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1 Introduction

European border regions provide specific opportunities for business development through cross-
border exchange and mobility of customers, employees, services and goods. This includes the
exchange of capabilities, knowledge and ideas which form preconditions for innovation. These
opportunities are, however, less pronounced in EU external border regions. In many cases border
interactions are limited due to political, physical, economic or socio-cultural differences. Moreover,
most regions at EU external borders can be described as peripheral, both from a European and
national perspective. More than others, these regions lack the critical mass for business development,
have to cope with negative population developments and are perceived as lagging behind. Still,
business development can be stimulated and thrive in EU external border regions. Targeted
approaches and strategies that are place-based and address the specificities of EU external border

regions can make a contribution.

This document as a framework for territorial business development strategies presents ways to ensure
that policies and instruments for business development acknowledge and utilise the realities and
assets of EU external border regions. It provides inspiration for public authorities and other
stakeholders in EU external border regions that aim at enhancing their business development
potential. In doing so, this framework promotes a place-based approach for business development

along EU external borders.

The ways to promote business development presented in this territorial framework built on lessons
learnt from the ESPON project on “Business Development Opportunities at External EU Borders”
(BusDEV). The project analysed the business environment and assessed territorial effects of existing
business policies in three EU external border regions, namely the Latgale region in Latvia bordering
Belarus and Russia, the Utena+2 region in Lithuania bordering Belarus, and the Romanian counties
Botosani, lasi, Vaslui and Galati, all of which bordering Moldova. Experience from these three regions
located at EU external borders allowed to draw a variety of lessons that may also serve as source of

inspiration for other EU external border regions.

The following presents different ways for business development in four main chapters (Figure 1.1).
Each chapter presents first a rationale why this step is relevant when developing a territorial strategy
for business development in EU external border regions. Subsequently, different steps and examples

are provided for each of these four main chapters.

e Understanding the border region (chapter 2) — assessing border realities, assessing business

needs and support measures, and visualising challenges and opportunities.

e Adapting to change and new realities (chapter 3) — identifying trends and future developments,

developing scenarios and visions, adopting territorial foresight approaches, and deriving actions

and assessing their robustness.

o Defining a strategy for business development (chapter 4) — defining policy objectives,

selecting policy instruments, inspiring stakeholders, and monitoring and evaluating progress.

e Stimulating ownership and engagement (chapter 5) — involving different players, being clear

on roles and responsibilities, and enhancing capacities.
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The main four chapters and the various sections within these chapters can be read and applied in any
order depending on individual interests and region-specific needs. Still, different sections and steps
relate to each other. Cross-references are provided in the text for quick access to other relevant parts
of the strategic framework. Chapter 6 brings together the points from the four main chapters from the
perspective of territorial governance. The final chapter 7 presents an overview of challenges and
possible solutions. It functions as an index and shall support the reader in quickly finding the respective

section of interest.

Each step is illustrated by means of practical examples. They derive from the analyses and lessons
learnt in the ESPON BusDEV project. More information on this ESPON project as well as individual
reports for the three abovementioned EU external border regions in Latvia, Lithuania and Romania

can be found online at http://www.espon.eu/bus.

Figure 1.1. Structure of the report

Source: Project consortium
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2 Understanding the border region

WHY IS THIS OF PARTICULAR INTEREST FOR EU EXTERNAL BORDER REGIONS?

Regions at EU external borders are diverse but also share some commonalities. Knowing and
understanding the importance of border realities and specific characteristics is pivotal for developing
place-based business development strategies in regions at EU external borders.

EU external borders define more pronounced differences between neighbouring regions than EU
internal borders, e.g. political, economic and socio-cultural differences. Each difference influences

possibilities for business development. Local and regional players are implicitly aware of this

specific context. Still, it is important to make their implicit and tacit knowledge of border realities

explicit so to fully exploit it as a shared basis for developing and implementing adequate place-

based business development strategies and policies.

Within their countries, regions at EU external borders are often (perceived as) peripheral areas.
Many regions at EU external borders have comparatively low socio-economic perspectives. They
are dealing with population decline, low economic growth and have low levels of accessibility to the
EU internal market. In European and national perspectives these regions are hence regarded as
peripheral. Negative images on some of the EU external border regions, e.g. regions considered
as being “far away”, strengthen this peripheral aspect. Regions at EU external borders need hence
additional efforts to identify, assess and exploit specific strengths so to stimulate and promote

business development.

Place-based business development approaches with a particular focus on border realities are needed
to address regional specificities of EU external border regions. Business development strategies shall
thus be based on a good understanding of border realities and the specific territorial strengths and
weaknesses. Making these elements explicit by identifying and visualising them facilitates the process.
Due to their distinct focus on the border location and border realities, the following steps can enrich

and complement socio-economic analyses.

2.1 Assess border realities

To start with, relevant aspects that characterise border

realities need to be identified. Borders entail political,

physical, economic and socio-cultural differences between

neighbouring areas (see Table 2.1). These influence the

everyday life of people and businesses in border regions and

beyond in different ways. To make knowledge about the border
Openness of

the border region explicit and develop a shared understanding of the

Ul e region, its strengths and weaknesses, four border dimensions

between border realities

can be distinguished and need to be assessed in further detail.
Such an assessment starts with identifying and structuring relevant aspects. Table 2.1 provides
examples of aspects to be considered for each of the four dimensions. All aspects together provide

the framework for border interaction and opportunities for business development.
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Table 2.1: Multidimensional approach to border realities

Political dimension Physical dimension Economic dimension Socio-cultural
dimension

Type of border Key topography GDP, income & price Languages & their roots
National & regional characteristics (mountain disparities Knowledge of languages
conventions & ranges, rivers, protected Work force & Minorities (rights)
agreements areas) with implications unemployment rates Perception of the state,
Border crossings e.g. for infrastructure Role of centres technologies, participation
Administrative systems Accessibility (dominance) etc.

