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Abstract

The autonomous region of Aland is situated between Finland and Sweden. Throughout history the
economy has been closely related to shipping and lately also to tourism.The economy and labour market
in the region were heavily affected during the Covid-19 pandemic and the subsequent travel restrictions.
In this article, we explore the economic competence in Aland through the lens of a framework by Carlsson
and Eliasson (1991) which contains four capabilities: strategic or selective capability, organisational
capability, technical or functional capability and learning capability. The analysis is based on the
implementation of the EU Structural Funds Programme in Aland (2014-2020). We find several examples
of how the programme and financed projects have contributed to raising the economic competence in
Aland along the four capabilities, as well as examples of how micro-level economic competence is linked
to macro-level economic development of the region. However, current megatrends such as demographic
change, globalisation, digitalisation and climate change are only reflected in the programme and projects
to a limited degree. These should be further emphasized in future programs and in building economic
competence in Aland due to their long-term importance as well as a stronger focus on sustainability and
inclusivity. Furthermore, to release the systemic benefits, the linking between the micro-level and macro-
level could be further emphasized.

Key words: economic competence, regional development, megatrends
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1. Introduction

The Aland islands are situated in the middle of the Baltic Sea. Aland is a demilitarized and autonomous
region of the Republic of Finland and celebrated 100 years of self-governance in 2022. Aland has a
population of slightly more than 30,000 inhabitants (30 359 in 2022) of which the majority live in the main
island and Mariehamn. Aland which is Swedish speaking has close links to both Sweden and Finland.
Throughout history, shipping has been important for the Aland islands, and sectors related to trade,
transport and tourism are currently important industry sectors. With a strong dependence on these
sectors, Aland was severely hit by the Covid 19-pandemic and the subsequent travel restrictions that put
the economy and labour market in Aland under strain.

The aim of this article is to explore what economic competence means in the Aland context and discuss
how it can be developed to increase economic growth and resilience in the future.

The understanding and the importance of economic competence as the means to connect different
forms of capital (land, machinery, energy, financial and labour capital) to induce economies of scale and
economies of scope goes back to classical economy with Adam Smith and J.S Mills in the 18th and 19th
centuries. While Alfred Marshall in the 1890s distinguished between four main agents of production; land,
labour, capital and organisation, Alfred Chandler in the 1990s talks about knowledge, skill, experience
and teamwork, i.e., the organised human capabilities essential to exploit the potential of technological
processes. He also links microeconomic capabilities to macroeconomic performance in international
comparative studies, attributing superior competence of American industry to their organisational
capabilities (Smith, 1776; Mills, 1848; Marshall, 1890 and Chandler, 1990 cited in Carlsson and Eliasson,
1991).

In this article, we depart from Carlsson and Eliasson (1991) who claim that economic competence is
the ability to identify, expand and exploit an opportunity set by which technological possibilities are
converted into economic activity. They identify four types of capabilities which together make up
economic competence:

1. selective or strategic capability
2. organizational capability

3. technical or functional capability
4. learning capability

The selective or strategic capability refers to the ability to formulate and monitor the overall business
strategy, including the selection of markets, products and technologies. It also includes key elements such
as the development of appropriate organizational structure, effective internal processes, the recruitment
of top management and key staff, as well as the ability to develop a supporting entrepreneurial business
culture that generates and takes advantage of new business opportunities.

The organizational capability relates to integrating and coordinating activities to achieve synergy
effects. This is performed through the development of an appropriate organizational structure that
minimizes the costs of coordinating different functional activities such as production, R&D and marketing,
including the development of effective middle management and competent teams. In the organizational
ability lies also the ability to create synergies thereby releasing economies of scale and scope. Carlsson
and Eliasson point out that organizational capability is often related to tacit knowledge and experimental
learning.

The technical or functional capability includes competencies in all areas and relates to function
(e.g., production, R&D, marketing, financing, administration), to the production process, and to market
development. A high productivity or efficiency illustrates a high functional ability. However, while
functional capability is necessary, it is not sufficient for high economic performance since also other
capabilities of economic competence are needed.

