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1 Introduction

Transition economies are often characterised bykenamperfections and barriers. They lack
access to information, new technological knowledged finance. They also face high

transaction costs because of a lack of infrastrecamd weak institutions. Industrial parks can
be used to overcome these hurdles and accelerat®raec development. They are a useful
instrument for attracting investment, fosteringhtemlogical learning and innovation, and for

creating jobs. With the potential to generate compge and competitive advantages,

industrial parks attract innovative businessedjifeato both more jobs and a larger tax base.
They support start-ups, new enterprise incubatitve, development of knowledge-based
businesses, and offer an environment where loddligernational firms can interact with a

particular centre of knowledge creation for mutoehefit.

A major advantage of industrial parks is that tpeyvide an institutional framework, modern

services and a physical infrastructure that may betavailable in the rest of the country.

Industrial parks use modern services, such asnrdbon and telecommunications as well as
extension services that are critical for innovatimehnological learning and company growth.
Costs are reduced through economies of scale inptbeision of common services and

facilities. Buyers, producers, and suppliers caarage in the same location, thus cutting the
transaction costs of economic learning while esghlrlg new standards and norms of
entrepreneurial behaviour. Firms located in indakgparks often use the services of local
companies, creating not only backward and forwamklages, but also diffusing economic

learning to the wider business community. A conaitn of certain types of companies

attracts innovation and investors and may facditaie development of clusters. Indeed, from
the outset industrial parks should be linked tostddts in the regional innovation system.
Successful industrial parks can, therefore, becgroeth hubs, creating high growth regions
and directing national economic development.

Over the decades, industrial parks have becomeasurgly flexible and have expanded the
range of facilities and support services providedirms and individuals they host. The latest
generation of parks promotes new innovative indestand technologies and seeks to provide
attractive environments for employees to work awmd in innovative clusters. Eco-industrial
parks strive for high environmental, economic amttia benefits. They bring together
businesses that cooperate to minimise resourcangeeduce waste. They function according
to a shared goal of maintaining the economic vighdf industry, trade and commerce while
sharing the same core principles of all indusiealks, of creating business niches, supporting
business incubation and competitiveness.

The objective of the Regional Conference on Indais®arks was to contribute to a better
understanding of the role of a new generation diigtrial parks in economic diversification

and job creation in Europe and Central Asia. Thenate goal was to establish a network of
key organisations and institutions in the regiontfe sharing of knowledge and experience,
and for the identification of common challenges apgortunities in the use of industrial parks
as an important tool to overcome market and irtgtital imperfections, facilitate economic

learning and catch-up, and accelerate economidaj@vent.



The conference focused on the following main tapics

» Current trends and new dimensions in the developareh activities of industrial parks

» Establishment, development, and upgrading of in@sparks; success storieand
lessons learned.

 The role of industrial parks in overcoming markehperfections in transition
economies, such as imperfect and asymmetric infitomaand transactiocosts.

* Leveraging industrial parks as a policy instrumeéot foster competitiveness of
agglomeration economies and promote local suppynatlevelopment.

* The role of industrial parks in facilitating techogical learning, innovationand catch-
up processes.

» The role of industrial parks in mobilising domesiitd foreign direct investment.

» Strengths of industrial parks in building linkageish financial institutions and venture
capital.

* Industrial parks as a development tool to encourthgereturn of highly qualified
human resources, leveraging new technologies aodlkdge.

» Potentials of industrial parks to achieve sustdmaltzlustrial development.

* The role of eco-industrial parks.

Thematic presentations delivered by the key spsaiaborated on new trends, best practices
and success stories in developing different tydegsacks such as industrial, technology and
eco, as important instruments in promoting indaBtation and economic diversification
through facilitating technology transfer and endages innovation systems, creating new jobs
and reversing the ‘brain drain’, networking with Rdnstitutions and ‘greening’ the industrial
base. Participating countries, the Government arBaijan and international partners based in
Azerbaijan demonstrated great interest in sharmmgyedge and best practices.

During the country sessions, participants from etk countries of the region made
presentations on the current status and nationzreences of developing industrial parks in
their respective countries, and elaborated upoenpal bilateral and regional cooperation
backed technically by UNIDO. The presentations warectured to provide a platform for

assessing the baseline situation of industrial ghekelopment in participating countries as
well as overall industrial performance of indudtnarks. The discussions resulted in the
design and formulation of regional action plans activities to be undertaken to enhance
investment and technology upgrading in particigatrountries through industrial parks.

Follow-up recommendations will serve as guideliftegproject development.

Over 60 participants and speakers attended thewde, including high level representatives
and experts from the following countries: Albanrgzerbaijan, Belarus, FYR Macedonia,
Kazakhstan, Kyrgyzstan, Moldova, Russia, Serbiay&iia, Tajikistan, Turkey and Ukraine.
International experts on industrial parks from deped and developing countries, managers of
industrial parks and UNIDO staff participated i tevent as resource persons.

The Regional Conference was organised in collalworavith counterparts in Azerbaijan: the
Ministry of Economic Development, the Department foooperation with International

Organisations and the Ministry of Industry and EyerFinancial support was provided by
UNIDO, the Slovenian Government, and the GovernroéAzerbaijan.

Evaluated according to its objectives, the confezewas regarded by the organisers and
participants as a success. The conference gavécpard private sector stakeholders of the



countries from the Europe and Central Asia regiobetier understanding of the concepts,
policies, and management of a new generation afsimighl parks. Further, an action plan was
prepared and agreed upon at the end of the cocter@articipating countries also agreed to
identify relevant institutions that would cooperatedeveloping a regional network, and for
designing country and region-specific UNIDO sersie®d projects.

»
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2 Overview of issues

2.1 Advantages of industrial parks

Countries in Europe and Central Asia require neslustries and technologies to modernise,
diversify and to realise the goal of sustainabtiustrial development. At the same time, these
economies face various market and institutionati®a and imperfections preventing firms
from easily accessing information, new technoldgikaowledge and finance. Weak
institutions and a lack of regulation can increasmsaction costs and the risks of doing
business, thus inhibiting progress towards reaisievelopment objectives.

