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Motivation

1. Innovation
1. Why s it important for rural areas and the economy in general?

2. Policy lessons and the way forward
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Characteristics of Rural Regions

average
P I PR
GDP 44 579 17,388 8,757
GDP density 61.2 4.3 1.5
poplation density 1224 2 1447 37.5
employ ment 750,809 ITATTT 237,546
unemployment rate .1 8.1 8.5
employment rate 66 6 66_5 676
participation rate 3.4 73.0 4.4
GDP per capita 30,390 23,740 21,196
GDP per w orker 72,136 59,319 54,391

1. Lowerdensity and lack of critical mass

» no economies of agglomeration
» no internal market for competitive service economy

2. Longdistances

* need to be competitive to overcome higher transport costs

Agglomeration effectsin UR
*GDP density 41 x lower
*Populationdensity 32 x lower

Scale effects:
eoutput 5x lower
*employees 3x lower

Tradables are key

)

Low density economy



) » Rural and urban areas are deeply interconnected...

Share of rural residents by region type
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¢ In OECD countries, 26% of population live in PR regions (297 million)
s Around 80% of rural population (235 million) lives close to a city
** 6% of the rural population (62 million) in remote rural regions



Rural economies are much broader than agriculture...
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Share in GDP Share in employment

Turkey Turkey
Iceland Mexico
New Zealand Poland
Slovak Republic Greece
Poland Portugal
e e
e
Mexico New Zealand
Estonia l Kerea
Creece celand
Finland Ausina
Spain OECD 5.0
OECD 2.6 Hungary
Korea Ir_eland
Slowenia Flnlar.rd
Australia Spa_n
Poriugal Esionia
F el Jam
rance
Netheriands {\ustrda
Sweden Swatzeriand
Norway Slowvak Republ!c
Czech Republic Czech Rloépubllc
Ireland rance
Austria Netheriands
Denmark Norway
United States Dgnmark
Ja weden
S\mtzem Israel 7
Gemany Gemany 6
Belgium Unked States |6
Unked Kingdom Beigium 4
Luxembourg Unfed Kingdom 2

10

0

10

15




- Inequality: Rising labour productivity gap between
‘» global frontier and laggards

Average of labour productivity across each 2-digit sector (log, 2001=0)
Manufacturing Services

Frontier

Frontier

2000 2005 2010 20152000 2005 2010 2015

o Laggards Laggards ‘



Rural regions can be productive and sustainable...

Summary Statistics

GDPpc GDPpw Population

2000 2012 2000 2012 2000 2012

PU | 1206%  121.1% | 1120%  1119% | 2315%  2203%
IN 98 6% 00 7% 00 2% 00 3% 102.6%  101.4%
PR 85.5% 83.0% 91.6% 01.4% 50.0% 49 0%
PRC | 858% 86.3% 01.3% 03 3% 72.9% 74.3%
PRR | 84.9% 79.9% 91.9% 88.5% 24.0% 22.6%
Al 100% 100% 100% 100% 100% 100%
Growth GDPpc Growth GDPpw Population growth

2000-08 _ 2008-12 | 2000-08 _ 2008-12 | 2000-08 _ 2008-12
PU 2.07% -0.70% 1.30% 0.24% 0.78% 0.67%
IN 1.98% -0.28% 1.20% 0.65% 0.58% 0.45%
PR 1.95% -1.11% 1.62% 0.12% 0.35% 0.38%
PRC | 195% -0.28% 0.56% 0.55%
PRR | 1.05% -2.45% 138% _ -0.61% 0.02% 0.18%
Al 1.00% -0.70% 1.44% 0.34% 0.50% 0.46%

Maote: Data refer to GDF and GWYVA evaluated at PPFP constant 2010 US dollars, using the SNAZDDE classification.

@) OECD

BETTER POLICIES FOR BETTER LIVES




Innovation in rural regions

* |nnovationsystems?

— More likely in urban areas due to presence of highly skilled researchers and specialised research facilities
— Cluster-based innovation is unlikely present in rural regions

* Innovationmore important for rural regions than for large cities:
» They are much more specialised in the production of tradables

» Exposed to international competition / most rural regions reliant on a small number of export oriented
industries and must overcome higher transport costs

* Typesof innovation:
— Tailored to SMEs enterprises due to lack of formal internal R&D activities
— Entrepreneurship, collaboration among firms and forging rural-urban linkages are central to rural development.
— Local and GVC — how to add more value and how to retain it locally
— Finding niche market and internationalisation
— Innovation in services delivery
— Embracing new technologies



@» Digital value chains...
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Will almost certainly represent change
in the following areas...