The final capability presented by the Carlsson and Eliasson (1991) framework is the learning capability.
This refers to the ability to learn from both successes and failures, to be adaptive and to take appropriate
measures. The learning capability includes both internal processes for innovation, diffusion of knowledge
and feedback, and external processes. When tacit knowledge is involved, this also often involves
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reallocation of people, hiring and entry/exit of firms. External learning capability does however not
only deal with accessing information, but also with interaction and knowledge creation with suppliers,
customers and competitors nationally and internationally.

In their framework of economic competence, Carlsson and Eliasson also distinguish between the
micro-level economic competence of the firm, i.e., business competence, and macro-level economic
competence pertaining to the economy as a whole which is based on the aggregated capabilities of all
economic units including the system’s effect deriving from effective coordination between the units.

It is important to note that Carlson and Eliasson’s definition of economic competence is framed into
a narrative of economic development as closely linked to technological development and innovation.
Other research on what drives economic development departs from other perspectives such as the role
of institutions (e.g. North, 1990, Williamson, 2000), spatial perspectives and urban economics (e.g. Isard,
1949, Glaeser, 2012). A Scopus search in October 2023 revealed that economic competence is linked to
studies of the entrepreneurial state (Mazzucati, 2011), the role of government in market and state failures
in the implementation of innovation policy (Wennberg et al. 2022), the development of economic
competence among students (Kaiser et al. 2020; Sigfried et al. 2021) and among businesses (Mayr et
al. 2020), and the dynamics between the different elements that constitute economic competence
(Mathews, 2003).

In this article, we revisit the Carlsson and Eliasson framework of four capabilities of economic competence
(1991) and discuss economic competence in Aland. The empirical material for the analysis is based on the
implementation of the EU Structural Fund Programme “Entrepreneurship and Competence” 2014-2020
where the authors have participated as external evaluators (Terds, 2017; Terds, Lundgren and Salenius
2019; Lofving, Lundgren, Terds and Turunen, 2023). The programme consisted of two parts with different
focus, “Entrepreneurship and Innovation” funded by ERDF and “Inclusivity and Competence” funded by
ESF. The programme was implemented during the period 2016-2022 and complemented with funding
from REACT for supporting regions during the COVID-19 pandemic period. In total close to 11 million
Euro was allocated to regional development projects within the project period.

The structure of the paper is as follows: After this introduction follows a section with a background
description of the Aland and its economy. In the third section, we delve into the implementation of the
EU Structural Fund Programme in Aland.

The fourth section starts with presenting an overview of strengths, weaknesses, opportunities and threats
relating to the Aland economy elaborated by the authors, before analysing economic competence in
Aland though the Carlson and Eliasson lens of four capabilities of economic competence: selective and
strategic, organisational, technical and functional, and learning capability. In our re-visit of Carlsson
and Eliasson (1991), we also discuss the current megatrends in relation to the elements of economic
competence in Aland. In the fifth section we present some concluding remarks and in the sixth and
final section we present recommendations for improving economic competence in Aland and discuss
limitations with the framework used and our research.

2.  Abackground to Aland and its economy

Aland is an autonomous Swedish-speaking region of Finland situated in the archipelago between
Sweden and Finland. In 2022, Aland had 30,359 residents of which Mariehamn is the largest town and
capital with 11,757 inhabitants. While the rural district of Aland had 16,557 inhabitants, 2,045 inhabitants
lived in the archipelago which consists of more than 6000 islands (ASUB, 2023b). The region comprises
of 16 municipalities and the total area in Aland is 13,324 km2 of which 1,554 km2 is land and 11,770 km2
is water (ASUB, 2023b).
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Map 1: Map of Aland
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In 2020, Aland’s gross domestic product’s value in current market prices amounted to about 1,15 billion
euros, constituting 38,500 euro/capita (30 400 PPS €). The number of companies in Aland in 2022 was
2,872.The largest companies in 2021 by the number of employees included Viking Line, Alandsbanken,
Trailer-Link and Aland Post. Other significant companies can be mentioned such as Chips Group, Wiklof
Holding and PAF (ASUB, 2023a & 2023b).