Industrial parks can be used to overcome thesadbstand accelerate economic development
by attracting innovative businesses, leading tdbabre jobs and a larger tax base. They
support start-ups, new enterprise incubation, thesldpment of knowledge-based businesses,
and offer an environment where local and intermatidirms can interact with centres of
knowledge creation. They act as innovation hubsmpting interactive learning and the
commercialisation of research outputs, and cano#Xplcal entrepreneurial potential.

This section presents a brief overview of indusfraaks, from variations on the park model to
the advantages and limitations of their use asisimument to foster economic development. It
discusses the evolution of parks and summarisegerduthinking on the strategies and
management techniques that are considered impoltansuccess, including management
strategies, service provision within parks for msaand linkages between firms, research
institutions and other relevant stakeholders.

Within the context of an overall development siggteindustrial parks can be a valuable
instrument to increase regional and national imthilstompetitiveness, as well as to arrest
negative externalities associated with urban cdrgesnd ‘brain drain’. They provide an
institutional framework, modern administrative seeg and a physical infrastructure that may
not be available elsewhere in the country. They @s® designed to meet the needs of
industrial enterprises in a particular region omaaunity by offering modern business
development services, such as information anddsleaunications. Costs are reduced through
economies of scale in the provision of common sewviand facilities. Buyers, producers and
suppliers can operate in the same location, thdscieg the transaction costs of economic
learning while establishing new standards and noof&ntrepreneurial behaviour. Firms
located in industrial parks often use the servigkkcal companies, creating backward and
forward linkages in the local economy, and diffgseconomic learning to the wider business
community in the country. A concentration of cemt&ypes of industries and industry support
services attracts investors. Successful induspaks can therefore become growth and
innovation hubs, creating high growth regions ameating national economic development.

Industrial parks are planned and developed acogridira comprehensive plan with provision
for roads, transport and public utilities for theewf enterprises (the physical infrastructure).
More sophisticated industrial parks offer a widega of common facilities and support
services, such as consulting, financial servicesining, technical guidance, information
services, joint research facilities and busineggpsrt services to satisfy the corporate and
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technological needs of tenaritShey pool resources to make and market goods @mdegt
large orders. By providing adequate infrastructangl a legal and institutional framework,
industrial parks reduce costs and risks. They gageaff-shoot companies and provide fertile
grounds for the cross-fertilisation of ideas.

Hence, as a place for enterprise and innovatidlotwish, successful industrial and technology
parks play a key role in the economy. Considerhreg bne of the major causes of small and
medium enterprise (SME) failure in industrialisimguntries is the lack of finance and
managerial and entrepreneurial skills, industrakp can help to stem highly skilled migration
(‘brain drain’) and attract qualified individualsuk to their countries of origin in order to plug
identified skills shortages — ‘brain gain’. Quadfi nationals promote innovative
entrepreneurship and competitiveness, and indugtaiks encourage business creation and
supporting companies, especially SMEs, during téiirt-up and development phase.

2.2 Evolution and different types of industrial parks

UNIDOQO'’s broad definition of industrial parks is teact of land developed and subdivided into
plots according to a comprehensive plan with oheut built-up factories, sometimes with
common facilities for the use of a group of indiestr® While economic or political reasons
may mean that nationwide provision of such infiadtire is impossible, the creation of these
conditions is feasible within the confines of akpamdustrial parks are classified according to
different characteristics:

» Park specialisation - a science/technology parkeaech park, eco-industrial park or
export processing zone/free trade zone.

* Ownership - public, private or public-private pamship.

* Land - ‘brown’ if the park is established on exstibut disused facilities of former
companies or ‘green’ if developed in a new area.

The first generation of industrial parks was essdigld in theearly 1970s These parks were
driven by public sector development and operatati government subsidies for services and
facilities. They were basic compared to modernddaas, with simplistic architecture offering
halls and space for storage. Over the decadestipe ©f services provided by industrial parks
has become more sophisticated and holistic. Ilatee1970s and 198Qghe new generation
of industrial parks was built with greater attentigiven to the requirements of science,
technology and business. Duritige 19905 industrial parks emerged with greater flexibiliy
the use of buildings and space, and a wider rafgepport services supplied to firms. There
was a gradual shift from ad-hoc private sectornistieg to planned and coordinated public-
private partnerships. Private sector involvemet i@ improved services, greater product
differentiation and non-price competition. The m@stent wave of industrial parks constructed
since thelate 1990sare designed to promote new innovative industries tachnologies, as
well as to create attractive environments for erypds with facilities such as housing, medical
services, shopping and educational establishmdifts. private sector develops, owns and
operates the park on a cost-recovery basis. ThHeoaiyt only regulates activities within the
confines of the park and outsources core functiorise private sector.

L UNIDO. (2002).Industrial Development Report 2002-2083enna: UNIDO
2 UNIDO. (1997).Industrial Estates: Principles and Practicééienna: UNIDO
3 UNIDO. (2002).0p. cit
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The types of facilities, services and amenities$ #ghpark provides depend on the industries and
sectors it is targeting, and the obstacles the parkntended to overcome. Science and
technology parks are aimed at technologically-adednindustries and emphasise high-level
support services, such as marketing, technicaluttamey through networking with local R&D
institutions, advisory services on finance and uentapital and joint venture partnémlong
similar lines to industrial parks, Export Procegsidones (EPZs) are useful for countries
working to establish export-oriented manufactursertors while lacking the technical or
administrative capacity to develop a countrywidstem to allow exporters duty-free access to
imported equipment and materials. In some counti#¥/s preceded the establishment of
industrial parks. Taiwan Province of China estdiadsits first EPZ in the southern port city of
Kaohsiung in 1965 as part of an export-orientedugtidalisation strategy. It provided basic
infrastructure and freedom from red tape. Two othemes were established in 1969 when
applications for Kaohsiung EPZ exceeded the spacelable. A combination of the
advantages of a free trade zone, an industrialegsiad all the relevant administrative offices
of the government were credited with helping tseaevels of FDI and exports, and led to
reform of regulatory proceduras.

