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Abstract

The paper reflects the progressive attention given to Smart Specialization Strategies (S3) in boosting the implementation of
Europe 2020 strategy at regional and local level. The aim is to focus on the potentials that the so-called Living Labs can reveal by
connecting the urban regeneration with the S3, considering the current European programming period. The Living Lab, based on
Open Innovation Model, is conceived as “smart interface” among enterprises, researchers, citizens and public authorities in order
to respond the increasing service demand, to stimulate creativity for new ideas, markets with the use of KETs. Itcombines spatial
dimension with innovation.
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1. Introduction

The paper reflects the progressive attention given to Smart Specialization Strategies (S3) in boosting the
implementation of Europe 2020 strategy, at regional and local level(Foray, 2015). The objective is to highlight the
role that Living Lab can play as smart platform able to activate the three dimension of innovation - business, public
administration, territories — within governance processes. We argue that a strong connection of local territorial
capital with innovation can better support the new policy areas (S3) for knowledge-based economy, since
governance processes act differently, given the diversification of local territorial capital (Camagni & Capello, 2013).

The main insight comes from the first results of the MAPS-LED project “Multidisciplinary approach to Plan
Smart Specialisation Strategies for Local Development” (Maps-Led, 2015) finalised at identifying the
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implementation of the S3 in terms of spatial, social and environmental factors. The aim is to guide the interventions
of regional policy within the Operative Programs of ESIF 2014-2020 along with the RIS3 (Research Innovation
Smart SpecialisationStrategies) regional plans. The scope of the project is to examine how S3 can be implemented
by incorporating a place-based dimension.More in particular the aim of the project is to provide a response to the
demand for “a comprehensive innovation strategy to enhance Europe’s capacity to deliver smart, sustainable and
inclusive growth and highlights the concept of smart specialisation as a way to achieve these goals”
(S3platform.jrc.ec.europa.eu, 2016).An evidence-based methodology, by drawing insights from existing successful
US Clusters, has been used for the evaluation matrix for recognizing and assessing emerging and potential of S3.
The general track of the project is to implement smart specialisation as a key element for place-based regeneration
policies for local economic areas. The case studies’ analysis of 10 US Clusters has pointed out how spatial factors —
localization of universities, real estate conditions, housing, public transportation, services’ supply — can affect the
performance level of Clusters, identified by Porter(Delgado et al. 2012). Starting from these first findings in US
context, the paper explores the Living Lab as a tool finalized to contextualize the integrated approach of RIS3. The
integrated approach includes the place-based dimensionfor theenhancement of territorial capital. Considering the
social structure in which resources are activated and the diffusion of innovation, it is relevant the understanding of
how Living Lab can generate value added,in terms of interpretation of the different and peculiar factors
characterising territorial clusters and the social and relational structures in specific contexts. The enhancement of
local territorial capital is investigated by combining “identity” and “innovation” concepts. The combination of these
two concepts allows designing the local development initiativesby incorporating the Milieu Innovateur concept
towards a more inclusive concept of “local”, able to capture different level of innovation flows’ intensity explored as
Territorial Milieu.The Living Lab as “smart” representation of the territorial capital can find its conceptual
configuration inthe interconnection of three drivers: 1. Cluster Policy and cluster based analysis, to interpret and
evaluate the performance factors influencing the production and the innovation usage.2. Territorial milieu to identify
local innovation flows based on urban-rural connectors. 3. Urban-Territorial Regeneration to improve services
supply in a multi-scale dimension (local vs. global).The methodological approach uses the networking analysis —
from both physical and social sides— in order to provide a configuration of governance processes related to a specific
context with a specialisation domains to be activated, according to regional RIS3. We propose a preliminary
example for two southern Italian regions (Calabria and Sicily)in which the three drivers above mentioned can trigger
a local discovery process directly connected with cities,acting on the three dimension of innovation — public
administration, enterprises, territories — in order to build upsynergic networks, ICT, R&D and territorial capital.

