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Executive Summary 
 

 

The present assessment ‘Improving the impact of the Structural Funds on innovation – 
implementation challenges for 2007-2013 and beyond’ has been prepared for the European 
Parliament's Committee on Budgets during July to November 2007, and aims to address three 
issues, i.e. the extent of Structural Funds support for innovation, the main limitations to an 
effective implementation of Structural Funds support for innovation, and ways to overcome 
these limitations. 
 
 
The 2007-2013 Structural Funds programming period will witness a steep increase in 
European Regional Development Fund (ERDF) support for innovation, reaching some 
€52.7 billion or 27.2% of ERDF resources.1 The Priority Theme Research and 
technological development, innovation and entrepreneurship accounts for 20.2% (€39.3 
billion), and Priority Theme Information society for 6.9% (€13.4 billion) of ERDF resources.  
 
 
However, there are significant differences between the Member States. The average 
percentage of ERDF allocations for the innovation expenditure categories amounts to 25% for 
the new Member States and 29% for the old Member States. 20 Member Sates have made 
above-average allocations for innovation, and seven Member States have made under-average 
allocations for innovation. The Member States with the highest percentage of innovation 
allocations include Luxembourg, Denmark and Finland, whilst the lowest allocations (%) are 
made in Bulgaria, Romania, and Greece. Only a small number of Operational Programmes 
concentrates resources on a limited number of specific expenditure categories. 
 
 
Experience with Structural Funds impact in 2000-2006 indicates that the increased 
funding in 2007-2013 will lead to significant impact on innovation. Recent studies on the 
impact of the Structural Funds on innovation confirm the significant contribution of the 
Structural Funds to the development of innovation. Impact is particularly significant in 
Objective 1 regions and in the new Member States, where the Structural Funds often 
represent the only instrument for the support of innovation. Impact can, however, be 
constrained by an excessive dispersion of funds (limited resources distributed across too 
many objectives). Communicating Structural Funds impact on innovation to a wider public 
remains an important challenge. 
 
 
 

 
1  Figures do not include ERDF allocations for the Territorial Cooperation Objective. Innovation figures for 

2007-2013 refer only to the 11 Lisbon-relevant expenditure categories under the two Priority Themes. 
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Moreover, further efforts are required with ensuring complementarity between 
different instruments for innovation support. Whilst recent research confirms the 
complementarity between Structural Funds support for innovation and other European Union 
support for innovation, i.e. the 7th Research Framework Programme and the 1st Framework 
Programme for Competitiveness and Innovation, there remains room for improving synergies 
between the different instruments. The current organisation of support for innovation can lead 
to a duplication of efforts under parallel initiatives, and benefiting from synergies depends to 
some extent on the beneficiaries’ detailed knowledge of how the different instruments work. 
 
 
The effectiveness of Structural Funds support for innovation in 2000-2006 has been 
limited by regulatory obstacles, design deficiencies and capacity constraints. The steep 
increase in innovation allocations for the 2007-2013 programming period points to the 
urgency of addressing these problems.  
 
With regard to the regulatory framework for 2000-2006, the main limitations are related to 
the general complexity of procedures, the short duration of implementation and the N+2 
requirement, regulatory gaps in specific innovation areas and the demanding co-financing 
requirements. In this context it should be noted that it is often the national transposition of the 
Structural Funds regulation which has caused difficulties. The main approach to address these 
limitations has been to simplify procedures and prepare projects well in advance in order to 
avoid subsequent delays during implementation. Whilst the regulatory framework for 2007-
2013 has not established a generalised ‘preferential treatment’ for innovation, several 
mechanisms have been introduced to facilitate implementation. For example, Member States 
have the freedom to introduce preferential co-financing rates for innovation measures, and the 
new regulation establishes 'proportional control arrangements', relaxing the requirements for 
smaller operational programmes. However, one of the most important limitation, i.e. the 
automatic decommitment rule (N+2 / N+3) remains in place. 
 
 
Design deficiencies have also constrained the implementation of innovation measures. The 
Structural Funds programmes' support for innovation is considered to have been designed in a 
way that emphasises supply over demand, with insufficient consideration of the final 
beneficiaries’ innovation needs. Effective Structural Funds support was also limited by poor 
coordination between the institutions involved in delivering support, and between different 
instruments for supporting innovation. Shortcomings have been addressed by designing more 
demand-driven innovation measures, streamlining instruments for innovation support (e.g. 
reducing the number of support instruments), and by establishing coordination mechanisms to 
ensure more efficient cooperation between involved institutions. 
 
 
Finally, effective Structural Funds support for innovation has been constrained by weak 
capacities, both within the bodies responsible for managing support, and among the 
innovation measures’ final beneficiaries. Whilst there is evidence that staff numbers were 
increased for 2007-2013, capacity constraints remain an important challenge, and this is 
particularly valid for the new Member States. 
 
 



 
A set of recommendations intends to make a contribution to improving the effectiveness of 
Structural Funds support for innovation: 
 

 In view of the importance of innovation in the framework of the Lisbon agenda, the 
preparations for the programming period starting in 2014, should consider tightening the 
earmarking mechanism with minimum tresholds for innovation allocations.  
 

 In order to maximise the impact of these allocations, programming should also consider to 
introduce a stronger geographic and thematic focus (allocations limited to a small 
number of innovation expenditure categories and targeting specific regions). Moreover 
impact is likely to benefit from a more streamlined organisation of innovation support 
instruments, and existing instruments should therefore be reviewed in order to improve 
complementarity.  

