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1. Innovation  

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

 

2. Policy lessons and the way forward 

Motivation 



Characteristics of Rural Regions 

Scale effects:  
•output 5x lower 
•employees 3x lower  

Agglomeration effects in UR 
•GDP density 41 x lower 
•Population density 32 x lower  

1. Lower density and lack of critical mass  
 no economies of agglomeration 
 no internal market for competitive service economy 

2. Long distances 
• need to be competitive to overcome higher transport costs 

Tradables are key 

Low density economy 



Rural and urban areas are deeply interconnected… 

 
 

 

 

 

 

 

 

 

 In OECD countries, 26% of population live in PR regions (297 million)  
 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… 

 
 

 

 

 

 

 

 

 



Inequality: Rising labour productivity gap between 
global frontier and laggards 

Frontier firms forge 
ahead on productivity 

• Disseminate 
innovation 

• Adoption and 
absorption 

• Networks 

Urban-rural linkages are 
key in this process 



Rural regions can be productive and sustainable… 

 



Innovation in rural regions 

• Innovation systems?  
– 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  
 

• Innovation more 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 
 

• Types of 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…  

28 

Cloud computing 

Blockchain 

Artificial 
intelligence 

3D printing 

Big data 

Internet of Things 

Robotics 
Telepresence 

Synthetic biology 



Will almost certainly represent change 
 in the following areas… 

• Universal connectivity 

• Decentralised energy 

• Digital business models  
– Airbnb, Amazon, banking 

• Physical production becoming local and automated  
– 3D printing, synthetic biology, circular economy 

• Automation of work 

– Robots a compliment or a subsititue? 

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

• Most internet users will be in Asia and Africa 
 

 

 

 

 

 

 



… could transform rural economies 

More Virtual 
Workers 

Leaner Virtual 
Firms 

Service Economy becomes 
more Digital and Global Manufacturing becomes 

more local  

Natural Resources 
demands shift 



Policy responses must be forward looking 

 

 
 



OECD Regional and Ruaral Development Policy Paradigm 

 Compensating lagging regions does not work 

 Creates dependency, not development 

 Richer regions might become reluctant to support lagging reigons  

 

 Reframing discussion: 

 From shortcomings of rural areas to potential and areas of opportunity 

 

 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 



An Evolving OECD Rural Paradigm 



Moving forward 
Edinburgh Policy Statement on Enhancing Rural Innovation http://www.oecd.org/rural/rural-

development-conference/ 

• Discontent with the uneven impacts of globalisation 

• Sustainable Development Goals that “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 long term perspective 
• Maximize complementarities, replace to-town approached to results oriented policies with room for experimentation 

• Design policies with long-term perspective  

• Develop urban-rural linkages 

• Promote societal approach based on social innovation with pro-active role for rural communities.  

• Empower communities to better understand conditions and challenges in order to support community-led efforts. 

• Effects of demographic trends to design public services 

• Calls for policy makers to be forward looking   

• Recognises the value of further strengthening OECD comparable data on rural areas  

• Conference welcomes OECD to establish Principles for a robust rural policy  
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