When successfully managed, industrial parks camigeecan environment for enterprises and
innovation to flourish. Unfortunately, they can alee dreary, unfriendly places that suffer
from problems such as poor environmental managenteffic congestion and pollution.
Rather than enhancing quality of life, many of Eag's industrial parks are growing and
operating in an unsustainable fashion. They arenaftin down spaces, marked by social and
environmental problems caused by poor planning.s&hssues have a negative effect on
people who work in industrial parks and live nearBystainable industrial parks reflect a
desire to address these challenges. Public poliould aim to give such sites a sustainable
future by providing town planners with the toolseded to develop more eco-friendly
industrial parks. These issues are discussed ategrdetail below.

The ‘eco-park’ or ‘eco-industrial park’ (EIP) comteseeks to ensure that industrial
development in urban areas brings a range of ecenawcial and environmental benefits to
the local community. They enhance relationshipsweeh different actors - including
municipalities, businesses, and the local communitgnd optimise the sustainable use of
resources. Initiatives to reduce waste, pollutiod &affic congestion are likely to be top of the
agenda for those involved in managing more sudtrnadustrial areas. There are benefits for
businesses as well — closer relations engenderedhd&yeco-park ethos can allow for
benchmarking activities and improved commercialtacts within a park. A well-managed
eco-park is also likely to provide good quality yeling facilities, offer good links to local
higher education institutions via the provisioniriernships, and be responsive to community
needs.

Eco-industrial parks are a variant of industriakksathat strive for high environmental,
economic, and social benefits, as well as busisepport. EIPs present an opportunity to
transform many polluting parks, by hosting enviremtally-friendly technologies and
companies, aiming at zero waste. They create lmieges between manufacturing and
service enterprises so that the environment anouress, such as water, traffic, energy and
materials are managed sustainably and with minireaatogical impact.EIPs are based on a

* UNIDO. (2002).0p. cit.

®> UNIDO. (2002).0p. cit.

®Lowe, E. A., S. R. Moran and D. B. Holmes. (199Bjo-Industrial Parks - a handbook for local devetomt
teams Indigo Development, RPP- International, Oakla@Gd.; A.-K. Fleig (2000). ‘ECO-Industrial Parks: A
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principle of industrial development that is moreaerce efficient and cleaner than traditional
industrial parks or regions, while at the same tithey share the core principles of all
industrial parks of creating business niches, sop@p business incubation and
competitiveness. Companies are encouraged to eperan inter-dependency ‘loop’ whereby
waste and bi-products can be used productively evieerpossible. Businesses cooperate to
minimise resource use and reduce waste. They amaiccording to a shared goal of
maintaining the economic viability of industry, deaand commerce, and play an important
role in spreading ideas about sustainable indlisteiaelopment. Firms work together to raise
their productivity and efficiency by developing amdinvesting in sustainable technologies
and processes. As with all industrial parks, theesss of EIPs is contingent on the selection of
appropriate environmental technologies based tomugh needs-assessmeént.

Eco-industrial parks require an enabling framewoakd government commitment.
Sustainability complements the European Union’s mitment to the UN’s Local Agenda 21
initiative, which was developed specifically to nstilate local policies for sustainable
development through the building of partnershipgwben local authorities and the
communities they serve. The EU’s sustainable deveémt strategy (2001) calls for improved
urban environments, reduced transport congestieater energy efficiency and reduced waste
emissions. In the case of new EU accession anddatedcountries, framework conditions are
already in place to raise environmental performaricanks to guidelines on incorporating
environmental considerations into investment pitsjéec

2.3 Developing and managing a successful industrial plr

There is no one-size-fits-all model of industriaris. Framework conditions for industrial
parks differ considerably between and within caestr This makes it difficult to produce
general guidelines on how to develop industrialkpait is important to conduct specific
needs-assessments and adapt the industrial parkl rwthe social, economic, cultural and
environmental characteristics of each region amdmaonity? Parks should be integrated into a
regional innovation framework that recognises cttaréstics and qualities of the innovation
environment in the region, as well as local goveceacompetences and capabilities. As a
multidirectional tool for economic development, ustrial parks require the involvement of a
range of stakeholders, who must carry out a nurabdiverse functions. The first function is
related to governance, strategy and investmentsides. Regional authorities, banks and
private companies interested in developing a pasktrtogether form an organisational board.
Other functions are more technical. To maximise ¢hances of success, several strategic
decisions must be taken during the planning stélgese include the strategic objectives of the
park, financing, the type of companies and sedtmtthe park wants to attract, and the range
of services to be supplied to the tenants.

The following areas of consideration are crucial floe development and management of
industrial parks:

strategy towards industrial ecology in developing aewly industrialised countriedVorking PapersEschborn:
GTZ

" Ibid.

8 Fleig, A.-K. (2000)0p. cit.

°Lowe, E. A, S. R. Moran and D. B. Holmes. (1998). cit.
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National development strategy

Industrial parks can only contribute to industrisdvelopment in the context of an overall
development strategy. Without macro-economic peticensuring a favourable business
climate and without an adequate power and trangpbdstructure, investment in an estate
may be wasted. It is also crucial that industriatkis benefit from innovation efforts that are
developed at the national and regional level whieeg are located. Some industrial parks are
more focused on innovation activities, being eitteehnology parks, or science parks. For the
latter, important actors in the field of innovatilike universities, research centres, technology
transfer offices, and patent offices are locatetthépark and, therefore, can contribute directly
to innovation among the tenants of the parks. Mageathey contribute to the positioning of
the park, emphasising special capabilities and riispein such parks, and thus attracting
similar enterprises.

Clusters

Clusters are defined as groups of interlinked cargs

suppliers and associated institutions providingelated

group of products and/or services in a specific
geographic region’ In a globalised economy in whic
global value chains (GVCs) link companies acros
borders, clusters have become an important elewfe
regional innovation systems, along with SME netvgork
research institutes, intermediary institutions

[
possible to place individual activities in a locatithat is ~— —=w» =
the most economically beneficial and to reintegtheam
again by connecting these locations in real timéWCs.