 
 Preparations for beyond 2014 should also consider the introduction of regulatory 

incentives for implementing innovation measures. The future regulatory framework 
could, for example, except innovation measures from automatic decommitment. 
Moreover, the Member States should consider making the national Structural Funds 
regulatory framework subject to regulatory impact assessment at the end of 2008 in 
order to ensure that national transposition  does not add to complexity. 

 
 Design deficiencies can be addressed by ensuring more rigorous beneficiary needs 

assessment at programming stage and by intensifying the transfer of best practice, 
e.g. the new Member States’ Managing Authorities and Intermediate Bodies could benefit 
from twinning partnerships with their more experienced counterparts in some of the old 
Member States. 

 
 Finally, capacity constraints can be addressed by introducing capacity building 

strategies with a specific focus on implementing innovation measures within the 
concerned Managing Authorities and Intermediate Bodies, and by delivering systematic 
training, both for the managers and final beneficiaries of innovation measures. 
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Résumé 
 
La présente étude “Amélioration de l'impact des Fonds structurels (FS) sur l'innovation – 
défis relatifs à la mise en œuvre des FS pour les périodes 2007-2013 et suivantes” a  été 
élaborée à la demande de la Commission des budgets du Parlement européen (juillet-
novembre 2007). L'étude analyse trois aspects: la mesure dans laquelle les Fonds structurels 
soutiennent l'innovation; les principaux obstacles à une mise en œuvre effective du soutien 
des Fonds structurels à l'innovation, et les orientations à suivre pour surmonter ces obstacles.  
 
 
La période de programmation des Fonds structurels 2007-2013 verra une augmentation 
notable du soutien à l'innovation par le Fonds européen de développement régional 
(FEDER): il atteindra €52.7 milliards (27.2% des ressources du FEDER). 20.2% (€39.3 
milliards) et 6.9% (€13.4 milliards) des ressources du FEDER seront respectivement alloués 
aux Priorités thématiques Recherche et développement technologique, innovation et esprit 
d'entreprise et Société de l'information. 
 
 
Cependant, il y a des différences considérables parmi les Etats Membres. Le pourcentage 
moyen des allocations du FEDER pour les dépenses relatives à l'innovation est de 25% dans 
les nouveaux Etats Membres et de 29% dans les anciens Etats Membres. 20 Etat Membres se 
situent au-dessus de la moyenne et 7 en-dessous en termes d'allocations à l'innovation. Les 
Etats Membres allouant la plus grande proportion des fonds FEDER à l'innovation sont le 
Luxembourg, le Danemark et la Finlande, tandis que ceux avec les allocations les moins 
élevées (%) sont la Bulgarie, la Roumanie et la Grèce. Peu de Programmes opérationnels 
concentrent les ressources sur un nombre restreint de catégories spécifiques de dépenses.  
 
 
L'impact constaté des Fonds structurels lors de la période 2000-2006 indique que 
l'augmentation du financement pour la période 2007-2013 aura un effet significatif sur 
l'innovation. Certaines études récentes relatives à l'impact des Fonds structurels sur 
l'innovation confirment la contribution significative des Fonds structurels au développement 
de l'innovation. L'impact est particulièrement remarquable dans les régions Objectif 1 et dans 
les nouveaux Etats Membres, où les Fonds structurels représentent souvent le seul instrument 
de soutien à l'innovation. Cependant, cet impact pourrait être limité par une dispersion 
excessive des fonds (ressources limitées allouées à trop d'objectifs). Par ailleurs, la 
communication relative à l'impact des Fonds structurels sur l'innovation reste un défi 
important. 
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De plus, des efforts sont encore nécessaires pour assurer la complémentarité des 
différents instruments de soutien à l'innovation. Tandis qu'une recherche récente confirme 
la complémentarité de l'appui des Fonds structurels à l'innovation avec d'autres instruments 
communautaires de soutien de l'innovation (c'est-à-dire, le 7ème Programme-Cadre de 
recherche et de développement technologique et le 1er Programme-Cadre pour la 
compétitivité et l'innovation), des améliorations peuvent être apportées pour accroître les 
synergies entre les différents instruments. L'organisation actuelle d'appui à l'innovation 
pourrait mener à une duplication des efforts au sein d'initiatives parallèles. La possibilité de 
tirer profit des synergies dépend dans une certaine mesure du degré de connaissance par les 
bénéficiaires du fonctionnement des différents instruments. 
 
 
L'efficacité du soutien des Fonds structurels à l'innovation pendant la période 2000-
2006 a été limitée par des obstacles réglementaires, des insuffisances de conception et 
des capacités de gestion insuffisantes. La forte augmentation des allocations à 
l'innovation pour la période de programmation 2007-2013 témoigne de l'urgence à 
surmonter ces difficultés.  
 
En ce qui concerne le cadre réglementaire pour la période 2000-2006, les principales 
contraintes sont liées à la complexité générale des procédures, à la courte durée de l'exécution 
et à la règle N+2, aux lacunes de la réglementation dans certains domaines spécifiques liés à 
l'innovation et aux exigences relatives au cofinancement. Dans ce contexte, il faut noter que 
c'est souvent la transposition nationale du règlement des Fonds structurels qui a été la source 
des difficultés. L'approche principale suivie pour surmonter ces limites a été la simplification 
des procédures et la préparation en amont des projets afin d'éviter des retards lors de la mise 
en œuvre. Tandis que le cadre réglementaire pour la période 2007-2013 n'a pas établi de 
"traitement préférentiel" généralisé pour l'innovation, plusieurs mécanismes ont été introduits 
afin de faciliter la mise en œuvre. Par exemple, les Etats Membres ont la liberté d'introduire 
des taux préférentiels de cofinancement pour les mesures liées à l'innovation, et le nouveau 
règlement établit des “mécanismes de control proportionnels” assouplissant les exigences 
pour les programmes opérationnels les plus petits. Cependant, la règle des dégagements 
d'office (N+2 / N+3), une des contraintes les plus importantes, reste en vigueur. 
 