Historically, international shipping has been the most important source of economic prosperity in the
Aland islands. In 2019, shipping accounted for 16 per cent of Aland’s GDP, but in 2020 the share dropped
to 6 per cent because of the COVID-19 pandemic. Almost 5 per cent of all employed people in Aland
worked in shipping in 2020 (7 per cent in 2019). (ASUB, 2023a). In 2022 1,4 million travellers visited the
island of Aland. This meant over 447,000 guest nights in Aland’s hotels, guest homes, campsites and
holiday villages. Notably, the guest nights in smaller facilities and private cottages are not registered in
this account. (ASUB, 2023a)

In 2022, the relative unemployment rate was 4.5 per cent, following the peak year of 2020 with 9.5 per
cent relative unemployment due to the pandemic (ASUB, 2023b). The educational institutions in Aland
offer education in e.g., health care, business education, tourism, and sea and shipping-related education,
but also education in other topics such as music, open university, and design can be found. In 2022,
Aland had almost 1,100 students at the upper secondary level and almost 500 students at the Aland
University of Applied Sciences. More than 200 Alanders were studying at the upper secondary level
outside of Aland, as well as about 1,150 pursuing higher learning abroad. Of those studying outside
Aland, 57 per cent studied in Sweden, 39 per cent in Finland, and the remaining 4 per cent are divided
over about fifteen other countries. (ASUB, 2023a).

3. The implementation of EU Structural Funds Programme (2024-2020)

The Aland Structural Fund Programme “Entrepreneurship and Competence” focused on two priority
intervention areas, “Entrepreneurship and Innovation” (ERDF), and “Inclusivity and Competence” (ESF).
The Programme’s objective was to develop knowledge and improve skills in working life, increase
employment, enhance productivity and innovation capacity, renew and diversify Aland’s business
community, and contribute to a well-educated, equal and active inclusive society (Landskapsregeringen,
2014.) Nordregio was responsible for evaluating the Aland Structural Funds Programme, and published
evaluations on three occasions in 2017, 2019 and 2023 (Teras, 2017; Terds, Lundgren and Salenius, 2019;
Lofving, Lundgren, Terds and Turunen, 2023).

Within the framework of the Structural Funds Programme, a total of 47 projects were implemented within
the ERDF-part (including 29 liquidity support measures) and 25 projects within the ESF until September
2022. The total budget of the Aland Structural Funds Programme amounted to close to 11 million Euro.
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Table 1: Projects funded within the Aland Structural Fund programme 2014-2020

Projects implemented under priority intervention area "Entrepreneurship and
Innovation” (ERDF):

Aland Sailing Robots (Hogskolan pa Aland) An autonomous mobile platform that uses wind and solar
energy, to support the development of sailing robots.

Business Lab &Business Lab React Aland (Hogskolan p& Aland) Promotes new entrepreneurship and
facilitates commercialising new ideas, especially for young new entrepreneurs.
Finansieringsinstrument: Offentligt riskkapital (Alands Utveckling Ab) Equity capital or loans to small
and medium-sized growth companies based in Aland.

Utveckla framtidens foretag - fran idé till export (Alands Naringsliv AB) Advisory concept for
entrepreneurs and established companies with new, growth-oriented ideas

Energismart Aland (Alands Teknologi- och energicentrum). Develop advisory services for energy and
information channels, and develop Aland as a test area for smart energy systems.

Utveckla framtidens foretag - REACT (Alands Naringsliv) Support, inspire and develop Aland’s
companies and and entrepreneurs in the post Covid-19 conditions.

Projects implemented under priority intervention area “Inclusion and skills” (ESF):

Emmaus Returcafé (Emmaus Aland r.f.) Integrating the long-term unemployed into the labour market.
En samordnad sysselsattningsenhet (Ung resurs r.f) A co-ordinated employment unit works to make
the labour market more accessible for young NEETs and for other long-term unemployed persons
through flexible, intensive, and individual support in everyday life.

Flex-In, en flexibel vag till inklusion (Medborgarinstitutet/ Mariehamns stad) Building a course system,
for example, the study materials for teaching Swedish to immigrants.