Clusters are based on proximity, value creation lamsiness environments. Hence, they are
often concentrated in a region or a town, includmganies from different industries that are

related to each other in the production of goods services valued by customers, and benefit
from cooperation with government agencies, unitiesiand other institutions in the national

and regional innovation system.

There are many advantages associated with clutiess. companies can operate with higher
efficiency, drawing on more specialised assets suppliers with shorter reaction times than
when working alone. Clusters collaborate with redeainstitutes, technology labs,
productivity centres, venture capitalists and ottr@viders of business development services.
Specific locations become the strategic level aiclwhndustrial innovations and upgrading
take place. Second, companies and research imgtgutan build connections to better learn
and innovate, as tacit information and knowledge st developed and exchanged locally.
Third, business formation tends to be higher irstelts. Start-ups are more reliant on external
suppliers and partners. The combination of thesenpial benefits has a positive impact on the
ability of companies to engage in GVCs. Clusters loa a lever to acquire new competences
and access international markets through participat such value chains.

9 Ketels, C. H. M. and O. Memedovic. (2008). ‘Frolmsters to cluster-based economic developméntt’J.
Technological Learning, Innovation and Developm¥ia. 1, No. 3.
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As with industrial parks, cluster policies shoultké into consideration local comparative
advantages and linkages between higher educatstitutions and entrepreneurs to facilitate
innovation. Industrial parks that are developedissociation with cluster projects will often
have more of a service-driven approach and thisiesppo both high-tech clusters and more
traditional industrial sectors. Cluster developmshbuld be part of a larger strategy to
improve overall business environment conditionsypgrading skills and access to finance, by
streamlining government rules and regulations, laydbeing open to foreign investment and
competition. Policies should also reinforce exigtand emerging clusters rather than create
entirely new ones since many interactions withicluster are too complicated to be designed
and implemented from scratch by government.

Location

Since an industrial park is a type of real estatepgrty, the golden rule for property
development also applies. Unless the location i§ @msen, an industrial park will fail to
attract many firms. The size of the plots of anustdal park/zone and its cost must also be in
accordance with business and market needs and takpes. More specifically, industrial
parks need to be easily accessible (proximity tpoat or an airport, and road/railway
transportation to the infrastructure and the neéardsan centre). There also should be a large
supply of human resources available at a reasonabkt, and quality of life and
personal/cultural services should be taken intesicanation.

Infrastructure and service provision

Parks are more than simple physical infrastructliteey are policy tools to foster regional
development, investment, competitiveness and pahipe Sector specific parks are more and
more common since they can create critical mass jasiify the provision of dedicated
services, infrastructure and utilities. So-callesdft services’ of industrial parks related to
management support of a hosted company are of tutimgsortance. While the relative
importance of each input depends on each firm,ndustrial park must offer all of them;
Stable supply, high and consistent quality, and ¢mst are essential for all services. Large-
scale infrastructure such as ports, airports, mhajghways, national power grids and local
infrastructure in the immediate neighborhood sushr@ad access, water plants and power
substations are all necessary. Firms require varioputs, including electricity, telephone,
internet, water, sewage treatment, transportatmml residence. A service-driven approach
means that industrial parks will provide a varietyuilding accommodation to host SMEs and
start-up companies, and there might also be a resatentre to host the cluster animation
organisation. Joint industrial test or developm@atforms might also be created to ensure that
companies can develop their innovations and, fanmgle, facilitate exchanges between
research organisations and SMEs.

Management capacity

The success of industrial parks depends on efficid responsive management. A park’s
managing company must provide guidance and sugpdtiat business planning is conducted
smoothly. This includes marketing, information, gedural support, and trouble-shooting;
quick and effective responses to customer demamdkey. Initiatives to cut waste, pollution,

and traffic congestion are likely to be at the tdghe agenda for those involved in managing
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more sustainable industrial areas. These issuethefufjustify the need to provide a
comprehensive policy framework.

Innovation linkages

The management body should not limit itself to rtexance of the facilities and supervision of
activities, but play a dynamic role, promoting services offered by the estate among local
entrepreneurs.Support institutions should be established that fighs meet the information,
skill, finance and other needs that are difficudt gatisfy in open markets. A nurturing
environment is required to foster vibrant industdavelopment. Ensuring access to vital
services that support innovation and learning igrifical part of establishing such an
environment. Many of these services are suppligdutth the market in industrialised
countries, but even these countries find it neggssaaugment what is supplied through the
market with subsidised services. Services and @sgaon should not be the sole responsibility
of government; as quickly as is feasible, they sthdwe supplied in public-private partnerships
or by private firms and associations - with sutesdif justified.

Marketing and promotion

The industrial park is essentially an operatiodochl economic development and, therefore,
faces strong competition from other sites. Indéwdnhain objective of the industrial park is to

provide jobs and wealth to a territory in a susthle way. The main factors that increase the
attractiveness of an area are qualified peopleareb facilities, telecommunications, energy
provision, water delivery and treatment, and raadl, and air systems. They are important
factors that determine a firm’s decision to lodata park.

The industrial park must target future tenants ragjaihe background of a highly competitive
market. For this, park managers should promote muadket the industrial park and its
specialised services at national and internatiemahts that suits the needs of the tenants. The
park managers also need to ensure that firms axemsang the benefits of proximity to other
enterprises, encouraging linkages between themwathdservice providers. Many successful
parks apply guidance to investors in the form djilellity guidelines to ensure priority sectors
and firms are encouraged.

Networking

Industrial parks should develop links with simiaganisations existing in local and regional
areas. Links can be encouraged by holding reguésatimgs between innovation organisations
and the park developers to share a vision, obgestimmutual knowledge, and to identify future
actions. They can agree upon an action plan spegithe means and frequency of interaction
between stakeholders and the provision of sent@ésnants. Attention must be paid to ensure
that no conflict of interest results with the maeagof the park, or a tenant in the park. The
park may also finance a short project between anteand an innovation organisation in order
to launch a longer collaboration.