 
Des insuffisances de conception ont également limité l'exécution des mesures liées à 
l'innovation. On considère que le soutien des programmes FEDER à l'innovation a été conçu 
d'une manière privilégiant l'offre à la demande, sans tenir suffisament compte des besoins des 
bénéficiaires finals en termes d'innovation. Le soutien effectif des Fonds structurels a 
également été limité par une faible coordination des différentes institutions responsables du 
soutien, ainsi que des différents instruments d'appui à l'innovation. Ces faiblesses ont été 
prises en compte par la conception de mesures pour l'innovation plus orientée vers la 
demande, la rationalisation des instruments de soutien à l'innovation (notamment la réduction 
de leur nombre) et la mise en place de mécanismes de coordination pour assurer une 
coopération plus efficace entre les institutions impliquées.    
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Finalement, le soutien efficace de Fonds structurels à l'innovation a été également limité par 
de faibles capacités de gestion, aussi bien au sein des organismes responsables de la gestion 
des aides que chez les bénéficiaires finals des mesures pour l'innovation. Même s'il y a eu une 
augmentation du personnel pour la période 2007-2013, les contraintes de capacité de gestion 
demeurent un défi important, particulièrement pour les nouveaux Etats Membres. 
 
 
Les recommandations suivantes visent à contribuer à l'amélioration de l'efficacité du soutien 
des Fonds structurels à l'innovation:  

 
 Etant donné l'importance de l'innovation dans le cadre de la stratégie de Lisbonne, les 

orientations pour la période de programmation commençant en 2014 devraient 
considérer l'introduction d'un mécanisme d'earmarking plus strict, avec des seuils 
minimaux pour les allocations à l'innovation.  

 
 Afin de maximiser l'impact de ces allocations, la programmation devrait également 

être plus concentrée, à la fois géographiquement et thématiquement (fonds 
alloués à un petit nombre de catégories de dépense pour l'innovation et à des régions 
spécifiques). De plus, l'impact de ces mesures pourrait bénéficier d'une 
rationalisation accrue de l'organisation des instruments de soutien à l'innovation. 
Les instruments actuels devraient donc être révisés afin d'améliorer leur 
complémentarité.  
 

 En vue de la période de programmation commençant en 2014, des mécanismes 
réglementaires incitatifs devraient également être introduits pour favoriser la mise 
en œuvre des mesures d'innovation. Le futur cadre réglementaire pourrait, par 
exemple, exclure les mesures d'innovation du champ d'application des dégagements 
d'office. De plus, les Etats Membres devraient considérer la possibilité de soumettre le 
cadre réglémentaire des Fonds structurels à une analyse d'impact à la fin de 2008, en 
vue de garantir que la transposition nationale ne rende pas le système encore plus 
complexe. 
 

 Les problèmes de conception pourraient être surmontés par une évaluation plus 
rigoureuse des besoins des bénéficiaires en amont de la période de 
programmation ainsi que par l'intensification de l'échange de bonnes pratiques. 
Par exemple, les Autorités de Gestion et les Organismes Intermédiaires des nouveaux 
Etats Membres pourraient bénéficier d'accords d'association avec des partenaires plus 
expérimentés des anciens Etats Membres. 
 

 Finalement, les contraintes de capacité de gestion pourraient être résolues par 
l'introduction, au sein des Autorités de Gestion et Organismes Intermédiaires, de 
stratégies de renforcement des capacités de gestion, en particulier pour les 
mesures d'innovation.  Il serait également souhaitable de garantir une formation 
systématique, destinée à la fois aux responsables de la gestion des fonds et aux 
bénéficiaires finals des mesures pour l'innovation. 
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1 Introduction  
 
 
 
The present assessment has been prepared by Roland Blomeyer S.L. in the framework of 
Specific Contract No IP/D/BUDG/CONT/FWC/2006-072/lot2/C1/SC2 implementing 
Framework Service Contract IP/D/BUDG/CONT/FWC/2006-072/lot2/C1 for external 
expertise in the area of Cohesion Policy for the European Parliament's Committee on 
Budgets. 
 
The introduction presents the assessment's objectives (1.1), the methodology (1.2) as well as 
the present report’s structure (1.3). 
 
 
 

1.1 Objectives 
 
 
The assessment is set in the framework of the Committee on Budgets' contribution to the 
development of the European Union's policy for furthering economic and social cohesion, 
commonly known as Cohesion policy.2 More specifically, the assessment aims to understand 
the performance of the main instrument supporting Cohesion policy, i.e. the Structural Funds, 
with a particular focus on the European Regional Development Fund's support for innovation. 
 