Returhuset - forstudie (Alands Miljoservice kf) Recirculation: receiving facility, workshop, shop

Mise Textilprojekt (Alands Miljoservice kf) Feasibility study: Recirculation for textile, building on
Returhuset

Emmaus véxtkraft (Emmaus Aland rf) Workshops to increase social participation and employability.
Emmaus véxtkraft 2.0 (Emmaus Aland r.f) Emmaus Vixtkraft 2.0 builds on previous projects with the
same name but with an increased focus on those affected by the Covis-19 pandemic.

Vi vialkomnar fler (Alands Naringsliv r.f.) Creating conditions for foreign-born people to stay in Aland
by utilizing their skills and developing more opportunities for entrepreneurship.

Hallbar utveckling (Alands Centralandelslag, ACA) A quality management project for sustainable
organisational mindset

Vilkommen in (Alands Naringsliv) Increasing the competence and the quality of service of business
owners and employees.

HAY - Helhetsundervisning vid Alands gymnasium (Alands yrkesgymnasium) New training initiative
with digital tools, entrepreneurial thinking and participation in working life.

Kustens mat (Alands yrkesgymnasium) Offers participants a new course module within artisan food.
VAG - Vuxenutbildning i Alands gymnasium (Alands yrkesgymnasium) Developing sustainable
structures for lifelong learning.

Skargardsakademin (Foretagsam skargard r.f) Training entrepreneurs (and municipal employees)
primarily in ICT sector.

Kompetensutveckling Inpex 2017-2020 (Inpex Ab) Building competence in sustainable thinking and
quality management systems.

Kompetenshojande och miljobesparing (Energi och Miljotekniska Féreningen i Landskapet (EMIL))
Raising the skills of employees in various member companies (with the keywords of Safety and
environmental safety)
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Optinova Academy (Optinova Ab) Training the staff during the pandemic. The aim is to have a more
well-trained staff that can meet future challenges.

Aland Gear Up (Hogskolan pa Aland) Support for the tourism industry, which needs to adapt to the
post-pandemic conditions by increasing its competitiveness and maintaining profitability.

En flexibel skola i skdargardsmiljo (Utbildnings- och kulturavdelningen/Alands landskapsregering)
Creating a system that can ensure qualitatively equal education for all in a local environment and
enabling small schools to offer relevant and attractive teaching positions in the different schools.
Vigledning (Utbildnings- och kulturavdelningen/Alands landskapsregering) Creates a system that
ensures equal guidance

Sommarpraktikant 2021 (Alands Naringsliv r.f) The project will ensure that 220 young people born
between 2002 and 2005 have a summer job during the summer for at least four weeks.

Nya utbildningar inom hallbar energi och teknik (Utbildnings och kulturavdelningen,
Utbildningsbyran) Creating the conditions to provide technical expertise in renewable energy and
technology needed to manage the operation, maintenance and service work of, e.g., wind turbines,
solar panels and electric cars.

Sommarpraktikant 2022 (Alands Naringsliv r.f) As a result of the project, 160 young people born in
2004, 2005 or 2006 will have job during the summer for at least four weeks

Source: Aland Structural Funds Programme 2014-2020

According to the evaluations of Aland Structural Fund Programme by Nordregio, the Programme has
played a significant role in supporting regional development on Aland, especially during the pandemic
when financial support was provided to people and businesses to help kickstart the recovery of society.
According to the provincial government, the programme has reached about 10% of Aland’s population
through activities and liquidity support. The programme has also contributed to achieving the goals of the
Europe 2020 strategy for smart, sustainable, and inclusive growth. By granting projects, the programme
has contributed to the development of economic growth, smart solutions and the development of skills
in Aland (Lofving, Lundgren, Terds and Turunen, 2023).

4.  Analysis of economic competence in Aland

The aim of this section is to explore economic competence in Aland by examining the implementation
of the EU Structural Funds Programme through the lens of the Carlsson and Eliasson framework of
economic competence (1991). As a start, the following SWOT analysis has been prepared by the authors
with the aim of introducing some key strengths, weaknesses, opportunities, and threats of the Aland and
its economy that can be related to capabilities identified in the applied framework: selective or strategic
capability, organisational, technical or functional capability, and learning capability.