M UNIDO. (1997).0p. cit.
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Networking with other industrial parks located inetsame area, or at the national or
international levels, is important. Networking ieases the spectrum of collaboration (sharing
of equipment, transport facilities, security, etmgreases visibility for investors, increases the
quality of services that industrial parks can pdevior tenants, and facilitates the exchange of
knowledge and best practice, either in the deve&pnof industrial parks or in their
management. Many international entities such asDdNIthe World Bank and the EU operate
programmes devoted to facilitating such exchange.

2.4 Industrial park case studies
Shannon Development and the National Technology RParmerick, Ireland

Established by the Irish Government in 1959, Shanbevelopment is Ireland’s only
dedicated regional development company. For sewwehades the company has worked to
develop and strengthen the industry sector in th@nBon region and promote the Shannon
Free Zone as a location for international investmen

Established in 1984 as Ireland’s first science @uathnology park, National Technology Park
Limerick (NTP) is managed through a wholly ownedbsidiary company of Shannon
Development. The NTP has become home to a grownm iafluential nucleus of high-
technology and knowledge-based companies. With s8th@rganisations employing over
3000 skilled people, the park has a balanced mirwfinational subsidiaries, Irish technology
companies, R&D entities and support services, whictupy more than 30 buildings with a
total floor area of approximately 1.5 million sqedeet.

National Technology Park Limerick

One of the key strengths of the NTP is its proxymid higher education and research
institutions and the park takes advantage of ticn@logy resources of the University of
Limerick and the Limerick Institute of Technologgrfthe needs of enterprise and economic
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development. The potential for collaboration andesgy is a key attraction for businesses
setting up in the NTP.

The master plan objective is to promote NTP asaditg international location for businesses
representing both national and foreign direct itmesnt. The current strategic planning
documents and policies recognise the park’s ndtimnportance and significance and have
policies and objectives which support its futureelepment and expansion. A number of key
considerations are important in the continuing ttgw@ent of the NTP. These include the
development of infrastructure (broadband and tefsnanications in particular), continuing

investment in and deepening of R&D programmes, sdme education, and the availability

of suitable graduates.

Sophia Antipolis, France

In the early 1960s, an innovative project knownSaphia Antipolis’ - a ‘city of science and
wisdom’ - was set up in south-east France. The vaemto attract R&D investment to a place
renowned for its quality of life and environmentt lvithout any technological and industrial
background, where innovators and researchers cuddeed and innovation could flourish.
The first company located there in 1974 and Sophigpolis is now Europe’s largest science
and technology park. It has proven to be a catétysievelopment in the region and operates
as a global hub through its companies and R&D tutstns. The park extends over 2400
hectares, 900 of which are used for activities,levthie rest is green belt. The potential of the
park is 2 million m2 (with 1.2 million m2 in usehd about 50,000 employees.

Sophia Antipolis

In 2008 the park was home to 1414 companies, oflwhAD per cent were involved in R&D
activities. The park employs 30,000 people of wtidhper cent are executives. There are 5000
students and 4000 public sector researchers. VBilhO0 employees, 45 per cent of jobs are in
the ICT sector, representing 20 per cent of congsaim the park. Foreign-funded enterprises
represent 11 per cent of technological companies2&nper cent of jobs. A range of services
are available to enterprises and individuals iniciga fibre optic network, professional waste
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collection and processing, a post office, recruittragencies, bank branches, schools, cultural
and leisure amenities and airport shuttle links.

The park’s success is attributed to a number of fkeyors. The park is policy driven with
resourceful R&D institutions helping to attract lgd companies early in its development. The
design and quality of the physical infrastructuevédn ensured that the original structures are
still standing. There has been strong public suppad investment by the state and local
authorities. The park is linked to a range of etioca research and innovation institutions,
including higher education and business incubatAtademics are encouraged to become
entrepreneurs whilst remaining research sciendists engineers. Management of the park is
the responsibility of a single authority that resge to the needs of the tenants. Further, there
is a high quality of environmental management.

Sophia Antipolis shopping areas

Kazakhstan — Special Economic Zones

Kazakhstan has different types of special econauoies (SEZs), divided according to three
types of activities - industrial, service and imf@tion development. Spread throughout the
country, there are currently nine SEZs and seveoak in development. SEZs are designed to
accelerate regional economic development, raisepettiveness, attract investment, boost
exports, nurture new technologies and attract kigkilled professionals.

In the capital Astana-New Citys an SEZ that combines an administrative businestre and

an industrial park, covering a total area of 60@0tares. Since it was established in 2001, the
zone has attracted investment of US$ 12 billiojuding US$ 2.8 billion of government
funds for the construction of social and cultueadifities and infrastructure. The zone hosts 49
companies employing over 900 people. As in all SHZKazakhstan, tenant firms and
employees enjoy a range of benefits, from zero aatp and income taxation, exemptions
from property and land taxes and customs dutiessirtpplified procedures for employing
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foreign labour. With many firms already operatingstana-New Cityindustrial park will
eventually host various engineering, research aadufacturing activities, including firms
involved in the manufacture of machinery and equpin electrical household appliances,
chemicals, food products, furniture, railway locdimes and rolling-stock, air and space
aircraft and pharmaceuticals.

Plan of Astana - New City

Technology Park Ljubljana, Slovenia

Technology Park Ljubljana was established in 199% a&ollaborative project between several
national institutes, companies and the municipadity_jubljana. The park is designed as a
favourable business and innovation environment gjiiécialised business support services for
high-technology companies. By providing infrastwret and services, the park is a tool to
encourage entrepreneurship, technological innowvatia linkages between research institutes,
higher education bodies and companies.

The number of tenants is constantly rising. Comgmmecognise the advantages and benefits
of being a member of an internationally-focusedregreneurial and support environment
aiming to establish domestic and internationabaties and synergies. In 2012, the park had
295 tenant firms, of which 131 were incubated comgsmand 164 were associated companies.
A wide variety of sectors are represented, inclgdiirms specialising in information
technology, biotechnology, hybrid and vacuum tebdbgyy venture capital and service
provision.