Within a wider context of the Cohesion policy’s closer integration with the Lisbon agenda, 
the Structural Funds' support for innovation is set to increase significantly.3 Danuta Hübner, 
European Union Commissioner for Regional Policy noted back in 2005: 'I would like to see 
all Member States and regions dedicating a substantial share of their Structural Fund, 
particularly their European Regional Development Fund, resources to research and 
innovation'.4 Reflecting the intention to strengthen Cohesion policy support for the Lisbon 
agenda, the Community Strategic Guidelines on Cohesion, note 'encouraging innovation, 
entrepreneurship and the growth of the knowledge economy by research and innovation 
capacities, including new information and communication technologies' as one of the three 
priorities for Cohesion policy in the 2007 – 2013 programming period.5  
 
During the programming period 2000-2006, approximately €17.6 billion were allocated to 
measures related to innovation, or 7.8% of total Structural Funds, and by the end of 2006, 
                                                 
2 European Union cohesion policy is anchored in Treaty articles 158 and 159. 
3 The Lisbon Agenda stands for the European Union's strategy for strengthening employment, economic 

reform and social cohesion as part of a knowledge-based economy. Innovation can be considered as one of 
the strategy's main themes. The strategy was launched at the Lisbon European Council meeting in March 
2000. 

4 Energising Europe’s Knowledge Triangle of Research, Education and Innovation through the Structural 
Funds, European Research Advisory Board, 2007 

5 Council Decision of 6 October 2006 on Community strategic guidelines on cohesion (2006/702/EC), 
European Council, 2006 
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61.2% of this allocation had actually been spent.6 The European Commission estimates that 
in the 2007-2013 programming period, Structural Funds support for innovation will increase 
to over €85 billion, or some 25% of total Structural Funds resources 7.  

                                                

 
However, in the 2000–2006 programming period, several limitations to the effective 
implementation of Structural Funds support for innovation have been identified. The 
European Commission Directorate General Regional Policy notes e.g. that '...financial 
allocations to innovation planned in 2000 were in the case of several Member States reduced 
at mid-term due to implementation difficulties arising from the design of new measures and 
weak demand from enterprises.'8 
 
With regard to the 2007-2013 programming period, the Organisation for Economic 
Cooperation and Development's recent survey of the European Union notes: 'In principle, 
national strategic plans should allocate most money to the Lisbon goals but in practice the 
list of eligible activities is long and provides little focus.'9 
 
 
The present study therefore aims to address three questions:  
 

 What is the extent of Structural Funds support for innovation (financial resources 
allocated)? 

 What are the main reasons limiting an effective implementation of Structural Funds 
support for innovation in the 2000-2006 programming period? 

 and, what can be done to overcome these implementation difficulties in order to 
ensure a successful 2007-2013 programming period? 

 
The study adopts a pragmatic outlook: Considering the 2007-2013 programming period's 
advanced stage of preparation, the study can not influence the nearly completed programming 
of support for innovation.10 Rather, the study aims to support the implementation of the 2007-
2013 programmes by identifying limitations to the effective implementation of Structural 
Funds support for innovation, drawing mainly on the implementation experience of the 2000-
2006 programming period, and by presenting practical recommendations to address identified 
deficiencies.  
 
 

 
6 Figures from 16th Annual Report on Structural Funds Implementation (2004), European Commission, 2005, 

17th  Annual Report on Structural Funds Implementation (2005), European Commission, 2006,  18th Annual 
Report on Structural Funds Implementation (2006), European Commission, 2007 

7 Communication from the Commission 'Member States and Regions delivering the Lisbon strategy for growth 
and jobs through EU cohesion policy, 2007-2013', European Commission, 2007 

8 Innovation in the National Strategic Reference Frameworks, Working document of the Directorate General 
for Regional Policy, European Commission, 2006 

9 Economic survey of the European Union 2007: Making the most of regional cohesion policy, OECD, 2007 
10 By the end of December 2007, the European Commission had approved the National Strategic Reference 

Frameworks for all Member States and is in the process of finalising the approval of the Operational 
Programmes. 
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The focus on implementation aspects allows the study to complement existing European 
Commission work on the Structural Funds's support for innovation, looking at the 
measurement of actual impact or analysing innovation governance.11 Indeed, considering the 
study's limited scope and resources (48 expert days over July-November 2007), and the 
European Commission's 'parallel' research efforts, the study does not aim to provide an 
exhaustive overview of all aspects of Structural Funds support for innovation. The focus is 
rather on discussing, in a consise way, the main limitations to an effective implementation of 
Structural Funds support to innovation. 
 
Moreover, the focus is specifically on the European Regional Development Fund, as this is 
the most important of the different Cohesion policy instruments supporting innovation.12 
 
Finally, for the purposes of the present study, the concept of innovation follows the European 
Commission's Integrated Guidelines for Growth and Jobs, i.e. comprising the following 
elements: 'Increase and improve investment in R&D, in particular in private business'; 
'Facilitate all forms of innovation'; and 'Facilitate the spread and effective use of ICT and 
build a fully inclusive information society'.13  

 
The related expenditure categories are presented in the new Structural Funds regulation under 
the headings ('Priority themes'): ‘Research and technological development, innovation and 
entrepreneurship’ as well as ‘Information society’.14  
 
For the purposes of the present study, the information society expenditure categories are 
included under innovation as they make an important contribution to innovation in SMEs 
(note that the Community Strategic Guidelines on Cohesion also cover these two areas under 
a single guideline, i.e. 'Improving knowledge and innovation for growth').15 
 
Note that the recent European Commission Communication 'Member States and Regions 
delivering the Lisbon strategy for growth and jobs through EU cohesion policy, 2007-2013' 
has adopted a wider definition for innovation, as it also includes the entrepreneurship and 
human resources expenditure categories (e.g. support for self-employment, business start-ups, 
advanced support services for firms and groups of firms, training and services for employees 
to step up their adaptability to change etc.). This can be explained by the Communication's 
wider focus, i.e. the Communication is not limited to Cohesion policy support for innovation 

                                                 
11 In August 2007, the European Commission Directorate General Regional Policy has launched two major 

studies: a study on governance methods for regional innovation strategies, and an ex-post evaluation of 
Structural Funds innovation support for enterprises (first results are expected for the end of 2008). This 
follows up on earlier evaluation work on Structural Funds support for innovation, in preparation for the 
2007-2013 programming period (Strategic evaluation on innovation and the knowledge based economy in 
relation to the Structural and Cohesion Funds, for the programming period 2007-2013, European 
Commission, 2006). 