Public authorities' work Population distribution Dominance of sectors How to approach change
relations Currencies Historical legacy

Use of EU instruments

(e.g. EGTC)

Source: Consortium, based on (ESPON, 2019)

In a next step, it is important to assess the present situation of all aspects under each of the
four dimensions. For some elements like the geographical characteristics of the border and
availability of border crossings (e.g. border river with few bridges) the level of openness is rather
obvious. A higher number of border crossing make the border more open. Similarly, a higher number
of bilateral agreements facilitate interaction. On the other side, different languages in the cross-border
area can have closing effects. For other aspects, the level of openness may be rather defined by the
level of similarity or in how far they have mutual effects, i.e. hinder or complement each other, for
example, administrative systems, cultural traditions and habits or employment levels. Assessing
border realities along the four dimensions helps to better understand the border region’s specificities

and make the implicit and tacit knowledge more explicit.

Finally, the interrelation between the four dimensions is assessed. For example, the existence
of a border crossing point (physical dimension) influences the likelihood of economic interaction in the
form of transport of goods. A shared history may facilitate communication in a shared language and
similarities in political systems may result in similar administrative competences of local authorities.
Altogether, assessing the interlinkages between the four dimensions allows for conclusions about the
overall level of openness. Based on the level of openness, specific assets or obstacles to be further

developed and utilised for business development in border regions can be identified.
Practical example: Border realities along the Romanian-Moldovan border

The assessment of four dimensions of border realities for the Romanian-Moldovan border shows a
mix of closing and opening effects: 1) The political dimension is characterized by political instability
and slow progress of reforms in Moldova as well as volatile relations between Moldova and Romania.
It, hence, has rather closing effects. 2) The Prut border river and the underdeveloped transport
infrastructure contribute to creating a closing effect for the physical dimension. 3) The economic
relations, the opportunities generated on both sides of the border, enhanced by social and cultural
factors are substantial opening effects with a high potential for further development. 4) Citizens in the
border region share a common cultural heritage. They have a common language and increasing
personal, organisational or institutional relations. The social and cultural dimension, therefore, has a
strong opening effect, spilling over to other areas of cooperation, including business.
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2.2 Assess business needs and existing support measures

For business development strategies, an in-depth
understanding of the needs of businesses and
entrepreneurs is crucial. To assess the needs, a simple
survey can be conducted and sent out to all businesses
registered and operating in the region. Such an
assessment should also include a critical analysis of
existing support measures, their relevance and
support measures effectiveness. This allows to understand in how far the

available support measures are in line with business

Proposing region-specific ) .
S heeds and what is needed to better address their needs.

An assessment of existing support measures starts with identifying all instruments and
measures available for business support in the region. Information about their application can
help to assess the relevance for the region, e.g. information on the number of entities that received
support from a certain measure, type of support, budget size (in case of financial support), territorial
focus, business needs addressed by this measure. In addition to the relevance, also the effectiveness
of existing measures should be assessed. This can be done by asking various key questions, e.g.
which objectives were achieved with a specific measure; what was the actual impact of this measure;
are other measures available that have had similar objectives and effects; did the measure develop
synergies with other measures; did the measure create spill-over effects or side effects that are of

particular relevance for regional development.

In a next step, the outcome of the assessment needs to be reflected against the background
of the assessment of border realities and their various dimensions and aspects. This helps get
a more nuanced understanding of the support measures and their embeddedness in the specific
context of the border location. Important questions in this context are: How do border realities hamper
or facilitate the impact of support measures in the border region? How can the measures better reflect
border realities? How can they contribute to change of border realities? Especially when discussing
why certain support measures work well or do not work at all, it is important to identify the actual root
causes. Root causes do not necessarily refer to the immediate business context but can also hint at
various implicit and explicit issues, e.g. a lack of mutual trust, neglection of the specificities of border

regions in the design of a support measure or differences in operating methods and working cultures.
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2.3 Visualise challenges and opportunities

Eye-
opener
Develop shared

understanding

Sound analysis as
neutral ground for discussion

Visualisations are important elements that can
contribute to strategy development. They function as
eye-openers and help discussants to better understand
each other. They can furthermore contribute to developing
a shared understanding and making tacit and implicit
knowledge more explicit. Basic illustrations such as
diagrams and overview tables can be used to present
evidence as the common and neutral ground for a sound
analysis. They support and enrich texts but also stimulate
discussions as they can be interpreted in different ways.

More complex visualisations can be used to illustrate and

summarise key principles of a wide-ranging discussion. They contribute to reducing complexity,

keeping the overview and increasing comprehensibility. Maps or cartographic sketches are particular

means in this regard as they illustrate the territorial dimension of a specific topic.

A specific tool that was developed within the ESPON BusDEYV project to identify and visualise

challenges and opportunities, is the Territorial Capital Matrix. It allows users to develop a

comprehensive overview of a vast amount of relevant yet highly complex and interrelated data and to

get a comparatively quick overview of the overall situation in a territory.
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The main steps towards a Territorial Capital Matrix for a specific territory are as follows.

1.

Define a topic, e.g. business development at regional level. The two dimensions and different

features identified for the ESPON BusDEYV project are suitable starting points in this regard:

(a) Territorial dimension (‘location’): Functional area cooperation, services of general interest,
territorial capital, networking, accessibility;

(b) Business dimension (‘beyond location’): Clusters and networks, professional support, legal

and financial framework, education and innovation, business support system.