2. Cities as engine of Smart Specialisation Strategies
2.1. Identity and Innovation: an interpretation of Local Development towards Territorial Milieu

Identity and innovation lead the process of enhancing the territorial capital, expression of the socioeconomic
dynamics, within territorial and urban systems (Zonneveld& Waterhout, 2005) in the globalization era. The Local
Development paradigm, through the logic of territorial milieu, moves towards an innovative way in building
integrated strategies, both competitive and expression of local identity that characterize the territorial systems
(Maillat, 1995).1t is wider recognised that each territory owns a set of assets and potential values that local actors
should acknowledge and capture in order to exploit them as sources of local development. The main feature of the
milieu is the capability to relate physical resources with local actors, by covering three-dimensional aspects: the
individual (value attitudes, life-style, actionsand perceptions); the level of the district/neighbourhood (locality); and
the level of the network (CLUDs, 2013).Connected to this general meaning, some specifications arise from the new
economy or new economic geography implications, especially with respect to the GREMI (Groupe de Recherche
Européen sur les Milieux Innovateurs) model. Links between localised production system and milieu innovateur
have been analysedto show the way in which the complex interaction of demand, increasing returns, transport costs,
as well as learning processes and other relevant elements, yield to performances even spatially differentiated, with
areas which become losers or winners in the new competitive environment. Accordingly, the key conceptderiving
from the territorial milieu perspective turns out as the following: the role of space in innovative and localised
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processes depends on its capacity to promote local initiatives, to create a weave of new formsand to activate a
territorial dynamic of innovation (Bramanti, 1998).

The attention toward innovation and its implications in public policies in order to boost economic development is
not a relatively new concept. Its strictly connection with research is widely provided by literature on knowledge-
based economy (EC, 2000). The European Union has placed this concept at the core of the European Cohesion
Policy in 2000s with the Lisbon Strategy introducing strategic measures aiming at the transition from a traditional
economy to a knowledge-based economy (David & Foray, 2003). In 2005, the European Commissioner Poto¢nik,
with the aim to reinforce the Lisbon Strategy, appointed the Knowledge for Growth group in order to provide policy
advices on some key aspects related to the transitional process above mentioned: the contribution of knowledge to
the sustainable growth; The policy-mix necessary to create, spread and use knowledge; The role of actors involved
in stimulating a knowledge-based society and; Reinforce the communication among these actors.However, a
substantial distance from Lisbon Strategy started emerging with the recent shift from a knowledge-based economy
to a knowledge-based society. Further, the need to find the right integration among policies to foster the
achievement of EU objectives occurred. Thanks to the Knowledge for Growth group, the Smart Specialisation
concept comes up (Foray, 2009). Academics and policy-makers have already faced the analysis of the spatial and
regional dimension of the innovation policies (Doloreux&Parto, 2005).The S3 concept takes the attention of public
policy (theories) and regional development experts in the attempt to draw the evolution of territorial dimension
within the new approach of Europe 2020 strategies (Faludi, 2014). Since the main objective is to spread the
innovation as development mainstreaming, the S3 trigger the social and rural innovation within the territorial
dimension of Europe 2020 with two new integrated instruments: the Integrated Territorial Investment (ITI) and the
Community-Led Local Development (CLLD).The European Commission requested to European Regions to produce
a Regional Research and Innovation Strategy for the Smart Specialisation Strategies (RIS3) within the regional
development strategy for the Programming Period 2014-2020, in order to satisfy the demand of innovation and
stimulate new resources for a sustainable development. RIS3 are supposed to guide the implementation of Regional
Operational Programmes in a horizontal perspective. More in particular, the first thematic objective of ROPs is titled
“Research and Innovation” with the scope to turn in practice the RIS3 plan. The Living Lab represents one of the
actions included in the RIS3 regional plans and consequently in the ROPs Research and Innovation
objective.Currently, it is possible to highlight the level of completeness, relevance and consistence of the selected
actions by each European region aiming to obtain the economic growth through the S3 (EC, 2013). In the same way,
it is possible to recognise the role that Cities, thanks to the horizontal perspective of the Sustainable Urban
Development, need to play in a synergic and supportive way in the construction and implementation of regional
RIS3 within the European Structural and Investment Funds scheme.

The theoretical basis of the territorial milieu, proposed as integration between local identity and innovation, arises
from the GREMI model, which introduced the concept of Milieu Innovateur. The territorial milieu, with integrated
urban / territorial management tools, distributes competitive advantages through the network, while avoiding the risk
of creating disparities between areas’ winners and losers in a competitive territorial system. Urban regeneration, in
terms of using the integrated management tools acting on strengthening urban-rural networks, promotes a more
equitable geographic distribution of services and a wider spread generated benefits (CLUDs, 2013).

