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The Smartest Places on Earth:  
Why Rustbelts Are the Emerging 
Hotspots of Global Innovation 

Van Agtmael, A. & Bakker, F. (2016), PublicAffairs, New 
York. 

 
 “The sharing of brainpower, combined with smart manufacturing, 

will shift the competitive advantage back to the developed world, 
and developing economies will struggle to close the innovation 
gap. But, in the longer run, it will bring benefits for the entire 
world by making smart products that help address challenges that 
affect us all… Welcome to the brainbelt.” 

 

Summary 
American and European cities with old industrial heritages have long been considered 
as relics that can no longer innovate or compete. In The Smartest Places on Earth, 
Antoine Van Agtmael and Fred Bakker forcefully reject this idea. After two years of 
travel and interviews in cities such as Dresden, Eindhoven, Lund-Malmö, Oulu, and 
Zurich in Europe; and Akron, Albany, Minneapolis, Portland, and Raleigh-Durham in the 
United States, the authors conclude that these cities are becoming hubs of global 
innovation. Exchanges of talent and knowledge, along with intelligent manufacturing, 
are creating a new economy that is revolutionising globalisation. In these communities, 
a combination of forces (visionaries, thinkers, local universities, regional government 
initiatives, start-ups, and large companies) has managed to overcome the decades of 
economic decay that followed the collapse of traditional manufacturing. For this 
reason, Van Agtmael and Bakker describe these cities and regions as brainbelts, as 
opposed to the term that is usually used to describe these regions – rustbelts. Thanks 
to high levels of trust and a working style based on collaboration and free-thinking, 
these brainbelts are creating intelligent products that integrate computing, sensors, 
large data files, new materials, and automation. By doing so, they are transforming the 
industrial sector and positioning themselves, according to the authors, among the new 
emerging markets. This observation takes on more credibility if you consider that 
Agtmael invented the term emerging markets in 1981, while working for the World 
Bank’s International Finance Corporation (IFC). The authors describe the forces behind 
this re-emergence or reinvention, and add optimism to a discussion that usually 
highlights the vulnerability and weakness of Europe and America when facing a 
globalised and technological future.  
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The authors 
Antoine van Agtmael coined the term emerging markets and was the main founder 
and CEO of Emerging Markets Management. He is currently a senior advisor at Garten 
Rothkopf – a public policy consulting firm. He has written The Emerging Markets 
Century and Emerging Securities Markets. 

Fred Bakker is an economic and financial affairs journalist. Until his recent retirement, 
he was deputy director and the CEO of Het Financiële Dagblad, the ‘Financial Times’ of 
the Netherlands.  

Key ideas and opinion  
When General Electrics (GE) decided to build a new factory to develop the new 
generation of aircraft engines in the United States, rather than at a low-cost 
production location (as had happened a decade ago), Van Agtmael and Bakker agreed 
that this was proof that the major American companies were reintroducing some of 
their manufacturing activities. The location of the new plant surprised them both 
equally: a town called Batesville in Mississippi. Why there? According to GE’s CEO, 
Batesville was chosen because it is near Mississippi State University, whose 
researchers had accumulated considerable knowledge in new materials similar to 
those needed for a new generation of super-lightweight and ultra-quiet aircraft 
engines that are also extremely energy efficient. A similar event in Europe caught the 
attention of the authors. The Dutch city of Eindhoven was chosen as the smartest 
region in the world by the Intelligent Community Forum in 2011. The CEO of Philips 
explained that the company had transformed a research lab in Eindhoven into an open 
innovation campus years ago. This type of activity may have helped Eindhoven become 
recognised as a centre of innovation. But was it enough for the city to be named as 
one of the smartest regions in the world? 

These facts represent something of a contradiction when financial analysts have 
concluded that the US will play a shrinking role in global business, and Europe has been 
described as the world’s museum. But other places around the US and Europe, which 
seemed like unlikely candidates to head up lists of successful innovation centres, 
reflected similar trends. The authors noticed that there were many examples of new 
brain hubs centred around universities. Some were in old industrial belts, others were 
emerging. For example, in Austin, Texas, a new belt was developing with a focus on 
information technology and biotechnology, without there being local industrial 
tradition. Its high-tech area started in 1990 around the University of Texas with 
companies such as IBM, Dell, and Oracle, and now there are more than 15 incubators. 
Other examples of brainbelts include Houston, Texas (energy); Palm Bay (aerospace) 
and Gainesville (biological sciences) in Florida; and Boulder in Colorado (aerospace and 
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life sciences). In Europe, a similar phenomenon is seen in areas and cities such as 
Stockholm (ICT and robotics); Berlin (ICT); Munich-Stuttgart (automotive, robotics and 
bioscience); Grenoble (nanotechnology, biotechnology, and clean technologies); 
Toulouse (aerospace and organic farming); and Oulu (medical instruments and 
wireless).   