Table 2: SWOT of Aland economy from the viewpoint of economic competence

Strengths Weaknesses

-low unemployment* -isolated "island " economy

- family business culture -accessibility

-the tradition of entrepreneurship (especially ship- -low population- issues of critical mass

ping) paves the way for new businesses -limited number of growth-oriented companies

- trust among the key actors of the innovation system | -low diversification of industries
-relation to Sweden

Opportunities Threats

-upgrading the regional innovation ecosystem -constant lack of qualified labour force
-agility in upgrading skills & competencies -young talent moving out

-green transition businesses in Aland -continued isolation

-limited attraction regarding Invest-in activities

*With the exception of the Covid 19-period when the unemployment was very high.
Source: Article authors
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With the aim of exploring the economic competence in Aland, the authors have analysed the
implementation of the Structural Funds Programme in Aland (2014-2020), following the Carlsson and
Eliasson (1991) framework of economic competence. By linking the micro-level to the macro-level, the
analysis also focuses on to what extent the Structural Fund Programme and it projects are reflect and
sustain the development of the four types of economic competencies identified by Carlsson and Eliasson.

Table 3 illustrates that projects funded within the Aland EU Structural Fund Programme 2014-2020, has
contributed to strengthening the economic competence in Aland along all four capability dimensions
of the framework. The table furthermore illustrates that the ERDF and ESF, along with React funding
during the pandemic, are complementary. While the ERDF funding has a stronger focus on business
development activities, the ESF targets skills development and sustainable development of the labour
force.

Table 3: Examples of projects financed by Aland Structural Funds Programme contributing to
economic competence along the four capability dimensions

Selective or strategic | Organisational Technical or functional | Learning capability
capability capability capability
Utveckla framtidens Riskkapital (ERDF) Energismart Aland Business Lab (ERDF +
foretag (ERDF + React) (ERDF) React)
Energismart Aland
Business Lab (ERDF + (ERDF) Optinova (ERDF) Emmaus returcafé +
React) Sommarpraktikant vaxtkraft (ESF + React)
2021+ 2022 (ESF) Hallbar utveckling ACA
Vi valkomnar fler + (ESF) Kompetensutveckling
Valkommen in (ESF) Inpex (ESF)

Source: Aland Structural Funds Programme 2014-2020

The main objectives of the Aland Structural Fund programme “Entrepreneurship and Competence”
(2014-2020) were well in line with the selective or strategic capability as the programme aimed to
develop knowledge and improve skills in working life, enhance productivity and innovation capacity,
renew and diversify Aland’s business community. Projects such as e.g. Utveckla framtidens féretag (ERDF
+ React), Business Lab (ERDF and React) and Vi valkomnar fler and Valkommen in (ESF) serve as examples
of projects aiming to strengthen the selective or strategic capability of Aland.

Regarding organisational capability to integrate and organise activities to achieve synergy effects, the
objectives of the Aland Structural Fund Programme 2014-2020 were in line, enhancing productivity and
innovation capacity, and renewing and diversifying Aland’s business community, and contributing to a
well-educated, equal and active inclusive society. Projects such as e.g. Riskkapital (ERDF), Energismart
Aland (ERDF) and Sommarpraktikant (ESF) serve as examples of projects aiming to strengthen the
organisational capability of Aland.

Also to enhance the technical or functional capability, the objectives of the Aland Structural Funds
Programme seem well suited, i.e. to develop knowledge and improve skills in working life, enhancing
productivity and innovation capacity, and renewing and diversifying Aland’s business community.
Projects such as e.g. Energismart Aland, Optinova Academy and Hallbar utveckling ACA illustrate
examples of projects aiming to strengthen the technical and functional capability of the businesses and
business networks in Aland.

Regarding learning capabilities, i.e. to learn from successes and failures, as well as identify and correcting
mistakes, and reading and interpreting market signals to take appropriate actions, was also found to be
in line with the objectives of the Aland Structural Fund programme with the aims of improving skills,
enhancing productivity and innovation capacity and to renew and diversify the business community in
Aland. Among the projects supporting the learning capability, we find e.g. Business Lab (ERDF + React),
Emmaus returcafé + vaxtkraft (ESF + React) and Kompetensutveckling Inpex (ESF).