The park offers its tenants entrepreneurial supgpuech as business development programmes,
strategic partnerships with key regional and nati@ttors (university incubators, technology
parks, the Slovenian Technology Agency, the Pubgiency for Entrepreneurship and Foreign
Investments). It offers business review initiativessistance in preparing business plans,
business and technology advice, and mentoring. iBKinlg relevant stakeholders (public
bodies, research institutes, universities and fiynise park facilitates the flow of new
knowledge Further, the management board actively searchesbdsiness and strategic
alliances to help tenants access national anchiaienal markets.
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Micro location of Technology Park Ljubljana
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Metutech, Turkey

Metutech Science Park was founded in 1991 as awlidion between Middle East Technical
University (METU), the Ankara Chamber of Industrydaseveral private companies. The park
covers 1.2 million m?, hosts 276 companies, majoaite SMEs, and employs almost 3800
people. Within the park, the key industrial sectars ICT, electronics, defence technologies,
biotechnology, telecommunications, energy and emvirent and automotive.

The governing board promotes global SME collabomatand partnership between the
university and industry, providing incubation cestr pre-incubation programmes, technical
cooperation programmes and property managemerde 2002, 774 joint R&D projects have

been initiated. The simulation and animation secteork with the Turkish defence industry

where their research has many practical applicstibletutech is part of the Enterprise Europe
Network, the biggest SME network in the world. Tgrerequisite for entry in the park is that a
company must have at least one R&D project.

In addition to the services, training and programmfiered by the park, there are a number of
advantages to moving to Metutech. Tenants are ex&omp corporate tax and R&D personnel
are not subject to income tax. The government pbygs half the social security premium.
Academics from METU who set up an enterprise in ek or work in the park are also
exempt from income tax.
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Metutech science park

2.5 Conclusion

Industrial parks can contribute to the realisatadnmany goals of national innovation and

sustainable development strategies. Well-plannedegjuipped parks stimulate the relocation
of industries to semi-urban or rural areas, helprabeve congestion and pollution in

metropolitan areas, strengthen the industrial lehsenall and medium-size towns and reduce
rural-urban migration. Additional benefits are auetion of commuter traffic, increased

efficiency of urban land use, and reduced costtandl development and the provision of
utilities. The stated objectives of many policies pb creation opportunities, social inclusion
(youth and women), poverty reduction, sustainabkergy use and support for local research
and entrepreneurship.

Industrial parks can also be considered an impbtta to support a carbon reduction or an
eco-industry strategy. Successful industrial amthrielogy parks play a key role in the urban
economy, providing vital employment for SMEs anglace for enterprise and innovation to
flourish. The development of industrial park stgas must also form part of the regional
economic development framework that reflects reglioeconomic development priorities.
Such a strategic approach provides many advantaigetjding policy transparency,

coordination of public sector investment, privakectsr investment and development of
partnership projects, integration with other keyigoobjectives, such as trading priorities,
poverty reduction, and industrial sector support.

Many successful industrial parks are a result dfliptprivate partnerships. As such, they will
often have a better chance of success since tleydsheflect the main economic supply and
demand conditions in a given region. The most ssfaé industrial parks have dynamic
management and promotional tools to ensure that tlmain relevant to company needs,
reflect labour force priorities and training, anelider services that complement the simple
delivery of land and property components of indakprarks.

Nevertheless, industrial parks are not always tkt tool for economic development in a
chosen location. Park developers should carefuligiv up the proposed benefits against the
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investments required, which are often substanhdl @rovided by state budgets. Parks need a
master plan and must be carefully planned and @inaksed with the needs of the projected
tenants identified. The advantages of the industp@k model clearly outweigh any
disadvantages, and careful planning and regulaitororg help to transform industrial parks
into a tool to foster regional development, investin competitiveness, and partnership.

Regional Innovation
Systems as Public Goods

UNIDO publications
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Opening Statement

Sahil Babayev, Head, Department for Cooperation with Internation@rganisations
Department, Ministry of Economic Development ofrBaigan

| would like to welcome the participants to the Regl Conference on Industrial Parks, and to
our country. | thank UNIDO representatives, in par©lga Memedoy¥, and the Slovenian
Government for their cooperation with the Governtm&nAzerbaijan in organising this high
level event. | am sure that the knowledge and eapee we will gain from this conference
will contribute greatly to the development of inthied parks in Azerbaijan and will widen our
perspectives on the role of industrial parks.

The economic reforms carried out in recent years
Azerbaijan have produced good results. A sustaiabtio-
economic system based on free market forces hasdatelp
in Azerbaijan.

As a result of successful socio-economic poli
implementation, GDP has increased 3.7 times, GDP
capita 3.3 times, investment in fixed capital mtnan 12
times, and state budget revenues have increasahe$ over
the last ten years. About US$ 118 billion was itedsn the
economy between 1995 and 2011, one of the higimsies
among Commonwealth of Independent States (CIS)tdean g s
for investment per capita. Strategic currency reseris.
ensuring the sustainable economic development teaehed | 47T -
over US$ 43 billion. Sahil Babaye

Comprehensive measures are being taken to achighieghowth rates in the economy as a

whole, especially in industry that constitutesnitgin part, to broaden industrialisation, deepen
specialisation, facilitate the activity of highlypmpetitive enterprises, as well as encourage
SMEs and develop export potential. The developroétite non-oil sector of the economy has

always been a focus, and great achievements harerbade. Average annual growth of 11.1

per cent has been achieved over the last 10 yeatseinon-oil sector as a result of policy

measures, and non-oil GDP has increased 2.8 times.

One of the main features of this success is tharl#ajan’'s economy maintained its growth
rate during the global financial and economic srigthich shows there is no alternative to the
current socio-economic policy. Azerbaijan achieV&sth place in the World Economic
Forum’s Global Competitiveness Report 2011-204kead of other CIS countries. Further,
Azerbaijan was ranked at 66 among 183 countrieordey to the World Bank and
International Finance CorporatiorZ®ing Business 2012port.