12 Structural Funds support for innovation is also delivered with the support of the European Social Fund. 
13 Communication to the Spring European Council, Working together for growth and jobs, Integrated 

Guidelines for Growth and Jobs (2005-2008), European Commission, 2005 
14 Annex IV, Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the 

European Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing 
Regulation (EC) No 1260/1999 

15 Council Decision of 6 October 2006 on Community strategic guidelines on cohesion (2006/702/EC), 
European Council, 2006 
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in the narrow sense, but covers support for all aspects of the Lisbon strategy.16

                                                 
16 Communication from the Commission 'Member States and Regions delivering the Lisbon strategy for growth 

and jobs through EU cohesion policy, 2007-2013', European Commission, 2007 
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Table 1 - The innovation expenditure categories in the 'narrow sense' 
 
Priority theme Priority 

Research and 
technological 
development 
(R&TD), innovation 
and entrepreneurship 

 R&TD activities in research centres  
 R&TD infrastructure (including physical plant, instrumentation and high-

speed computer networks linking research centres) and centres of 
competence in a specific technology 

 Technology transfer and improvement of cooperation networks between 
small and medium-sized businesses (SMEs), between these and other 
businesses and universities, post-secondary education establishments of all 
kinds, regional authorities, research centres and scientific and technological 
poles (scientific and technological parks, technopoles, etc.)  

 Assistance to R&TD, particularly in SMEs (including access to R&TD 
services in research centres) 

 Investment in firms directly linked to research and innovation (innovative 
technologies, establishment of new firms by universities, existing R&TD 
centres and firms, etc.)  

 Other measures to stimulate research and innovation and entrepreneurship in 
SMEs  

Information society  Information and communication technologies (access, security, 
interoperability, risk-prevention, research, innovation, e-content, etc.) 

 Information and communication technologies (TEN-ICT)  
 Services and applications for the citizen (e-health, e-government, e-learning, 

e-inclusion, etc.)  
 Services and applications for SMEs (e-commerce, education and training, 

networking, etc.)  
 Other measures for improving access to and efficient use of ICT by SMEs 

 
 
 
Note in this context that the Structural Funds expenditure categories have been re-designed 
for the 2007-2013 programming period (as compared to 2000-2006). Whilst the new 
categories largely coincide with the innovation categories supported under the 2000-2006 
Structural Funds, there is no full correlation, and comparisons between the allocations in the 
two programming periods can therefore only be 'approximative'.17  
 

                                                 
17 The relation between the 2000-2006 and the 2007-2013 categories is explained in the European 

Commission's Information Paper Nr. 1 Earmarking, European Commission, 2007 

 5



 
 
Explanatory note – the Structural Funds18  
 
When referring, in general terms, to 'the Structural Funds', and unless otherwise 
noted, this includes a series of specific instruments which the European Union has 
established to realise its Cohesion policy objectives of strengthening economic and 
social cohesion.  
 
Article 158 of the Treaty sets out the overall long-term objective of European 
Cohesion policy: 'In order to promote its overall harmonious development, the 
Community shall develop and pursue its actions leading to the strengthening of its 
economic and social cohesion. In particular, the Community shall aim at reducing 
disparities between the levels of development of the various regions and the 
backwardness of the least favoured regions or islands, including rural areas.'. 
 
For the 2000-2006 programming period, the Structural Funds include the European 
Regional Development Fund, the European Social Fund, the European Agricultural 
Guidance and Guarantee Fund, and the Financial Instrument for Fisheries Guidance. 
For the 2007-2013 programming period, the Structural Funds are reduced to the 
European Regional Development Fund and the European Social Fund.  
 
The study focuses specifically on the European Regional Development Fund, being 
the most important instrument in terms of total funding for innovation. The 
European Regional Development Fund was established in 1975, and intends to 
reduce imbalances between the European Union’s regions. 
 
Structural Funds support is organised in multiannual programmes. The two 
programming periods of interest for the present study include the programming 
period 2000-2006 (2004-2006 for the new Member States excluding Bulgaria and 
Romania) and 2007-2013 (all Member States). 
 
Programmes are generally organised at national (covering the entire Member State), 
sectoral (addressing specific sectoral needs) or regional level (covering a specific 
region).  
 
Programmes are structured in priorities and measures. Priorities are wider strategic 
objectives which a programme aims to achieve. Programmes usually include a 
limited number of priorities. Each priority is implemented via a series of measures.  
A measure is an instrument which contributes to achieving a priority and which 
permits the financing of specific operations. 
 