Define a set of subtopics that operationalise the feature and shall be analysed in further detail
in the next steps, e.g. business associations, industrial clusters and cooperatives for the subtopic
‘clusters and networks’, or education, state/municipal services and health care for the subtopic

‘services of general interest’.

Answer multiple choice questions for the territory at hand. They refer to
(a) territorial benchmarking;
(b) links and cooperation with other territories; and

(c) the impact from developments in other territories.

Assess the territory’s performance to other territories. All questions can be answered for
different territorial levels of interest, e.g. national, cross-border and European. For answering the
guestions, one can distinguish between a colour coding that compares (much better (dark green),
somewhat better (light green), somewhat worse (yellow), much worse (red)) and allows to add

some key words to complement the user’s choice.

Read and interpret the Territorial Capital Matrix. This can best be done in cooperation with
local and regional players and not by a single person. Different access points can be taken, all of
which aim at getting a quick overall picture of the situation and identifying issues from a more
integrated perspective:

(&) Overall pattern: The dominating colour (red, yellow, green) allows for first conclusions whether
the overall situation is rather positive or negative. It also allows for identifying and assessing
strengths and weaknesses.

(b) Geographical levels: The Territorial Capital Matrix can be read for a specific territorial level.
First insights can be derived from the dominant colour coding but comparisons between the
different territorial levels enable the user to identify a potential territorial level that needs
specific attention for future activities.

(c) Thematic focus: The Matrix can also be read by themes or subtopics. By focusing on the
dominant colour codes for a specific subtopic, insights can be gathered on topics that hold the
most opportunities or challenges for future activities.

(d) Interdependencies: Going one level beyond the thematic impression, for each subtopic three
guestions have been answered (benchmarking, cooperation/links, impact from other
territories). Looking into the colour codes for a specific question and comparing the result
between the questions allows to identify spatial interdependencies for a specific subtopic.

(e) Cross-readings: If a Territorial Capital Matrix is filled in for different territories, it is possible to
compare different territories, i.e. assess similarities and differences, but also identify access

points for development opportunities and challenges.
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Figure 2.1 Sample of the Territorial Capital Matrix

Category of Questions Key words Territorial levels
the dimension v v T
Regional level / stakeholder territory National level Cross-border level European level (if relevant)

Functionalarea cooperation 3 key words 3 key words 3 key words 3 key words
(Good cooperation' Drain effects Low cooperation: CBC onl Economies of scale effects
How is the situation various locations in the region \ational average ... other side of the border European average
compared to ... several strong points in the region - somewhat worse somewhat better - much worse -
How are the links to / ... various locations in the region ... national centre ... other side of the border ... European centres
cooperation with ... well bad bad very bad | ]
How is the situation .. various locations in the region .. other side of the border .. European centres
support -Irrelevam drain -
Sub-tOplCS tional area cooperation 3 key words 3 key words 3 key words 3 key words

| Brain drain, high mobility
.. European average
somewhat worse
.. European centres.
© verybad ]
. European centres
© drain | ]

Deficit of skilled motivated labour Brain drain, high mobility

. various locations in the region \ational average
strong urban-rural imbalance ~ muchworse

.. various locations in the region .. national centre
well ~ bad

.. various locations in the region ational centre

spillover © drain

3 key words 3 key words J/ 3 key words 3 key words

Poor connections, no work commuting Poor connection Limited public transport connections Poor connection to the rest of the EU
How is the situation .. various locations in the region ... national average .. other side of the border ... European average
compared to ... by one location in the region ~ somewhat worse somewhat worse much worse -
How are the links to / .. various locations in the region .. other side of the border ... European centres
cooperation with ... very bad bad bad
How is the situation ... various locations in the region . other side of the border ... European centres
affected by ... drain B i B irrelevant irrelevant

X

Colour-coded multiple-choice responses
Source: Consortium (ESPON BusDEV, 2020; Interim Report)
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3 Adapting to change and new realities

WHY IS THIS OF PARTICULAR INTEREST FOR EU EXTERNAL BORDER REGIONS?

Regions located at EU external borders have to deal with specific challenges that have direct impact
on businesses and their future development perspectives. They face more uncertainties than other
regions and are more sensitive to these uncertainties. Changes in geopolitical relations are an
example for an external factor that entails uncertainty and significantly affects border realities and

development perspectives.

As a consequence of the comparatively high level of uncertainty, the general degree of business-

related interaction between regions at EU external borders and regions on the other side of the
external border is limited. Instead, businesses focus on the EU internal market and promote
relationships across EU internal borders. Here, they assume more long-term stability of political and
legal framework conditions. Support measures in regions at EU external borders must reflect the
uncertainty and, hence, be designed in a way that can be adapted to changing frameworks and

new realities.

Border realities are not static but subject to change. Strategies and approaches for place-based
business development need to address this through a high capacity of adaptability and
responsiveness to future developments and changing framework conditions. The different elements
described in the following sections can contribute to preparing for change and creating flexible policy

frameworks and support measures.

3.1 Identify and assess trends and future developments

Identifying trends helps to understand different
Know possible possible futures. Trends describe change with a

futures
specific focus on future development. They are

Know possible
impacts relevant in all parts of society. Trends can be
Identify and categorised and structured in different ways. One can
assess trends -

distinguish between a thematic focus (e.g. the STEEP

< f::f;;lz approach with Societal, Technological, Environmental,

L 4 a4 Economic and Political trends), the spatial scale on

4 which they mainly appear (e.g. global, European,
EEEB

national, regional, local), or whether they can be
directly influenced by, or are outside the reach of, a certain group of players (exogenous vs.

endogenous).