Currently, Azerbaijan is developing mutually bengfi economic relations with almost all

Central Asia and South Caucasus countries. The i@Gment of Azerbaijan intends to continue
with a range of measures for maintaining macroecooostability, ensuring sustainable

economic growth, and strengthening the countryergy food and ecological security in the
coming years. At the same time, a high prioritygigen to accelerating the development of
entrepreneurship, business linkages and networkproving business environment, and
strengthening information provision.
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Azerbaijan cooperates closely with internationgjamisations including UNIDO. Azerbaijan

has been a member of UNIDO since 1993 and in 2@p@d a ‘Memorandum on Cooperation
in the field of industrial development’ with UNID@nd in 2005 ‘The Framework Programme
on Cooperation for 2005-2010'. The following fieldse defined as priorities for technical
cooperation between UNIDO and Azerbaijan in thisogpamme of cooperation: the

environment, including clean technologies and eyi@nyestment and technology transfer; the
development of small and medium enterprises; andlityuand standardisation. A new

programme outlining the future cooperation betwéd¥lDO and Azerbaijan is currently

under preparation. In this regard this confererscaraimportant event.

To promote innovative and high technologies, em&egurship, sustainable development of
the non-oil sector and job creation, the Sumgagr@ial Industrial Park was established by
Presidential Decree on 21 December 2011. Balakinahistrial Park was also established by
Presidential Decree on 28 December 2011. The ioterd to site waste recycling and service
enterprises within Balakhani Industrial Park.

In addition, it should be noted that one indusipialk is already functioning successfully in the
country. The first phase of Sumgait Technology Pads launched by the President of
Azerbaijan on 22 December 2009. This technopagkgseat opportunity to develop the power
industry in our country, to further strengthen pigtential, and to reconstruct and modernise
energy establishments. A wide range of productgarduced in the park, which consists of 17
factories including a cable factory, plastic pigetbry, a hot galvanising factory, precise

processing centres, a heavy machine building factm electronic devices factory, a high

voltage electrical equipments production factorysadar collectors and boilers production

factory, a copper and aluminum electro-technicdlpmduction factory, and a technical gases
production factory.

Azerbaijan needs the experience of developed desgnin the field of industrial parks.
Discussion at this conference of current trends @& dimensions in developing industrial
parks and their operations, the role of industpatks in attracting local and foreign direct
investments, continuous development accelerateghdyern technology and industrial parks,
and the benefits of industrial parks in relationfitancial institutions and venture capital, is
important. In addition, presentations by participaountries on the present situation of
developing industrial parks and national practickscussion on possible mutual and regional
cooperation for developing industrial parks anclglsshing a joint network will be very useful
for gaining experience. | am sure that our coopanan this field will continue in the future.
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Key note sessions

Olga Memedovi, Chief of the Europe and NIS Programme, UNIDO,welcomed the
participants, thanked the Government of Azerbaff@anhosting the conference, the speakers
and representatives from government, businessjrdechational organisations for attending,
and introduced the purpose, key objectives anda@gdeutcomes of the event. The immediate
goal of the conference was to identijymm——G—G—=G SIA

common challenges and opportunities faceg

by selected countries in Europe and Centf@
Asia in the use of industrial parks and
contribute to the identification of new areas
cooperation between UNIDO and countries if
the region on using industrial parks. The
ultimate goal is the development of a network
of key organisations and institutions from the
region for the sharing of knowledge and
experience on the use of industrial parks as an
industrial policy tool.

Olga Memedovic

UNIDO has developed a comprehensive perspectiveiaddrstanding of the role of industrial

and eco parks. These can be used as policy tooget@ome diverse market and institutional
imperfections, to facilitate economic learning acatch-up, and to encourage economic
diversification and sustainable industrial develepimn

Niyazi Safarov, Deputy Minister of Economic Develoment, Azerbaijan, gave a word of
welcome and thanks to the conference organiserbetralf of the Ministry of Economic
Development and spoke about recent progress inbAgan in establishing industrial parks.
Azerbaijan is implementing long-term policies thi@we the goals of economic diversification,
regional development and innovation promotion. 012 the Government passed legislation
to support the establishment of Sumgait Industhiatk and Balakhani Industrial Park. The
Government is committed to developing industriatkpaaccording to international best
practice, and UNIDO expertise in this area is weleo

Fabrizio Condorelli, Senior Industrial Advisor, UNI DO, presented oi€Current trends and
new dimensions in the development and activitiemaistrial parks including definitions,
trends, factors in planning and management, akd dsfailure!®

The specialisation, scope and purpose of indugpa@ks have changed since in the 1970s
when UNIDO introduced the definition of an induatmpark as “a tract of land developed and
subdivided into plots according to a comprehengila with or without built up factories,
sometimes with common facilities for the use ofeug of industries.”

Industrial parks are variously called science aachmology parks, research parks, eco-
industrial parks, export processing parks and treele zones. They can be publicly or
privately owned, or in a public-private partnerstidarks established in the existing but vacant
facilities of former companies are known as ‘brovamd those developed in new industrial

13 For more information see Condorelli, F. and S skteva. (2012Working Paper: Industrial parks as a tool to
attract investment and enhance innovation in sebcbuntries of Eastern Europe and NIS Region tefelsy the
current economic crisid/ienna: UNIDO
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subsectors and oriented towards environmental isability as ‘green’. Infrastructure,
management and technology are the three typesroiceg provided and the mix of these
services defines the type of park. For instancéhefe is management but no infrastructure
support, the park is a business centre. Similailthere is only infrastructure, generally we
have an industrial park that does not involve tetbgly or management support. Technology
and management support can be provided by an itinav@entre, but this does not necessarily
mean that it has to host companies on-site.