 

                                                 
18 For detailed information on the European Union's regional policy, please see the European Commission 

Directorate General Regional Policy website: http://ec.europa.eu/regional_policy/index_en.htm 
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1.2 Methodology 
 
 
The methodology adopted for delivering the present assessment combines desk research 
(1.2.1) with stakeholder consultations (1.2.2), in a two-stage approach. First, desk research 
helped to identify the main limitations to effective Structural Funds support for innovation. 
The limitations and measures to overcome them were then discussed with relevant 
stakeholders, and feedback from stakeholder consultations is included in the study for 
illustration purposes. Stakeholder consultations were mainly centred around the 
implementation experiences of a small sample of Structural Funds programmes. The 
methodology for selecting the sample is presented below.  
 
The methodology and study objectives have been discussed at meetings with the European 
Parliament on 27 June 2007 and on 10 October 2007.  
 
Moreover, the final report was submitted on 30 November 2007 for review by the European 
Parliament and other stakeholders, and the present version incorporates the feedback 
received. 
 
 
 

1.2.1 Desk research 
 
 
Desk research aimed to identify the main limitations to the effective implementation of 
Structural Funds support for innovation, looking at the ongoing programming period 2000-
2006, as well as at the next programming period 2007-2013. 
 
Desk research included a review of existing studies on the Structural Funds’ support for 
innovation in the programming period 2000-2006, documents for a sample of Structural 
Funds programmes (e.g. mid-term evaluations or annual implementation reports) as well as 
the recent National Strategic Reference Frameworks and European Regional Development 
Fund Operational Programmes for 2007-2013 (and related ex-ante evaluations). 
Documentation has been facilitated by the European Commission's Directorate General 
Regional Policy.19 A bibliography is presented in Annex 1. 
 
 

                                                 
19 Directorate C - Développement thématique, évaluation, additionnalité et actions innovatrices, Unit 

Evaluation and Additionality 
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As noted in the introduction, the intended concise discussion of the main limitations to the 
effective implementation of Structural Funds support for innovation was facilitated by 
looking at the experiences of a small sample of Structural Funds programmes. For the sample, 
it was decided to select four programmes from four different Member States which have 
allocated significant resources to innovation (funding for innovation-related programmes, 
priorities or measures). Moreover, the selection aimed to ensure a balanced spread of national, 
regional, Objective 1 and Objective 2 programmes.20 
 
Limiting the sample to the programmes with large allocations for innovation intended to 
allow the assessment of a wide variety of positive and negative implementation experiences. 
Moreover, considering that the 2007-2013 Structural Funds are designed to support an 
increased number of large innovation programmes, the selection of a sample of programmes 
with important innovation-related priorities or measures (mainly located in Objective 1 areas) 
helped to reflect on possible implementation difficulties which future programmes might 
experience (mainly Convergence programmes).21 
 
As the largest 'innovation programmes' are all located in the old Member States, the 
contractor proposed to add a fifth programme to the sample by including a programme from 
the new Member States, following similar selection criteria (significant financial allocation 
for innovation-related programmes, priorities or measures). 
  
 
 
The following table presents the five programmes selected for the present study, as well as the 
specific priority related to innovation: 
 
 
Table 2 – The sample programmes 
 
Programme (Structual Funds support in € 
million) Priority (Structual Funds support in € million) 

Catalonia Objective 2 (1289)22
 

The knowledge-based society (innovation, R+D, 
information society) (415) 

Greece Information Society Objective 1 
(1793)23

 

Employment and the digital economy (411) 

Latvia Objective 1 (625)24
 

Promotion of Enterprise and Innovation (156) 

North East of England Objective 2 (747)25 SME Growth and Competitiveness (379) 

                                                 
20 The 2000-2006 Structural Funds programmes provided support under three different 'Objectives'. Objective 1 

relates to regions lagging behind in development terms; Objective 2 relates to economic and social 
conversion zones; and Objective 3 relates to support for training systems and employment policies. 

21 Convergence is the new name for the former Objective 1. The rationale of the Convergence objective is to 
promote growth-enhancing conditions and factors leading to real convergence for the least-developed 
Member States and regions. 

22 Figures from the Programme Complement, dated January 2006 
23 Figures from DG Regio website http://ec.europa.eu/regional_policy/country/prordn/index_en.cfm 
24 Figures from the Programme Complement, dated 19 April 2007 
25 Figures from the Programme Complement, dated March 2005 
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Promotion of business competitiveness, especially for 
SMEs (1210) Saxony Objective 1 (5030)26

                                                 
26 Figures from the Operational Programme, dated 9 May 2006 
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1.2.2 Stakeholder consultations 
 
 
Stakeholder consultations aimed to discuss limitations to the effective implementation of 
Structural Funds support for innovation with relevant stakeholders, with a view to identifying 
ways to overcome these limitations. Feedback from stakeholder consultations is presented 
throughout the report in order to illustrate desk research findings, and support the report's 
conclusions and recommendations. 
 
Stakeholder consultations were carried out with the administrators responsible for the 
implementation of the selected sample of Structural Funds programmes (or the relevant 
measures), and beneficiaries of Structural Funds support. The European Commission's 
Directorate General Regional Policy was also asked to provide feedback on the report. In 
total, over 30 stakeholders have been consulted. The list of consulted stakeholders is included 
in Annex 2. 
 
Stakeholder consultations were supported by consultation guidelines, aiming to stimulate 
discussions on key issues for the effective support of the Structural Funds for innovation. 
Note in this context that the consultation guidelines were not intended to present a simple set 
of ‘yes’ / ‘no’ questions, but rather to provide an overall framework for structuring the 
consultations and guiding the interviewer. The consultation guidelines were prepared on the 
basis of the first outcomes of desk research, and are included in Annex 3. 
 