An in-depth assessment of a trend helps to draw conclusions about its actual impact on the
region. Such an assessment can start with a more detailed description of its likelihood and actual
relevance. The likelihood describes whether a specific trend is likely to become more important in the
future — and under which conditions. The relevance refers to the impact a certain trend might have on

the development perspectives of a certain territory.

Wild cards can raise awareness for unexpected yet extreme events. Throughout history events

with low likelihood but enormous impact led to significant disruptions and changed the playing field.
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Such events are characterised by high unpredictability. Even though some expert groups or even the
wider public might be aware that such events might generally happen at some point in the future,
nobody knows when this will actually be and only few people have thought about how to respond to
them. The COVID-19 pandemic is the latest and most obvious example in this regard. Wild cards
illustrate the high level of uncertainty when discussing possible future developments. They furthermore
show that trends should not be ignored just because their likelihood is assessed being low. Whether
a certain trend or future development is understood being a wild card or not, eventually depends, inter

alia, on individual backgrounds and perceptions.
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3.2 Develop scenarios and visions

Developing scenarios and visions facilitates the

Deal with identification of ways to dealing with uncertainty.
| uncertainty

Scenarios
and visions

Local and regional players need to have a clear

Exchange on . . )
priorities understanding of where they want the region to go in
the future and how they expect present realities and
| -

future opportunities to evolve. Such a future-oriented

I .‘ E"s:::t:’“e framework of visions or scenarios can be used for
N [ 4 adapting business support policies and measures to

: changing environments. Whether scenarios or a vision

EEE n are more suitable, depends on the specific purpose

and objective. In general, both enrich the process of making instruments more fit to the specific needs

of businesses and other regional players.

Visions define a desirable picture of the future which is based on a core set of ideas, values
and principles (Zillmer et al., 2015). A visioning process allows participants to think freely about a
desirable future and long-term objectives, e.g. which business sectors would they actually prefer to be
characteristic in the region. As such a vision can thus be used as a framework for assessing whether
a certain policy measure or instrument is actually suitable to contribute to the desired future situation.
In addition, a visioning process can contribute to exchanging perceptions about preferences,
challenges and interests and raise awareness for the need to transform an abstract idea into an actual

opportunity.

Scenarios are a plausible description of how the future might develop, based on a coherent
and internally consistent set of assumptions about relationships and driving forces (Zillmer et
al., 2015). They are closely related to the different trends and future developments. By bringing
different trends together to a plausible picture of the future, they provide insights into complex topics
and help to reduce complexity. As usually not only one but different scenarios are developed in a
scenario process, different alternative development pathways can be compared and analysed so as
to understand potential advantages and shortcomings of each scenario. More specifically, the

influence and impact of support policies and measures can be assessed against the assumptions and

storyline of a variety of possible developments and changes in border realities, for example.
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3.3 Adopt territorial foresight approaches

Territorial
foresight

Understand
the future

Map territorial
impacts

Participatory
processes

e a better understanding of the future,

e the main factors relevant for future changes,

e a general understanding of cause-effect relations between these factors, and

o a first sketch of the territorial impact of the future territorial balances and imbalances on, for
example, a map supported by an easy-to-understand and easy-to-communicate narrative.

Territorial  foresight  approaches  facilitate
identification of policies fit for future development.
Starting a territorial foresight approach is another way
to dealing with uncertainty. Territorial foresight is a
future-oriented approach characterised by (a) critical,
lateral thinking about long-term developments, (b)
broad discussions creating wider engagement
(ranging from expert panels to crowd intelligence), and
(c) shaping the future, especially by influencing policy.

The final outcomes of such approaches include:

The approach combines thus features of the abovementioned identification of trends and scenario

development processes. The final result of a territorial foresight is a mapping of territorial impact by

different types of territories that may be present in the border region (e.g. urban, rural, coastal, ageing,

rich, poor, industrial or agricultural). This mapping in the form of sketches is supported by a storyline

detailing the main factors and their relations impacting these territories.

The following four working steps can be used to structure and organise a territorial foresight approach

(Bbhme et al., 2020; Holstein et al., 2019):

1) Defining the foresight topic in a participatory process

2) ldentifying key factors and mapping their territorial dimension

3) Processing the outcome through additional research

4) Documentation and development of recommendations

More details are provided in the ESPON Territorial Futures Handbook, available through:

https://www.espon.eu/territorial-futures

ESPON 2020
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3.4 Derive actions and assess their robustness

Future thinking is not an end in itself. Every
Future approach to think about the future can be translated

robustness i i i
into concrete actions. Conclusions about what can be

Address
threats done now to benefit from, or mitigate the impact of,
Action future developments are a key output of any process

orientation . . . .
looking into the future. Actions bridge the gap between

Address

- the discussed future situation and the present
opportunities

situation. They increase the actual relevance of such

an exercise for policy making.

Actions need to address both opportunities and
threats. After identifying trends and assessing their potential impact, it is important to discuss what
can be done to mitigate threats or opportunities that derive from trends and future developments. Four

questions can structure this discussion:

e How can we make use of our current strengths so to benefit most from future opportunities?

e How can we make use of our current strengths so to mitigate future threats?

e How can we avoid that current weaknesses hamper us from benefiting from future opportunities?
e How can we avoid that future threats intensify our current weaknesses?