The industrial parks that appeared in the UniteateSt during the 1960s were designed to
promote economic and community development thrawegi estate investment, with a focus
on large-scale capital projects. By the 1980s,ethexd been a shift from simple production
bases to more sophisticated, high value addeditsgcand towards greater knowledge and
technology-based innovation. In the United Stascon Valley is probably the best-known
example of a technology park. The idea was toctiR&D investment to a location offering
special conditions for work, as well as for higlalyy of life.

In the current global economic setting, municipadit regions and countries compete to attract
foreign investment, new technologies, and to irgegrinto global production networks.
Governments, local authorities, technology instiag and business communities have to work
together to create conducive business environmenfgorted by physical and institutional
infrastructure, logistical capabilities, local $kiland specific traditions to attract foreign
companies to a given location. In addition, sudeggsarks should offer effective training
facilities, and relevant supply chain activitiesr finstance, there is no point in establishing a
car manufacturing plant in a region where theraadradition of mechanical or engineering
industries.

A recent trend is the use of industrial parks timaat ‘brain gain’ of highly qualified and
skilled migrants to the country of origin to ovemw® a lack of local managerial and
entrepreneurial skills. Because of the financiasisrin Europe and North America, we are
witnessing a reverse migration trend and some reflseis and scientists are coming back to
their countries of origin. Through the support af@ganised business environment, of which
industrial parks are an integral part, skille
returnees facilitate the creation and growth
innovation-based companies, ultimately alleviati
the effects of economic downturn.

Industrial parks are also a tool to implement t
concept of industrial ecology through inte
company collaboration - the eco-industrial pa
This is a means of converting threats i
opportunities by transforming polluting parks in
eco-parks, and by hosting environmentally frieng
technologies and companies.

L xaataNanayay vy v

Fabrizio Condorelli

Governance of establishing and managing indugpasks is crucial, because industrial parks
are long-term investments that take time to prodesalts. Several strategic decisions must be
made about the development of a park, from finapeind the type of companies that the park
wants to attract, to the type of services to bevipier to the tenants such as water, energy,
telecommunications, and waste disposal, which mafl&tct the needs of companies.
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In terms of financing, the public sector is genlgrahe main source during the early
development stage. If the public authorities do fooid the park directly, they can provide
other incentives, such as cheap land. Other sowfcsance can be private developers who
have experience of managing real estate or pregerés well as large companies with a
network of subcontractors. Moreover, banks canshwe parks based on anticipated added
value on the price of the land and real estate, prafitability from rentals. Several
international institutions are also giving subssdag loans to develop parks, such as the World
Bank and the Asian Development Bank.

The park manager should have entrepreneurial dépsbiand networking capacity, and be
able to successfully communicate the park's objestand advantages. Internally, the manager
is the contact person for the executive boardf stafl clients. Further common issues are
inadequate start-up and cash-flow funds. Therecaréain tools that help to project the
financial strategy of the park. It is important nothave negative cash flow during the park
development stage as this will affect the servpresided to the tenants. Finally, the criteria of
admission must be transparent to avoid problemis diiferent types of companies trying to
access the park.

To attract foreign investors, the promotion and keing of industrial parks at national and
international events by the park advisory board maatibnal and local investment promotion
agencies is very important. An advisory board agularly assess the positioning of the park
and adapt accordingly to the changing economic itond. It is also important to share
experiences of best practice and to explore oppibs provided by international
organisations with programmes that facilitate cilossler networks, especially those that
promote exchange among industrial park managegan@e common events for tenants, or
develop a common service to the tenants.

There are also risks of failure. Industrial parkus the danger of creating a business support
system where business environment conditions irp#r& are completely different from the
rest of the country. The regulatory system shoul@l@ish rules for encouraging interaction
with local actors of the territory and should beatland transparent, especially on the issues
related to waste disposal or emission protectidre ifdustrial park strategy must be consistent
with the needs and capacities of the localitymsito serve. The role of each partner must be
as clearly defined as the objectives to be reached.

Olga Memedovi presented oimdustrial parks, clusters and regional innovatisystems

Against the context of current global challengesk®a by the financial crisis, climate change,
food security, pressure on natural resources, ak# &g globalisation and increasing
interdependence between regions and nations, important to mobilise action at the
supranational, national and local levels. This éxassary to manage material and energy
resources more efficiently and effectively, andctmply with nationally and internationally
agreed goals and targets, such as the millenniwel@@nent goals.

One initiative promoted by international organiaas in 2012 is UN ‘Sustainable energy for
all'’ (SE4ALL), which aspires to universal accesstwrgy, doubling improvements in energy
efficiency, and doubling the share of renewablercsesiin the overall energy mix by 2030.
Another initiative from the EU has the multiple ¢paf securing jobs through diversification
and upgrading, energy efficiency, cleaner air aggponsible management of raw materials.
The Europe 2020 strategy also aims to meet themenbes through smart, sustainable and
inclusive growth. The flagship initiatives are resme efficiency, innovation, skills and job
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creation, and a new industrial policy for the glided era. Europe is also setting targets for a
package of energy targets by 2020 and is introduaiitiatives and programmes, such as
smart cities and communities.

Besides global challenges, transition economiesatse facing challenges of developing

market-based economies; modernising and divergifymdustry, creating new jobs; and

reforming government and building its capacity. ep with these challenges calls for

targeted strategies, goals and policies. In Azgbafor instance, the goal is to generate jobs
through economic diversification and also to inseeaon-oil contributions to GDP.

The question is therefore which policy tools to uWseachieve these ambitious strategies,
targets, goals and programmes? The answer liég &bdal level. Countries compete based on
regional/local skills (talent pools), interactiveMB and cluster learning processes in
collaboration with research institutes, infrastametand logistics capabilities. Competences in
technological interaction between local and gldobawledge networks of global and regional
value chains are also needed, and this is bes\ahiat the regional and cluster level.

Regional innovation systems (RISs), knowledge mgjiondustrial parks, cities, districts and
clusters are often used to guide policies for achge long-term, innovation-driven
development strategies. Regions, administratived§indd within a country, represent a
strategic level at which industrial innovations ammjrading takes place. They have proven to
be effective platforms to overcome b