As can be noted, several projects contribute to multiple capability dimensions of economic competence.
However, the objective and emphasis of the individual projects is usually within one or two dimensions
of economic competence.

BSR Policy Briefing 6/2023 9



Itisimportant to note that economic competence is not limited to single firm development but can relate
to any organisation at any level within the economy. This means that macro-level development of the
Aland economic competence constitutes the aggregate of the capabilities of all economic actors within
the economy, plus the additional capability derived from their effective coordination (systems effect). In
the Aland Structural Fund Programme 2014-2020 projects such as e.g. En flexibel skola i skargardsmiljo
and Vdgledning could serve as examples of projects initiated by government actors aiming to strengthen
long-term macro-level effect capabilities of Aland, in these cases by supporting primary education in
rural areas and gender equality.

Impact of current megatrends on economic competence in Aland

The EU Structural Fund Programme in Aland (2014-2020) was implemented in 2016-2022. Global
megatrends such as demographic change, technological change, climate change and globalisation
have a strong impact on economic development. While the impact of some of the megatrends such as
demographic change, although fundamental, can be recognised only after a longer time period, sudden
economic and social shocks such as the Covid-19 pandemic have accelerated the effects of some of the
megatrends in the regions. The recent change in the geopolitical situation has implications not only for
global trade but also to regions such as e.g. Aland. The megatrends influence economic development
and are expected to challenge the prospects for sustainable and inclusive economic growth and are
likely to shape both the economy and the labour market in the Nordic countries (Alsos and Dglvik, 2021;
ILO 2022). Globalisation, which includes diffusion of new technologies, increase of capital and financial
flows, as well as movement of labour force, has contributed to economic growth and new jobs, but also
to rising income inequalities and resulted in economic vulnerability to external shocks (ILO, 2008).

Like other Nordic countries and regions, Aland is impacted by the megatrends, such as the demographic
challenges related to an ageing population, and Aland is also part of the global economy with shipping
and tourism as main sources for the economy. The latest waves of technological change enabled
through automation and digitalisation (4th technological revolution), as well as climate change and
the green transition, have created both opportunities and challenges, also in Aland. We have identified
several examples of how companies tag onto the current megatrends by using their selective and
strategic capabilities to find ways of exploiting new business opportunities and thereby promoting and
strengthening economic competence in Aland. Two of these examples, Alandsbanken and OX2, are
presented in Table 4.

Table 4: Two current examples of projects increasing economic competence in Aland

Alandsbanken - a combination of modern bank, regional flavour and increasing sustainability

Sustainability and green bank card: Alandsbanken has made a long-term commitment to protect
the Baltic Sea. In addition to the Baltic Sea Project, Alandsbanken has developed the Baltic Sea
Card, the world’s first payment card that measures the carbon footprint of purchases and is made of
environmentally friendly materials. Thanks to the innovation, Alandsbanken has been invited to the UN
Conference on the Environment to show a concrete example of implementing the Paris Agreement.

The Baltic Sea Project is an important part of Alandsbanken’s sustainability strategy and sustainability
thinking permeates the organization. Alandsbanken has for example the first eco labelled (Nordic
Swan) Finnish income fund, Alandsbanken’s Green Bond ESG.
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OX2 - establishing wind power in Aland

OX2is acompany providing large-scale renewable energy solutions, focussing on onshore and offshore
wind power. It is one of Europe’s leading developers of onshore wind power established with offices
across Europe and Australia. The company was founded in 2004 and is listed on the Nasdaq Stockholm
Main Market stock exchange. The largest markets are in Finland and Sweden (30% in each country) and
in Aland (16%).

While onshore wind power represents 35% of the technology portfolio, offshore wind power represents
43%. Other technologies are solar power 19% and energy storage 3%. OX2 manages the entire value
chain, from the acquisition of project rights and greenfield to development, permit application
processes, procurement, construction and technical and commercial management.