An assessment of the suitability of proposed actions in light of other developments increases
their robustness. Some actions are direct conclusions from a certain trend, vision or scenario.
However, not every action that derives from the process needs to be taken into consideration for a
final set of ideas and recommendations. Changing framework conditions or other trends might reduce
the effectiveness of a proposed action in the mid to long-term. Only actions that are suitable under the

conditions of various trends or scenarios are sufficiently robust.
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4 Defining a strategy for business development

WHY IS THIS OF PARTICULAR INTEREST FOR EU EXTERNAL BORDER REGIONS?

A strategy for business development provides stakeholders in external border regions with a

framework for initiatives. A single framework allows to bring together different initiatives, propose a

variety of policy instruments in support of these initiatives and provides a long-term perspective.

Moreover, a single framework allows to propose integrated approaches for business development.
Although this is common for most territories, business development strategies at EU external border

have different accents.

Strategy development in EU external border regions requires additional efforts for finding sets of
interrelated policy instrument as result of limited competences by local authorities. Also, more
efforts are needed to illustrate stakeholders the benefits of policy measures, i.e. through examples

from elsewhere or pilot actions.

Completing the following steps to define a strategy for business development at EU external border
regions facilitates to focus policy options for business development and brings clarity among
relevant stakeholders. The definition of priorities, objectives and policy instruments focuses policy
support on the most relevant areas in the framework of border realities (see

). Moreover, the process of strategy development helps key stakeholders to

understand the support offered and thus prepared for better implementation.

Once the territorial characteristics and border realities are made explicit, a place-based strategy for
business development can be developed. Such a strategy introduces the key objectives for business
development, proposes policy instruments to achieve these objectives and specifies ways to monitor
and evaluate activities implemented in the framework of the strategy. The inclusion of examples and

results from pilot actions aim to inspire more stakeholders to contribute to the strategy’s objectives.

4.1 Define policy objectives

To start with itis important to define policy objectives based on the outcomes of the territorial

analysis (see Understanding the border region) and

forward-looking approaches (see Adapting to
change and new realities). The border reality, needs,

SMART and opportunities of the region shall be translated into

objectives Stilmmfte a selected number of clear policy objectives. Following
oca

actions and the rationale of SMART objectives, an objective should
initiatives
be (a) Specific as it focuses on one target or ambition,

(b) Measurable as it allows for quantification and target

Address setting; (c) Achievable as it can be implemented in the

border

needs given context, (d) Relevant as it fits the overarching

vision, and (e) Time-bound as it has a defined timeline.

The same analytical tools used to assess the
territory and its border reality help to prioritise the

most relevant objectives. Questionnaires and focus groups help identifying the highest needs of
ESPON 2020 14



entrepreneurs. Assessing the border reality and existing support allows to identify distinctive policy
objectives for the region. A territorial capital matrix depicts key opportunities and needs considering
multiple dimensions. Well-defined policy objectives address thus the needs and opportunities of the

border area. Moreover, they help to stimulate local actions and initiatives.

4.2 Introduce policy instruments that fit the context

Territorial pre-conditions for business development to thrive| ~ POliCY instruments for business development are
adequate if they relate strongly to the needs and
realities of the border region. For some border areas,
Set of this implies the introduction of policy instruments for
instruments business development. For other border regions this

P . requires first focusing on various preconditions that need

SRHOEE to be fulfilled for business development to thrive. Such

preconditions for concern territorial assets that indirectly

Leverages
other support business development, for example awareness

forms of

S on shared values across the border, entrepreneurial

skills, available infrastructures, border crossing points

and smooth checks at these border crossings. Such elements can function as enabling factors in a
strategy for business development. They create the framework and need to be promoted and made
available before further discussing specific instruments for business development. The set of
instruments must fit with these key framework conditions. Conducting a territorial analysis facilitates
the identification of the most relevant enabling factors, for example through the use of a territorial

capital matrix (see Assess business needs and existing support measures).
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A variety of different policy instruments are available to achieve the defined policy objectives.

These include, among others:

e Financing — grants, loans, equity, tax exemptions, awards and prizes

e Provision of infrastructure — incubator centres, transport and ICT connections, business parks

e Legislation and regulatory provisions — special economic zones, statutes and legal forms,
strategies, public procurement

e Capacity building activities — networking events, advisory services, marketing and labels, training,
information, community building

A business development strategy shall consider a selection of policy instruments. Selected
policy instruments shall be adequate in relation to the objectives defined for the region; shall reinforce
each other or at least not hamper their intended effect; and shall ideally lever support to business from

other players (e.g. national and EU). This maximises the effect and success of policy instruments.

Business development can best be supported from multiple angles. As such, a set of different
and interrelated instruments shall be considered at the same time. This concerns, for example, the
provision of loans and training activities for successful application of the loan, or organising networking
events where participating enterprises can also win prizes as good example for cross-border business

relations. The combination of support reinforces the use and thus the intended effect of the instrument.
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Specific instruments for the border region may also enhance business development support provided

by stakeholders from outside the border region. This is particularly relevant for local and regional
authorities in EU external border regions that do not have the capacities or competences to introduce
a set of different and interrelated instruments by themselves. Instead, players in border regions may
focus on instruments to lever instruments from others or provide the enabling conditions for successful
implementation. Examples include training or networking events for the use of European Structural
and Investment Funds, the appointment of a business consultant translating and applying EU and
national regulatory provisions to the regional context, or the introduction of a specific trademark or
label to better market successful cases and attract more attention for the region’s specific assets and
needs. Other pragmatic instruments may be introduced depending on the needs and objectives of the
border region.
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4.3 Inspire stakeholders for successful implementation

Successful

implementation
Examples of

possibilities

Pilots to
illustrate
applicability of
instruments

A comprehensive strategic framework for business
development with different objectives and various
interrelated instruments needs to speak to a variety of
different players. Policymakers at different geographic
levels and from different policy fields shall understand the
interrelations between policy instruments. At the same
time, enterprises shall understand which instruments are
available and whether they are relevant for their border
activities. Successful implementation of the business
development strategy relies thus also on its ability to
clearly communicate its messages and opportunities.
Good practices and pilot actions are relevant means to
achieve this.