2.2. Living Lab: a synopsis literature

The reinforced connectivity, the social media relevance in daily life and the facilitated access to the technological
products market have a strong impact on citizen’s behaviours, pushing public administrations toward the adjustment
of the offered services. Open Innovation Model is becoming very common in managing both demand and supply of
innovation. Open Innovation Model is defined by Henry Chesbrough (2003) as the usage of inward and outward
intentional flows of knowledge in order to accelerate inner innovation and expand markets for the external usage of
innovation. In the Open Innovation paradigm businesses can and must use ideas/input coming from the inside and
the outside and inner and external pathways in order to reach a market if they have the objective of technological
progress (Chesbrough, 2005). Based on this approach characterised by the “usage” of innovation, the Living Lab
became the implementation of how it is possible to match innovation demand and supply.
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Living Labs are defined as “public—private partnerships in which businesses, researchers, authorities, and citizens
work together for the creation, validation, and test of new services, business ideas, markets, and technologies in real-
life contexts” (Bergvall-Kareborn et al, 2009). The European Network of Living Lab define them as “innovation-
oriented open environment for real contexts in which the user-driven innovation is represented by the co-creative
process of new services, products, social infrastructures, including simultaneously the social and technological
dimension within the businesses-citizens-administrations-academia partnership” (Bergvall-Kareborn & Stahlbrost
2009). Although the common Living Labs’ definitions refers to their user-driven nature, related to the technological
dimension, Westerlund and Leminem (2011) confer also a territorial dimension to Living Labs. The authors define
them as “physical regions ... where different stakeholders build up public-private-people partnership (4Ps) of
businesses, public agencies, universities, institutions and users which cooperate in order to create, prototype, validate
and test new technologies, services, products and systems for the real life.” In this perspective, the spatial and
planning dimension of S3 occurs thanks to the Living Lab within the urban and territorial regeneration actions, in
which “heterogeneous compositions of public and private actors, territorial resources and institutional capabilities
stand out” (Rossi &Celata 2015).

The concept of Living Labs can be interpreted and used as an approach to R&D focused on the individual, where
innovations are co-created, tested, and evaluated in “open”, collaborative and multi-contextual configurations. The
approach of Living Labs is not focused exclusively on users or their involvement in the development process, but
aims to facilitate interaction among stakeholders, for example, universities and research organizations, SMEs,
industry, civil society, professionals of ICT and public partners (Bergvall-Kareborn et al, 2009). The necessity of
Public-Private Partnerships (PPP) in the creation and management of Living Labs, is reinforced by Cosgrave et al
(2013) who, critically, argue how Living Labs are heavily subsidised by the government or
Internationalorganisations and supported by grants from universities and private entities based on specific interests.

3. Urban regeneration as spatial dimension of Living Lab
3.1. Governance and Innovation flows: the logical frame of Living Lab

It is possible to argue, relying on literature and some examples of Living Labs, that the main node, making
effective and efficient Living Labs as a smart platform for innovation, concerns the connection between governance
processes and the spatial dimension.The processesof Governance havestandardized some tools to be used in public
policy context (Salamon, 2002) supposed to define new way to capture and respond to the social, urban and
territorial demand of transformations. In the same time, the productive systems, involved into globalization process,
findcompetitive impulses into local specializations, according with the local innovation networks. Innovation is
contextualized through the principle of competitive differentiation (Foray, 2015).