To better understand this new reality, Van Agtmael and Bakker undertook a two-year 
journey through America and Europe and visited many of these innovation centres. 
What they observed was not a return to traditional manufacturing, but its reinvention. 
For a start, factories are radically different: intelligent; clean; flexible; and using 
integrated processes operated by electronic and mechanical systems. Employees in 
these factories work in specialist and professional teams, some have high-level training 
education, others have doctorates, while some are workers who have retrained from 
other businesses. The products they make are innovative, connected, personalised, 
and of high quality. The authors claim that this combination of intelligent 
manufacturing and shared talent is producing new brainbelts. These belts are more 
than a collection of businesses conveniently located in an attractive region. Each belt is 
a tight weave of contributors collaborating in an ecosystem, which usually consists of 
research centres, universities, local authorities, established companies with strong 
R&D departments, and start-ups (usually supported by a variety of suppliers, venture 
capitalists, lawyers, and design firms). The various entities create their own identity as 
they share knowledge, interact, form a community, expand, and improve.  

In addition to a major research university, brainbelt ecosystems include a major 
company and a global actor. Van Agtmael and Bakker say that large companies are a 
necessary ingredient because they feel more strongly the chill air of global competition 
than start-ups, and more so than regional, technical, and educational institutions. For 
that reason, they often understand that regional cooperation is crucial to gain 
competitive advantage. These large companies tend to feel a strong connection with 
the belt and often invest in their factories and workers, strengthening both the 
company and the region. For example, Intel has built the largest and most 
comprehensive campus in the world in Portland: a global centre for research and 
semiconductor production and an anchor for Oregon's economy. The company is the 
state’s largest employer, with nearly 17,500 employees.     

However, the large company is only one actor in the ecosystem of the belt. According 
to the authors, there is always a connector. Normally, this is an individual (but it can 
also be an organisation) with the vision, relationships, determination, influence, 
diplomatic skills, power of conviction, and the necessary energy to catalyse talent 
sharing between organisations. The connector influences how the belt develops. In 
Zurich, for example, the connector was Michael Collasius, CEO of the Swiss branch of 
Qiagen Instruments (a German company). There were several laboratory product 
companies working in the city, but they did not work together, and none could carry 

3                  
 



out the research needed to position itself as leader. This changed when forensic 
investigators (the main customers of laboratory material producers) began to ask for 
faster, better, and cheaper ways to work with DNA. Collasius convinced the local 
companies to join forces in 2003 and create a research institution called ToolPoint. 
Today, more than 30 companies are part of this ecosystem, and all are focused on 
some aspect of creating laboratory products. 

The authors argue that a sense of community and belonging to the brain belt emerges 
when large companies cooperate and connectors link the actors. Interestingly, the 
authors say that the strength of the community is often partly a consequence of the 
recognition of a threat. Unlike the days when corporate researchers worried little 
about competitive forces, today’s actors recognise that a region that was hit in the 
past could be hit again. As the economic situation improves, the belts see themselves 
as more resilient and accept new challenges. These dynamics are more effective when 
the various actors in the ecosystem have the right mix of expertise and openness. 
Mutual dependence requires collaborators to share information and be open with 
each other. Specialisation enables companies to avoid overlapping, and so it becomes 
less likely that sharing knowledge generates risks.   

Besides the work environment, the decision to work in a brainbelt is also based on 
elements such as the availability of cheap housing, and the existence of attractions and 
benefits ranging from cafes and restaurants to good schools and leisure services. There 
must be informal opportunities to meet, interact, and stimulate thinking. As a 
brainbelt develops, business plans begin to find more funding, the forgotten 
neighbourhoods of the city begin to grow, new businesses and stores open, the tax 
base increases, local services improve, and local actors start understanding that they 
are part of something special. Van Agtmael and Bakker also call these areas sleeping 
beauties –they are awakening after a long sleep induced by bad policies, or a mistaken 
analysis, that led entrepreneurs and investors to flee the region.  

However, although they were asleep, that does not mean that these regions lacked 
great qualities. They still had the potential, knowledge, and talent to reinvent 
themselves – and so when an individual or group reaches a peak of frustration, the 
stakeholders can be mobilised into building on local assets. For example, in the Finnish 
city of Oulu, the collapse of Nokia caused the disappearance of several thousands of 
jobs, but much of the experience remained, and this led to the creation of numerous 
start-ups in information technology, medical technology, and clean technology. Nokia, 
meanwhile, reinvented itself and focussed on the intelligent networks that hold 
together the internet of things. Today, the University of Oulu is home to 17,000 
students and 5,000 lecturers, and the city has two business parks that provide the 
necessary space to share knowledge. The start-ups are supported by a network that 
includes a vocational training centre. In total, the region produces between 35 and 50 
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scientific start-ups annually, and the medical device industry is growing at around 12%, 
compared with a global average of 5%.  