Examples on the use of instruments make it easier to apply them. Particularly, stakeholders with

little capacities may find it easier to discover new instruments on the basis of existing practices and

examples. It saves these players time and resources to learn about different policy instruments for
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business support when lessons from elsewhere can be considered. A strategy for business
development shall thus include examples from the past or from elsewhere. Existing examples may
also focus on interrelations between policy instruments, e.g. providing inspiration for integrated
approaches. When communicating examples, it is important to make a link to the own territory and
border realities and focus on aspects that can be learnt. Techniques, methods and tools are most

suitable for transfer, processes and ideas more difficult to translate in other territorial contexts.

Pilot actions facilitate successful implementation of the business developments strategy in
different ways. Pilot actions help to test the adequateness of policy instruments and illustrate how
instruments can be best implemented in the border region. They particularly help to test the effects of
an instrument under specific border realities and in relation to other instruments. They help thus to
refine policy instruments and make them better fit to the region’s needs and potentials. At the same
time, successful implementation of a pilot action as well as lessons learnt from trial-and-error
approaches may inspire more players to use the instruments. The use of pilot actions is thus another
means to stimulate stakeholders in the region to develop and exploit business development

opportunities.
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4.4 Monitor and evaluate progress in strategy implementation

Border realities as well as needs of entrepreneurs

change over time (see Adapting to change and new

R realities). It is therefore important to remain open and

regularly review the strategic approach and adapt the

Informed policy

aking Review approach when needed. Means to monitor the progress to

RS achieving policy objectives shall be included from the very

beginning of developing the strategy framework. This
entails among others the definition of an indicator system

and the definition of targets. Ideally, the indicators reflect

Respond to
change activities by entrepreneurs that influence the border reality.

Examples could include the number of enterprises that use
financial support of the social economic zone for cross-
border trade or the number of participants to cross-border

business fora, training or network events.

Introducing an indicator system relies on adequate statistical systems. These systems need to
be set up and maintained. If fully operating, they provide the quantitative evidence base needed for
sound monitoring and evaluation activities. The tools and information from the territorial analysis can

be a starting point for this (see Understanding the border region).

Monitoring and evaluation provisions facilitate informed policy making and help to timely
adjust business development support. It is important to ensure that they do not significantly
increase the administrative work in public authorities neither at the level of businesses. Successful
inclusion of monitoring and evaluation provisions into business development support contributes to
well fit policy support over a long period of time, regardless changing external factors.

5 Build trust and stimulate ownership and engagement
ESPON 2020 20



WHY IS THIS OF PARTICULAR INTEREST FOR EU EXTERNAL BORDER REGIONS?

Providing business development support relies on close interaction with a variety of players.

Paliticians, policymakers at different geographic levels, entrepreneurs, economic partners and civil

society organisations need all have specific knowledge and competences to create the framework

conditions for businesses to thrive. In other words, business development, human capital and
government quality are closely connected.

Bringing together human capital and achieving a critical mass is challenging in many EU external
border regions. Border interactions are limited at EU external borders due to political, physical,
economic or socio-cultural circumstances (see also Understanding the border region). In addition,
many EU external border regions are peripheries, not only in a European context but also nationally.
This implies a reduced (quantitative and qualitative) capacity for providing business development
support with fewer players and players that are located on a greater distance from one another.
“Periphery” translates in some cases to reduced capacities: fewer own financial resources as a
result of low population densities; higher costs for infrastructures; limited available work force to
complete all tasks. Negative images of the border region, e.g. from the capital region, may intensify
perceptions of reduced capacities. Strategic frameworks for business development in EU external
border regions therefore demand additional efforts to ensure good governance arrangements with
players that feel engaged and responsible to take action.

Local and regional players need to cooperate in all stages of the policy cycle to ensure that policies
and instruments for business development fit the realities of EU external border regions. This implies
the identification of different public and private partners for policy development and implementation
and providing a framework for cooperation in which each player’s contributions can excel. To make
most use of human capital available in EU external border regions, the latter may focus on providing
clarity on roles, responsibilities and capacity building. Together these aspects contribute to
overcoming and compensating for a lack of human capital for business development support in EU

external border regions and instead build trust and stimulate ownership and engagement.

5.1 Involve different players in policy development and implementation

A starting point for the development of a strategic
Examples of

needs and framework for business development in EU
potentials i
external border regions concerns the
identification of relevant players. Whom to include
: in the development of business support policies
Link to L | depends firstly on the overall objectives and the
overarching o . -

strategy /. proposed instruments (see Defining a strategy for
: [ business development). Secondly, it depends on the

lnkto own competences: Do we have the right and power to

funding

introduce and implement this instrument? A mapping

of existing instruments in the border regions and their

responsible players for introducing the instrument and implementing it provides a starting point. Such
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an overview may also highlight missing competences and knowledge. Together the different aspects
highlight a variety of players that are relevant to enhance business development.