Currently, the company has two offshore wind projects under development in Aland, Noatun Aland
Nord with 340 turbines and estimated 19.5 TWh and Noatun Aland Syd with approx. 310 turbines and
an estimated production of 18 TWh.

Source: www.alandsbanken.com and www.0OX2.com

As we have seen, the Aland Structural Funds programme “Entrepreneurship and competence” and the
subsequently funded projects have contributed to building economic competence in Aland along with
the dimensions for economic competence identified by Carlsson and Eliasson.

While the Carlsson and Eliasson framework was elaborated 30 years ago, one may ask if it manages to
capture the current megatrends of today. Although the megatrends are not referred to explicitly as the
main rationales in the programme, it is evident that the megatrends and sustainable development have
had an influence on the programme and even more in the projects. Several of the projects are targeting
the changing dynamics in the labour market due to the ageing population and migration aiming at
reducing unemployment, filling skills gaps and increasing inclusion in the Aland society. Several projects
target skills development including digital skills as well as increased skills and building network capacity
to foster export and tourism. The knowledge of the impacts of climate change has increased since the
programme started in 2016. However, we also find that several projects aim at reducing environmental
harm and increasing knowledge about sustainable development.

Our revisit of Carlsson and Eliasson’s framework of economic competence brings us to the conclusion that
the framework is still valid. The framework provides a relevant and easily applicable tool for the analysis
of economic competence, and it also facilitates the linking between macro-level economic development
and micro-level business development.

We also found that while the Eliasson and Carlsson framework does not bring in the notion of trends
or megatrends into the analysis explicitly, our analysis of the Aland Structural Funds Programme shows
that these can be captured in the current framework. However, in applying the framework it would be
beneficial toinclude the megatrends explicitly rather than implicitly since they form a long-term influence
on economic development and should be taken into account in a more explicit way. Including the most
important megatrends in the analysis of economic competence and its dimensions, would increase the
likelihood that the analysis of economic competence also has a solid long-term perspective.

5. Concluding remarks

The general term competence is a complex term, it is difficult to define and related to the context in
which competence is used. In this article, economic competence is defined as the ability to identify,
expand, and exploit a set of opportunities (Carlsson and Eliasson, 1991).

In our analysis, we revisited the analytical framework of economic competence by Carlsson and Eliasson)
to understand how economic competence is developed in Aland through the implementation of the EU
Structural Funds Programme.
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The first conclusion is that the concept of economic competence is still highly relevant and significant
for the development of firms, regions and states. All four key dimensions of economic competence, i.e.
the selective or strategic capability, the organizational capability, the technical or functional capability
and the learning capability, were developed through the implementation of the EU Structural Funds
programme and the projects. It is important to recognize that the role of economic capability at the
macro level in Aland is not only based on the aggregated performance of individual firms, economic
actors and projects, but need to take into consideration the systems effect (coordination). We found
that several of the projects funded by the Aland Structural Funds Programme (e.g. Utveckla framtidens
foretag) aim at developing new knowledge and networks targeting both individual businesses and
projects, and contributing to the positive systems effect in Aland.

The Aland Structural Fund Programme has contributed to building the economic competence in Aland
in many positive ways. However, there are also exceptions where the projects failed to meet the targets,
and where the lack of economic competence may have been part of the explanation for the failure. As
an example, the setup of a regional risk capital fund that was one of the prioritised ERDF projects, was
closed down earlier than planned due to e.g. insufficient number of projects meeting the set criteria and
lack of interest.

Although the Carlsson and Eliasson framework proves to be relevant for analysing economic competence
in a regional context, such as Aland, we also find that it to a large extent focuses on what is key to the
micro-level business perspective and only to a limited degree captures what is relevant to the macro-
level, such as the system’s effect and integrating the megatrends into the analysis. The megatrends such
as demographic change, digitalisation, climate change and globalisation currently set the scene for much
of economic growth and development. Recognizing those challenges is key to the development of not
only innovative and smart regions, but also sustainable and inclusive societies. Yet another element that
is not expressively captured by the Carlsson and Eliasson framework of economic competence, is the
ability to deal with the multi-level governance contexts (i.e. firm level, regional level, national level, EU/
international level). To be able to orientate in this context is important not only for individual firms and
economic actors, but also for macro-level actors aiming at achieving systems effect through coordination
both horizontally and vertically. This comes close to the notions in the literature of territorial governance
and place-based leadership, where the territory is at the centre when developing policy and improving
regional development (Moodie, Wgien Meijer, Salenius and Kull, 2023).