The local development strategies, within the new governance (Tommel& Verdun, 2009), are expected to support
and trigger “self-propelled” processes. These processes take place through new behavioral procedures (involvement)
and greater insightsto build possible development scenarios (strategy), according to the local relational tacit
knowledge (Collins, 2010), in which the cultural, historical and social context represents the resource opportunity
(territorial capital).The local action is the outcome of territorial and urban policies aimed at the capability to
mobilise additional resources for the production of innovation, both from the social learning perspective and the
technical identification of resources. This integrated approach defines new ways of thinking in producing new
responsive scenarios to the social, economic and territorial demand of transformation.The Living Lab, as smart
platform, works on two sources of innovation demand. One comes from the new governance tools at different levels
— European, National, and Regional — the other comes from the local demand of urban and territorial transformation
(change-led). This kind of demand derives also from the necessity to grasp the dynamics of innovation affecting the
way in which building local discovery path of advantages/opportunities or disadvantages/obstacles from the
community belonging to the local shareholder/stakeholder groups.Considering the two sides of innovation, one
related to policy/tools (Supply) and the other related to behavior/technology (Demand) driving the urban territorial
transformations (change-led), the objective of Living Lab platform is to create forms of integration between
“governance” and “society/community”.
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The logical frame of Living Lab platform, following the above reasoning, includes three drivers (or tracks,
thereby):1. Cluster policy and Cluster analysis, to comprehend and evaluate the relevance of performance factors to
create and empower innovation flows.2. Territorial Milieu, in terms of local supply chain based on urban-rural
connection.3. Urban and Territorial regeneration as improvement of the supply of services in a multilayer
perspective supporting innovative financial instruments.The three drivers are the methodological frame for the smart
platform of Living Labs, expanding its capabilities as a structuring element of governance for the implementation of
RIS3 and introducing the function of decision making support both in terms of technical and administrative and of
strategic scenarios.

We argue that the Living Lab as smart platform can play an effective role in implementing RIS3 if the territorial
catalyst is the metropolitan area, which includes the metropolitan city and the surroundings, composed by inlands
areas and urban area. The methodological frame is experimented in two southern Italian regions: Calabria and
Sicily, up to a possible configuration at metropolitan area level.The living lab acquires the connotation of territorial
catalyst that can integrate development policies, both at theltalian (Development Fund and Cohesion) and
theEuropean (European Investment Structural Funds) level, translated into regional and national operational
programs, where RIS3 acthorizontally.See Fig. 1.
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Fig. 1. The Logical Frame of Living Lab
3.2. From Regional to Local level: how Living Lab becomes a smart platform for cities

Following the logical frame of Living Lab, the structure of the three drivers lead to take into account the spatial
dimension of innovation, by analysing the innovation flows occurring in a specific network belonging to a territorial
system. A first conceptualization of the three drivers has been experimented in two southern Italian regions, Calabria
and Sicily, in order to identify the role of two metropolitan areas, Palermo and Reggio Calabria, in the
implementation of the policy areas, defined in the respective RIS3, and to provide the core aspects of Living Lab
platform.This experimentation exploits the first results of the ongoing research project MAPS-LED concerning a
spatial analysis of the performance factors in 10 Clusters in Massachusetts (USA), and specifically in two regions
Middlesex and Suffolk counties (Maps-Led, 2015).We have applied the MAPS-LED spatial analysis to the
territorial dimension of Italian Partnership Agreement 2014-2020 that identified urban areas, inland areas and
metropolitan city. More in particular, we have considered these territorial categories in Calabria and Sicily. By
incorporating the spatial dimension in the innovation policy, the Living Lab smart platform, at metropolitan area
level, allows to evaluate locally the more suitable use of Innovative Financial Instruments (InFIs). From the Concept
Area defined at regional level to Innovative Power Zones at metropolitan area level, the Living Lab can offer the
criteria to select projects strategically connected to the objectives of RIS3 (generally coherent with EU2020) and
implemented under the umbrella of the InFIs. According with the definition given by theEuropean Commission
(2011), “the European Commission’s Communication about EU equity and debt platforms describes InFIs as
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“participations in equity (risk capital) funds, guarantees to local banks’ lending to ...final beneficiaries, ... or risk-
sharing with financial institutions to boost investment in large infrastructure projects. These instruments aim to
boost the real economy through increasing the access to finance for enterprises and industries producing goods and
services” (Ferreret al, 2012).