Following the quadruple helix approach, four types of players can be distinguished, each of which can
contribute  with own resources and capital (knowledge/expertise, financing, political
influence/regulatory power, staff etc.) to the process:

e Business, e.g. representatives of enterprises (micro, small, medium-size, large), business
associations, business initiatives, business development agencies, chambers of commerce;

¢ Government, e.g. administrative staff and politicians from different administrative levels, (e.g. local
and regional authorities, employment agencies) and policy fields (e.g. planning, business
development, environment, transport);

e Academia, e.g. (applied) researchers working on regional and/or business development, initiatives
on the interplay between universities and businesses, students;

e Civil society, e.g. environmental associations, labour unions, innovation centres, schools.

To avoid too strong a focus on single topics, it is important to achieve a balance between

different sectors and administrative levels. To reflect the territorial context and functional relations
with other regions, participants should not only come from the region itself but also from neighbouring
regions. Another key aspect for the selection of participants is the border dimension. Ideally
participants from the respective neighbouring non-EU country should be involved in the process from
the very beginning, due to the particular focus on EU external borders. A multiplier and main contact
person can help in coordinating activities in the neighbouring country and contribute with own expertise

and contacts. If it is not possible to involve experts from the neighbouring country, at least some
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experts should be invited who know the legal and administrative framework for business development

in the neighbouring country.

To facilitate innovative and out-of-the-box thinking, it can be useful to involve groups of
players that have not been involved in similar approaches in the past. When discussing future
perspectives, those that are most affected by the future are too often not involved in strategy
development processes. Students from secondary schools and universities could be a relevant target
group, for example. They can contribute with the young generation’s understanding and perception of
the border region as well as their expectations about possible and desirable future developments. In
this context, it is important to underline that their concerns are taken seriously and that their decisions
are actually taken into account. Their involvement must be more than just a sign of good will. It must
make a difference and feed into actual implementation processes. Besides business development as
an overarching topic, their ideas and contributions are valuable for topics that are most relevant for
young people, e.g. education, digitalisation, language capacities and the overall attractiveness of the

region.

When starting the process, the objectives and added value of the participatory process should
be clearly communicated to all participants. Transparency and openness contribute to building
trust among the relevant players. In this regard, it can be helpful to establish links between the
participatory process and other ongoing policy processes. The outcome of the participatory process
could feed into, e.g. the development of a new business development strategy or the preparation of a

regional development programme financed by the European Structural and Investment Funds (ESIF).

Whether players become involved in the development and implementation of business
development strategies depends to a large degree on their feeling of being connected to the
objectives. The communication of examples, urgency and added value for the region enhances these
feelings. Many stakeholders from the border region may not be aware of the specific potentials and

opportunities for business development due to the region’s specific location.

Embedding and linking border needs and potentials to other strategies or funding programmes
helps to frame border region’s specific objectives and policy instruments and increases
attention from different players. This concerns national or EU strategies for border regions or

business development, for example the Territorial Agenda 2030, the EU boosting borders initiative, or

EU Small Business Act. Funding programmes form another relevant trigger for involvement. Examples

of relevant EU programmes are COSME, InvestEU, the Instrument for Pre-Accession (IPA), the
European Neighbourhood Instrument (ENI) or the European Structural and Investment Funds (ESIF),
notably the European Regional Development Fund (ERDF) and the European Agricultural Fund for
Rural Development (EAFRD).
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5.2 Be clear on responsibilities and roles

Different experts with different roles are important for
Appoint a successful management and implementation of a
fjf:gfjj{ business development strategy. Possible roles and
responsibilities to consider include policy officers
managing the strategy, analysts determining the territorial
assets and needs for business development, legal
experts assessing the fithess of proposed instruments,
experts with profound knowledge of the business
framework in the neighbouring country, and experts for

capacity building who ensure cooperation and interaction

Use examples
and between public authorities and enterprises.
visualisations

Ownership of the business development strategy and
engagement in its development and implementation benefit from clarity among the different
partners. In general, it facilitates understanding among players with different backgrounds (public,
private, economic sector, administrative level etc.). Clarity becomes particularly relevant in a border
context due to different cultural backgrounds that determine languages, interpretations, habits etc.
Borders mainly characterized by ‘closing effects’ make these differences more pronounced (see
Understanding the border region). Hence, these differences are observed more frequently at EU
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external borders than along EU internal borders. Consequently, it is also important to address them
more proactively and more intensively. They need to be identified and assessed (see Understanding
the border region). Whether and how they are addressed through specific actions, depends on their
specific impact: Do they hamper cooperation? Could they be exploited? (see Derive actions and

assess their robustness)

The use of (external) facilitators helps to guide and steer development or implementation
processes of business development strategies. In particular persons with a large network in the
territory may be relevant for such a role. Alternatively, a person that has the capacity to motivate
players to contribute to business development can be appointed. Persons external to business
development or the territory may act as neutral facilitators in case of tensions in the partnership. A

facilitator may also have the competences to appoint and make clear the roles of other players.

5.3 Enhance capacities

: Ownership and engagement require continuous efforts
Mizte\:vslth to adapt to new border realities or changes in the
governance arrangements. Techniqgues to enhance
capacities facilitate these continuous efforts. In addition,
capacity building activities take away some of the challenges
that players in EU external border regions may experience
more frequently than players elsewhere, namely a lack of
critical mass to develop and introduce activities and

insufficient knowledge. In particular, networking and

Cooperate

cooperation activities address these issues.
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Networking and cooperation at institutional level increase the available capacities and
knowledge for business development strategies. Exchanges between business organisations,
chambers of commerce, public authorities and others offer possibilities for policy coordination,
coordination of responsibilities and tasks and exchanges of practices and lessons learnt. Regular
exchanges contribute to ensuring timely contributions of the governance system to the business
development strategy and allow for monitoring and possible adaptations to new situations. Even if the
circumstances do not allow for actual business development, it is nevertheless important to preserve
such opportunities for exchange and allow for personal exchange. Maintaining good relations is not
only a suitable means to the end of business development but also an important value in itself,
especially in border regions and across national borders.