 
 

1.3 Report structure 
 
 
The present report includes three sections. 
 
The present first section includes the introduction, the presentation of the methodology and 
the report structure. 
 
Section 2 presents the study findings. This includes a section presenting the background of 
Structural Funds support for innovation, including information on the financial framework, 
impact, and synergies (2.1) as well as a section on the main limitations to effective Structural 
Funds support for innovation and approaches to overcome these limitations (2.2). Section 2 
ends with a set of overall conclusions (2.3). 
 
Finally, the third section presents recommendations as to how limitations to effective 
Structural Funds support for innovation can be addressed. 
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2 Findings 
 
 
The second section presents findings related to Structural Funds support for innovation. This 
includes a section presenting the background of Structural Funds support for innovation, 
including information on the financial framework, impact, and synergies (2.1) as well as a 
section on the main limitations to effective Structural Funds support for innovation and 
approaches to overcome these limitations (2.2). Section 2 ends with a set of overall 
conclusions (2.3). 
 
 
 

2.1 Structural Funds and innovation – the background 
 
 
This section looks at the Structural Funds financial framework in relation to innovation 
(2.1.1), overall Structural Funds impact on innovation (2.1.2), and synergies between 
different Community  and national instruments for the support of innovation. (2.1.3).  
 
 
 

2.1.1 The financial framework  
 
 
This section presents the financial framework for Structural Funds support for innovation, 
covering both the 2000-2006 and 2007-2013 programming periods. 
 
 
 
Programming period 2000-2006 
 
During the programming period 2000-2006, approximately €17.6 billion were allocated to 
measures related to innovation, or 7.8% of total Structural Funds.27  
 
The two figures on the following page present data from the European Commission 
Directorate General Regional Policy annual reports on the implementation of the Structural 
Funds (allocations to the innovation intervention categories, i.e. category 18 'Research, 
technological development and innovation' and category 32 'Telecommunications 
infrastructure and information society').28 

                                                 
27 18th Annual Report on Structural Funds Implementation (2006), European Commission, 2007 
28 Note that the detailed breakdown by intervention category is only available since 2004. Figures include all 

Structural Funds including the Community Initiatives as there is no breakdown by Fund (i.e. no specific 
presentation of ERDF figures). 16th Annual Report on Structural Funds Implementation (2004), European 
Commission, 2005, 17h Annual Report on Structural Funds Implementation (2005), European Commission, 
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The figures for 2006 show that the absorption rate (i.e. the percentage of certified expenditure 
out of total resources allocated) for the category 'Research, technological development and 
innovation' is slightly higher (64.1%) than the average Structural Funds absorption rate 63.8, 
whilst the absorprion rate for the category 'Telecommunications infrastructure and 
information society' (56.9) is significantly lower than the average rate. 
 
 
Table 3 - Structural Funds allocations for innovation 2000-200629  
 

 

Total 
resources 

in € 
million 

Certified 
expenditure 
in € million 

Total 
resources 

in € 
million 

Certified 
expenditure 
in € million

Absorption 
rate in % 

Total 
resources 

in € 
million 

Certified 
expenditure 
in € million 

Absorption 
rate in % 

Absorption 
rate in % 

 2004 2005 2006 

Total Structural 
Funds 215231 88665 41.2 224896 109663 48.8 225094 143647 63.8 

Research, 
technological 
development 
and innovation 

10202 4209 41.3 10512 5226 49.7 10558 6766 64.1 

Tele-
communications 
infrastructure 
and information 
society 

6926 1987 28.7 7042 2581 36.6 7072 4024 56.9 

Total 
innovation 17128 6196 36.2 17554 7807 44.5 17630 10790 61.2 

 
 
Figure 1 – Absorption rates 
 

                                                                                                                                                        
2006, 18th Annual Report on Structural Funds Implementation (2006), European Commission, 2007 

29 18th Annual Report on Structural Funds Implementation (2006), European Commission, 2007 
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Programming period 2007-2013 
 
This section deals with the European Regional Development Fund resources available for 
innovation in 2007-2013. 
 
In a speech at the recent 4th Cohesion Forum European Commissioner for Regional Policy, 
Commissioner Hübner noted: 'Compared to the period 2000-2006, the financial resources 
dedicated to R&D and innovation have more than doubled under the Convergence objective 
and they have been multiplied by five under the Regional Competitiveness and Employment 
objective.'  
 
Indeed, allocations for innovation amount to over €85 billion according to first European 
Commission estimates for the 2007–2013 programming period, representing some 25% of 
total Structural Funds resources.30 In comparison with the 2000-2006 programming period 
the overall allocations for innovation have thus increased significantly.  