* Universal connectivity
* Decentralised energy

e Digital business models
— Airbnb, Amazon, banking

e Physical production becoming local and automated
— 3D printing, synthetic biology, circular economy
* Automation of work

— Robots a compliment or a subsititue?

e Virtual work will predominate
— Change role of geography and distance, telework, robots, augmented reality, virtual workspaces

e Mostinternet users will be in Asia and Africa



... could transform rural economies

More Virtual

Workers Leaner Virtual

Firms

Service Economy becomes Natural Resources

more Digital and Global Manufacturing becomes demands shift
more local



Policy responses must be forward looking

|

Decentralised The Future
Energy Systems of Food
rely on small-scale generation Synthetic meat production or
from renewable energy sources land-based fish farming can play a
and can provide electricity to major role in food security and
remote regions at a lower fix cost. cliimate change mitigation.

Cloud Computing &

Internet of things
are complementary technolo-
gies that can help improving
productivity and service
delivering in rural areas.

Technology can support the
education system to better
deliver educational services in
remote areas.

4

minutes commuting
threshold, increasing

Driverless

Cars A\ iealth

can overcome the 60 ‘a’ ) Virtual madical services
can help improve

wellbeing for rural

links between rural and dwellers.

Digital
Drones % Connectivity
can change a wholes ~Onnecuvity
range of social and _Rel‘lgbie connectivity is

growth and to maks it
easier for rural communi-
ties to get online.

Shifting Values

economic activities
{delivering meathods,
risk mitigation). ‘

Distributive @

Manl'faCturing Changing social attitudes
has the potential to transform and aspirations are
traditional manufacturing significant drivers of

change in rural areas.

processes of large centralized
factories into a decentralized one.

@ oe.cd/rural-conference o @OECD_local #OECDrural




OECD Regional and Ruaral Development Policy Paradigm

% Compensating lagging regions does not work
= Creates dependency, not development
= Richerregions might become reluctant to support lagging reigons

** Reframing discussion:
= From shortcomings of rural areas to potential and areas of opportunity

s OECD promotes ‘place based policies’ focusing on:

= Use of specific assets (or create absolute advantages to stimulate competition &
experimentation across regions)

= Create complementarities among sectorial policies at the regional (or local) level
= Use of multi-level governance mechanisms for aligning objectives & implementation
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An Evolving OECD Rural Paradigm

Rural Policy 3.0

Oid Paradigm

Mew Bural Paradigm (200G)

Rural Policy 3.0 —implementing the New Rural Paradigm

Objectives

Palicy focus

Tools

Key actors &
stakeholders

Paolicy approach

FEural definition

Egualisation

Support for a single dominant
resource sector

Sub=idies for firms

Farm organisations and national
governments

Uniformby applied top down
palicy
Mot wriban

Competitiveness

Support for multiple sectors
based on their competitiveness

Investments in gualifed fimms
and communities

All levels of government and
all relevant departments plus
local stakehoblders

Bottom-up policy, loscal
strategies

Rural as a varety of distinct
types of place

Well-being considering multiple dimensions of:
i} the economy, ii} society and i) the environment
Low-density economies differentiated by type of rural
area
Integrated rural development approach — spectrum
of support to public sector, firms and third sector
Involvement of: i} public sector — multi-level
governance, ii) private sector — for-profit firms and
social enterprise, and iii) third sector —
non-governmental organisations and civil society
Integrated approach with mukltiple policy domains

Three types of rural: i) within a functional urban area,
i) close to a functional wrban area, and iit) far from a

functional wrban area




‘ Moving forward

5 Y // inburgh Policy Statement on Enhancing Rural Innovation http://www.oecd.org/rural/rural-
development-conference/

* Discontent with the uneven impacts of globalisation
e Sustainable Development Goalsthat “no one is left behind”

* Place-based policies relying on multi-sector co-ordination and multi-level governance necessary to unleash growth potential
grounded in rural specific assets.

* Innovation will be critical for the future competitiveness and sustainability of rural economies: digital connectivity and new
technologies

* Rural policy 3.0 a robust rural policy:
* Well-being at the forefront of rural policy objectives

Place-based view of rural development, integrated approach and longterm perspective
* Maximize complementarities, replace to-town approachedto results oriented policies with room for experimentation

* Designpolicies with long-term perspective
* Develop urban-rural linkages
* Promotesocietal approach based on social innovation with pro-active role for rural communities.
*  Empower communities to better understand conditionsand challengesin order to support community-led efforts.
* Effects of demographic trends to design publicservices
* Callsforpolicy makers to be forward looking
* Recognisesthe value of further strengthening OECD comparable data on rural areas
* Conference welcomes OECD to establish Principles for a robust rural policy



thank you

JoseEnrique.Garcilazo@oecd.org