We argue that a Living Lab, conceptualized by the logical frame (Fig. 1), can act as smart platform at
metropolitan area throughthe combination of the three drivers (see Fig. 3).The first driver “Cluster policy and
Cluster Analysis” produces the “concept area” of the two regions as the combination of two spatial interpretation of
Cluster analysis: Settlement Dynamics and Strategic Potential Areas, as represented in Fig. 2
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Fig. 2.The Concept area. Settlement Dynamics and Strategic Platforms — Calabria and Sicilyregions

The second driver “Territorial Milieu”identifies, through the concept area defined in the first driver, the local
chains, based on urban-rural connections, in the metropolitan areas of Palermo and Reggio Calabria. The local
supply chain identification methodology is based on the evaluation ofinnovation flows triggered by the urban-rural
connectors and measured through the analysis of knowledge and information flows at metropolitan area level. Such
analysis aims to classify the different levels of intensity of the innovation flows that can spatially locate in different
areas of influence, in relation to the carrying capacity of the territories/metropolitan areas to capitalize the different
intensity and type of innovation. In this context, we intend to borrow the social networking analysis (Scott, 2012)
applied to the different organizational logics of action in order to analyse the flows of knowledge and information in
organizations. The goal is to identify various power zones classified by type and intensity of the flows oriented to
activate and meet the demand of innovation by different users. The living lab, through the classification of the flows
of innovation and the types of power zone, activates the demand for innovation according to three dimensions:
businesses, public administration and territories, which act synergistically on networks, ICT, R&D and territorial
capital.The third driver urban-territorial Regeneration enables forms of co-strategic planning for the implementation
of RIS3 in the contexts of the two metropolitan areas of Reggio Calabria and Palermo. At the level of public
administrationit enhances services supply, according with the different kind of power zones localised in the two
metropolitan areas. In particular, by combining social innovation with the rural innovation, the local demand for
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innovation is met according to the forms of Pre-commercial public procurement and procurement of innovation,
more suitable to specific needs.At the level of firms,the use of Innovative Financial Instruments is strictly connected
with the different kind of projects relevant by specific context. The power zones drive the different “mix of
financing instruments, including grants, loans or revolving funds in order to more efficiently use EU resources”
(Ferrer et al, 2012). In particular, according to the two RIS3 regional plans, the regeneration track allows to simplify
the ex-ante evaluation of InFIs. At the level of the territories, the power zones allowthe improvementof innovative
forms of Public-Private Partnership for the physical changes and the social and productive perspective of urban-rural
regeneration givingparticular attention to the role of non-profit organisations in the form of PPP.
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Fig. 3. Living Lab — Policy Area.

4. Conclusions

The paper highlights the potentials of the Living Lab platform to conceptualise the territorial dimension of
Research and Innovation regional policies. The paper, indeed, depicts preliminary findings of an ongoing research.

Among the wide list of different contributions in literature about the concept of Living Lab, we considered the
following given by Bergvall-Kareborn et al. (2009):“A Living Lab is a user-centric innovation milieu built on every-
day practice and research, with an approach that facilitates user influence in open and distributed innovation
processes engaging all relevant partners in real-life contexts, aiming to create sustainable values”. Such definition
allows to incorporate the spatial dimension by considering the new governance process (Témmel& Verdun, 2009)
and the components of territorial capital,stressing how it is important to understand the different distribution of
knowledge and innovation flows in particular contexts. Additionally, we considered crucial what Foray (2015)
argued about the role of S3 within Cohesion Policy: “The basic idea governing the generalized adoption of smart
specialization strategies within the framework of Cohesion Policy was to effect a change of paradigm in the way in
which these regional innovation policies were structured; the goal is now to encourage each region to identify
transformation priorities that reflect and amplify existing local structures and competences, and thus produce
original and unique competitive advantages”.We reasoned that the missing link in putting in practice the principles
and the innovative process of S3, within development policy (Cohesion Policy, thereby), is the spatial dimension.

Therefore, the milieu innovateur has been integrated in a comprehensive concept that is the territorial milieu, in
order to capture the different level of intensity concerning to the local chains of innovation.The mission of the
Living Lab platforms focuses in locally definedtargetedand feasible projects, aimed at making operational the
integration between rural hubs and urban areas, through the production and distribution of services to businesses,
consumers and community, according to the integration of smart cities and smart specialization.The Living Lab
becomes a smart platform providing: an optimal balance between supply and demand for local goods and services,
in order to ensure a consistent critical mass that it can be placed in a more competitive way in the market; a “smart”
management of urban / rural space through a dynamic mapping of areas with higher potential of development of
hubs (such as logistics distribution centres and specialized services) which take the form of innovation power zones.
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