Networking and cooperation at personal level facilitates the sharing of tacit knowledge and
provides opportunities to develop and maintain personal relations. Exchanges may focus more
on the specific translation of policies and instruments to border realities or the application of different
instruments in the context of a border region. These exchanges contribute to increasing the capacities
of both public and private players in EU external border regions and better understanding for the
situation on the other side of the border. Networking and cooperation at personal level may be best
organised between peers, e.g. between entrepreneurs, researchers, business developers, civil
servants or politicians. An important feature is the informal part of such events that focus on social
and inter-personal exchange, not necessarily aiming at business development. Nevertheless, such

events can always be enriched with a practical and business-oriented dimension, e.g. the opportunity

for ‘speed dates’.
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6 From territorial strategies to territorial governance

Territorial strategies aiming at business development in EU external border regions as described in
this framework, should be based on some key principles, starting with an assessment of border
realities, business needs and available support measures. Based on this, development perspectives
for the future can be discussed and elaborated. As a third element, the actual strategy development
and implementation can take place. This includes the development of a set of suitable measures as
well as monitoring and evaluation activities. At the same time, the involvement of a broad range of
players, a clear division of responsibilities and enhancing capacities contributes to building trust and

ownership for the implementation process.

What was described in the previous sections for a strategy process with a particular focus on business
development, can also be transferred to, and embedded in, a more general framework of place-based
policies in EU external border regions. The concept of territorial governance offers various access
points that can help decision makers and all relevant players in EU external border regions to develop
a new understanding and work on a new approach of policy making and implementation. Some key
elements for such a place-based policy framework are the following (Béhme et al., 2015):

Always start from the needs. Any bottom-up process should start from local and regional
development needs. These needs cannot be assessed from a purely external perspective, e.g. by
external researchers or consultants looking into facts and figures. Tacit and implicit knowledge about
informal dynamics, interpersonal relations, background aspects or habits is important to get the full

picture.

Foster diversity of governance arrangements. The specific features of a challenge or issue at stake
define the appropriate governance arrangement, i.e. who needs to be involved and how. This
automatically implies an enormous variety of arrangements. Setting up and maintaining context-
related and place-sensitive arrangements is time and resource intensive. Eventually, however, it is
worth the effort because the policy outcome is more targeted towards the actual issue (output

perspective) and the process leading to the outcome is more inclusive (input perspective).

Foster a new culture in the public sector. Territorial governance arrangements are based on the
participation of various players. Hence, their successful implementation requires a new culture in the
public sector characterised by open and transparent processes and communication. Public players
need to make sure that they do not only address other public players. They need to involve all relevant
players, treat them equally and create a level playing field. Otherwise, it will not be possible to reach

agreement among all players on policy objectives or actions to achieve these objectives.

Empower driving individuals. The success of territorial governance arrangements depends on the
willingness of individuals to engage and cooperate. Although everybody acts on behalf of his/her
institution, organisation, business etc., individual persons drive the process. It can however not be
taken for granted that ambitious and motivated individuals step forward and simply take the initiative.
Hence, it is important to empower them and provide a suitable environment which allows for flexibility
and experimentation.
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7 General challenges and possible solutions

The following table provides a brief overview of common challenges and possible solutions in the

context of business development at EU external borders. This overview also functions as an index for

the reader to quickly browse to the most relevant section of the strategic framework according to

individual needs and interests. Click on the number under ‘more information’ to directly go to the

relevant section and read more about possible solutions.

Challenge Possible solution

Imbalanced impact of border
realities in the region

Unclear needs of entrepreneurs in
the region

Negative self-perception on
business development possibilities

Different perspectives on needs
and opportunities for business
development among key
stakeholders

Priority setting for business
development at the short, mid and
long-term

Insufficient focus of policy makers
on the impact (opening and closing
effects) of border realities

Uncertainty about the border
situation

Lack of critical mass for business
development support

Drain of entrepreneurs and low
regional attractiveness

Limited capacity of businesses to
attract funding

Insufficient commitment of key
stakeholders for business
development

Insufficient trust for cross-border
cooperation between businesses

Tensions, opposing interests and
incoherent approaches among
relevant players

Limited capacity of local actors to
implement support measures

ESPON 2020

Specified territorial approaches for, e.g.,
urban and rural areas or areas far of close to
border crossing points.

Assess existing (national / European)
support schemes and their success to
complement information from surveys
among entrepreneurs.

Define specific assets of territorial specific
endowments that fit the regions and its
border reality, e.g. with support of a
territorial capital matrix.

Visualise the territorial situation and possible
trends for the region and use maps, figures
and other illustrations as neutral starting
points for discussion.

Assess trends and visualise business
opportunities and territorial assets in a single
framework such as a territorial capital

matrix. Use the framework as starting point
for discussion on priorities.

Assess possible impacts of border realities,
for example with the support of scenarios.

Work with different scenarios of likely and
unlikely futures of the border region and its
border reality.

Use a combination of support instruments
and make links to other instruments to
enhance or lever them.

Focus on pre-conditions reflecting territorial
assets and encourage business
development indirectly rather directly.

Link local initiatives to national or EU wide
objectives.

Communicate the added value and specific
needs of business development in the
border region, build trust and cooperate.

Be clear on objectives, roles and
responsibility and provide sufficient
occasions for exchange of ideas and
knowledge.

Work with visualisations, examples and pilot
actions. Possible appoint an external
facilitator.

Network, cooperate and learn from others.
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