transfer institutions. Focus should be on projects and practices for the integration of networking of SMEs, cross fertilization etc.

The second level of cooperation focuses on the experiences and main practices of supply side and transfer institutions to enhance innovation and R&TD investments in clusters; the supply and transfer institutions are the main actors to encourage SMEs to participate and to network, to organize effective transfer and include SMEs in the process. This level covers all the issues of techniques, instruments and operational issues involved in connecting the actors and in carrying out the activities, which will be carried out at district or sector level focusing on critical technologies and technological gaps in the local value chains. The cooperation can start with 1 or 2 leading sector districts and then be expanded to others.

3. Cooperation between leading district firms on specific technological issues.

The third level of cooperation among firms is the final stage of the process aimed at encouraging some forms of integration and cross fertilization between firms and clusters. This cooperation may be between a cluster or a group of firms and a similar EU cluster or district or group of firms; in addition, it may involve individual firms to research and develop joint R&TD finalized to technological innovation or market or organization innovations. 

The actors, contents and specific aims of the cooperation differ in relation to the 3 above levels.

The study has identified a set of objectives which are currently pursued by the EU regional innovation systems on SME empowerment and integration and on cluster reinforcement and internationalization. This list of objectives provides a portfolio of potential areas of cooperation which can set the base for the cooperation among regional innovation systems. The list of objectives covers a vast range of activities and involves several instruments which must be tightly connected in their actions to satisfy the need of a systemic approach to the regional innovation strategy.

A possible plan to establish an effective cooperation process and agreed on by the local authorities may be as follows:

Set of objectives and actions to reinforce the access of SMEs to innovation and their integration in the regional innovation system.

· Improve communication on innovation challenges and global opportunities.

· Reinforce internal competences on the relevant fields of technology and markets.

· Sustain networks and SME groupings on innovation issues to adapt existing high technologies to traditional products and processes.

· Favour connections SMEs/research and cooperation projects

· Set up ad hoc financing instruments or SMEs access to credit and to support high tech spin-offs

· Sustain common technological platforms (systematically integrating SMEs with services and other technological based establishment across value chains)

Set of objectives and actions to reinforce clustering:

· Reinforce cluster activities, governance, planning and technological road maps.

· Set up ad hoc instruments to manage policy activities from project selection to monitoring and evaluation techniques.

· Develop vertical technological strategies focused on sectors and value chain, filling technological gaps and stretching value chain to incorporate research and high value added activities. 

· Encourage cross fertilization within and across clusters and value chains, based on market opportunities.

· Reinforce cluster skills and technical knowledge on competitiveness issues.

· Set up common technological platforms of high tech services, infrastructures and equipments.

This list of objectives and contents of cooperation need to be tailor made to the specific needs of the regional authorities and the other stakeholders to be concrete and viable. Each objective embraces a large range of activities and choices must be made with reference to the available instruments and the specific targets of the regional strategy. The EU regions have gone a long way towards reinforcing SMEs and cluster innovation and dispose of the necessary expertise and experience acquired through a trial and error process in the past decade which can greatly help the success of the cooperation.
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