6. Recommendations and key learning points for policymakers

Finally, we would like to provide some recommendations and insights based on the analysis of the
implementation of the EU Structural Funds Programme (2014-2020) in Aland through the lens of
economic competence and the framework elaborated by Carlsson and Eliasson

Our study reveals that the analytical framework of economic competence elaborated by Carlsson and
Eliasson in 1991 is still of relevance, but would deserve a stronger emphasis on current megatrends,
especially sustainability. As the mega-trends have substantial long-term effects and sustainability has
become a mainstream element in all economic activities in recent decades, this should be further
reflected in the concept of economic competence. We recommend that the concept of economic
competence is broadened to include also the megatrends, and in Aland in particular sustainability
should be included.

The four types of capabilities of economic competence take to some extent into account the issues of
engaging in collaboration to reach inclusivity and systems effects. We encourage continuous attention
to mcluswlty and engagement of many different stakeholder groups, to unlock the full potential of
economic competence in Aland. This would mean expanding the networks beyond “the usual suspects”

(e.g. key companies, educational and research institutes).

We also recommend an increase of competence to take advantage of the horizontal and vertical
multi-level governance context and engage with actors and networks regionally, nationally and
internationally to find solutions for developing economic competence that is both place-based and
based on territorial governance.
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The Aland Structural Funds Programme include several projects that contribute to selective or strategic
competence. Aland has shown the ability to make innovative choices regarding markets, products, and
technologies. Moreover, Aland has engaged individuals and organisations in entrepreneurial activity.
However, we recommend that Aland pays attention to the ability to attract talent and a competent
labour force. In an ever-increasing competition of talent, this is particularly important for small and
remote economies.

Aland has a number of innovative and growth-oriented companies with a track record of advanced
organisational competence, for example, Alandsbanken, PAF and Chips. The Aland Structural Funds
Programme include several projects and initiatives that enable the transfer of knowledge and contribute
to organisational competence. During the Covid 19 pandemic, the Aland Government with assistance
from the European Commission proved a strong agility to redirect funding towards urgent needs related
to the SME sector and the labour market. Based on our analysis, we recommend measures to transfer
good practices of organisational competence from large and experienced economic actors to the
SME sector. It is however worth noting that organisational ability includes also tacit knowledge which
is difficult to transfer with formal training programs and networking activities and that the personal
experience of successful entrepreneurs plays a significant role.

The track record of the most successful companies in Aland shows advanced technical or functional
capability regarding R&D, engineering, production, marketing, service and finance. The Aland Structural
Fund Programme include several projects that contribute to technical or functional competence. A key
challenge, and a generic problem, is to increase the technical and functional capablllty of SMEs and
start-up companies. We recommend Aland to pay extra attention to participating in international
networks (FmIand Sweden, Baltic Sea Region & EU) to further strengthen technical or functional
competence in Aland.

Through the success of the shipping industry, Aland has proven to have the ability to create new
competence internally through innovations. The Aland Structural Funds Programme include several
projects that contribute to advancing the learning capability. Due to the limited population in Aland,
it is challenging to create critical mass in several fields of economy. For this reason, we recommend an
outward-oriented attitude towards international contacts and networks as crucial for increasing
learning capability in Aland.

In order not only to aggregate the economic competence of single firms and economic actors in Aland,
but also make full use of the additional capability from effective coordination (systems effect), Aland is
well positioned thanks to the role of the Government of Aland who is actively monitoring the regional
development. The Aland Structural Funds Programme (2014-2020) has been coordinated by the Aland
Government which has a key role in releasing the system’s effects. As expressed by Carlsson and Eliasson
(1991), macro-level coordination consists of rules, gmdance and incentives that contribute to the
development of economic competence. We recommend that Aland pays specific attention to providing
relevant incentives that motivate companies to further innovate and invest in Aland.
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