The brainbelt model also revolutionises the ideas that are born in these belts. New 
manufacturing methods – especially robotics, 3D printing, and the internet of things – 
enable the creation of a new generation of smart products. Unlike the low-cost 
factories that have been the model of recent decades, intelligent manufacturing 
focuses on customisation, adaptation, complexity, and quality. The development of 
sensors, new materials, and biological science (including biotechnology and medical 
devices) are typical brainbelt activities that can only be undertaken in environments 
that are fast, efficient, and creative. The authors also believe that these inventions 
help solve many key problems, including helping to minimise our energy dependence. 
For this to happen, renewable energies must continue to expand and our houses, 
buildings, airplanes, cars, and machines must become more energy efficient. In the 
Hudson Tech Valley, and in Raleigh, Portland, Dresden, Oulu, and many other belts 
visited by the authors, researchers and start-ups are increasing energy efficiency and 
turning energy consumers into producers. For example, in the Centennial Campus in 
North Carolina, the Swedish-Swiss company ABB is working on a joint programme with 
university researchers to develop elements of the smart grid; and in Dresden, a group 
of companies is working on an EU programme to develop energy-efficient chips and 
sensors.  

These technologies and processes are changing the social structures that define our 
lives – and for the better. The authors insist that the current concern about job losses 
– especially middle class jobs – is wrong and misinformed. The concern, say the 
authors, should not be the lack of work, but low wages and inequality. In every era of 
innovation there has been anxiety about the destruction of (obsolete) jobs. At the time 
of the American War of Independence, farming accounted for 90% of the workforce. In 
1900, that figure had dropped to 38%, and by 2000 farming accounted for only 2%. 
Some 200,000 lift operators suddenly became unemployed in Manhattan with the 
arrival of automatic lifts. From typists, telegraph keyboard operators, bank tellers, to 
dairy-maids, the list of jobs that have been eliminated by new inventions is lengthy. 
And it is always easier (and politically advantageous) to blame others for job losses 
(such as China) than to accept that factories and processes have become more 
efficient. As the authors put it, “we’re much better at counting the number of lost jobs 
than the newly created ones.” Yet we cannot fight against history as industry and 
society change. Instead, we should accept that innovation increases our 
competitiveness.    

However, for this transformation and the new model to achieve their full potential, 
and for society to feel the benefits, it is essential to transform certain processes, 
practices, structures, and attitudes that have been handed down from the previous 
era. First, while it is true that the development of brainbelts is a process driven from 
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the grass roots, the support offered at a national level (or European level for the EU) 
continues to be of great importance in fostering these centres of innovation. This 
support may take the form of research funding, or subsidies granted to projects that 
solve specific challenges. Such support may also emphasise crosscutting technologies, 
teamwork, collaboration, and facilitate the modernisation of physical and digital 
infrastructure. In addition, Van Agtmael and Bakker stress that education programmes 
and training must be rethought to meet the demands of brainbelts. The authors say 
that by 2020, American companies will face a shortage of five million workers with the 
necessary technical skills. It is also important to change the mentality on university 
degrees. In the new economy, other forms of education and training may be much 
more useful and advantageous, and jobs in the manufacturing sector may be more 
attractive than those in non-manufacturing sectors. Bakker and Van Agtmael argue 
that much talent is lost nowadays simply because students (and their parents) ignore 
this potential and waste time travelling down the traditional route marked by four 
years of university study.  

Equally important, say the authors, is the need to improve strategies for measuring 
and evaluating the results of collaborative activities and talent-sharing (even from the 
early stages). In the new model, economic productivity cannot be simplified to a 
simple Excel spreadsheet of the most effective use of capital and labour. It is no longer 
just about reducing costs, but being smart. Finally, just as innovation requires new 
metric models, new infrastructure beyond that of traditional industrial hubs is also 
needed in order to encourage collaboration-based organisational design, leadership, 
and attitudes. To reinforce these pillars of the brainbelts, the authors offer a series of 
recommendations:  

• Develop guidelines and best practices for regions and towns that aim to create an 
environment which is conducive to brainsharing ecosystems.  

• Provide incentives and awards to groups that follow an interdisciplinary and 
collaborative approach in the creation of technological products and services. 

• Encourage and facilitate public-private partnerships. 

• Favour open innovation platforms for funding. 

• Allow educational institutions to serve as antitrust umbrellas.  

• Provide financial support, knowledge, and incentives to transform old rustbelt 
regions into 21st century innovation districts. 

• Eliminate obstacles that prevent testing and adoption of new technologies. 
Examples include: accept smartphone payments for government transactions, and 
encourage recharging points for electric cars.  

• Offer awards and prizes for brainbelts, talent and knowledge sharing, and 
intelligent manufacturing. 

• Overall, stop treating brainbelts cautiously, and welcome them as doorways to a 
smarter, collaborative, and more efficient world.  
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