                                                

 
In order to place these figures in a wider context, it is worthwhile noting a set of recent 
European Commission figures on allocations for other Cohesion policy priorities: The 
analysis of the 27 National Strategic Reference Frameworks shows the following allocations: 
€51 billion for environmental protection and risk prevention; €76 billion for transport; and 
€3.6 billion for strengthening institutional capacity of public administration.31 
 
For the purposes of the present study, a detailed assessment of the 2007-2013 financial 
resources allocated to innovation has been carried out. The assessment is based on an analysis 
of financial information in the National Strategic Reference Frameworks and European 

 
30 European Commission Staff Working Document: Regions delivering innovation through Cohesion policy, 

dated 14 November 2007. 
31 Cohesion policy: Positive assessment of National Strategic Reference Frameworks for 2007-2013, 

MEMO/07/419, European Commission, 2007 
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Regional Development Fund Operational Programmes (by 17 December 2007, the cut-off 
date for the collection of financial data for this report, all National Strategic Reference 
Frameworks and 215 out of 246 European Regional Development Fund / Cohesion Fund 
Operational Programmes have been approved).32 
 
The National Strategic Reference Frameworks provide a first indication on support for 
innovation, as the new Structural Funds regulation requires the presentation of 'earmarked 
expenditure': Indeed, the new Structural Funds regulation foresees that 60% of expenditure 
for the Convergence objective (i.e. some €185 billion) and 75% of expenditure for the 
Regional competitiveness and employment objective (i.e. some €37 billion) should be 
earmarked for a specific set of eight categories ('Priority Themes') including innovation.33 
The requirement is voluntary for the Member States which joined the European Union on or 
after 1 May 2004.  
 
According to European Commission estimates, the 2007-2013 programmes have  achieved 
the two targets as the new programmes have earmarked 65% of expenditure for the 
Convergence objective, and 82% for the Regional competitiveness and empliyment 
objective.34 The following table presents an overview of the percentages of earmarked 
expenditure by Member State. 
 
 
Table 4 - Earmarked expenditure by Member State 
 
Member State Lisbon earmarking35  

Target of 60% for Convergence (C) and 75% for Competitiveness 
and Employment (C&E) 

Austria 60 (C), 78 (C&E) 

Belgium 77 (C), 84.7 (C&E) 

Bulgaria 60% (C) 

Cyprus 59% (C&E) 

Czech Republic Whilst the NSRF does not set any targets, a general intention to reach 
the regulatory targets is noted. 

Denmark 87% (C&E) 

Estonia 47% (C) 

Finland 96% (C&E) 

France 60% (C), 75% (C&E) 

Germany 71% (C), 81% (C&E) 

                                                 
32 Scoreboard information dated 17 December 2007, European Commission Directorate General Regional 

Policy, http://ec.europa.eu/regional_policy/index_en.htm  (figures do not include the different types of 
territorial cooperation programmes). 

33 Art. 9.3, Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the 
European Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing 
Regulation (EC) No 1260/1999 

34 Communication from the Commission 'Member States and Regions delivering the Lisbon strategy for growth 
and jobs through EU cohesion policy, 2007-2013', European Commission, 2007 

35 Lisbon earmarking figures as presented in the National Strategic Reference Frameworks 
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Greece 62% (C), 67% (C&E) 

Hungary Whilst the NSRF does not set any targets, a general intention to reach 
60% is noted. 

Ireland 83% (C&E) 

Italy 68% (C), 80% (C&E) 

Latvia 61% (C) 

Lithuania 55% (C) 

Luxembourg 81% for ERDF, 100% for ESF 

Malta 43% (C) 

Netherlands 80% (C&E) 

Poland 62% (C) 

Portugal No specific targets set, however, general targets to be respected (60% 
(C), 75 (C&E)) 

Romania 56% (C) 

Slovakia 59% (C) 86% (C&E) 

Slovenia 97% (C) 

Spain 68% (C), 74% (phasing out), 67% (phasing in), 85% (C&E)  

Sweden 75% (C&E) 

UK No specific targets set, however, general targets to be respected (60% 
(C), 75 (C&E)) 

 
The eight 'earmarking' categories include the following:  
 

 Research and technological development, innovation and entrepreneurship; 
 Information society;  
 Transport;  
 Energy;  
 Environmental protection and risk prevention;  
 Increasing the adaptability of workers and firms, enterprises and entrepreneurs;  
 Improving access to employment and sustainability;  
 Improving the social inclusion of less-favoured persons;  
 Improving human capital.  

 
 
The two innovation categories (Research and technological development, innovation and 
entrepreneurship; Information society) include 11 expenditure categories, directly linked to 
innovation (see the table under 1.1). 
 
Note in this context that the National Strategic Reference Frameworks set out the overall 
vision for Cohesion policy at Member State level and outline the main areas of intervention, 
however, financial information is not always presented in full detail, e.g. 17 (out of 27) 
National Strategic Reference Frameworks limit the presentation of financial data to an 
overview of allocations by operational programme, fund and year of allocation, however, fail 
to include a detailed presentation of allocations by expenditure category (i.e. the exact 
allocation to innovation can not be calculated). Comprehensive financial information is only 
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to be presented in the European Regional Development Fund Operational Programmes. 
 
It is therefore not possible to present the total (final) figures on European Regional 
Development Fund allocations for innovation for the period 2007-2013 on the basis of the 
existing programming documents (the National Strategic Reference Frameworks do not 
include sufficient detail / not all Operational Programmes are approved by the time of 
reporting).  
 
However, a first approximation of Structural Funds support for innovation can be attempted 
on the basis of indications in the approved National Strategic Reference Frameworks and the 
approved or draft Operational Programmes. For the present study, the financial data was 
assessed for a total of 10 National Strategic Reference Frameworks and 169 Operational 
Programmes (the Operational Programmes are the source of financial data for countries where 
the National Strategic Reference Framework fails to provide detailed financial information), 
covering a percentage of some 92% of total European Regional Development Fund resources 
(not including territorial cooperation funds).  
 
Considering this coverage (92%) it is not expected that the final figures (when all 
programmes are approved) will present significant deviations from the figures presented in 
the present report. 
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Table 5 - Source of financial data 
 
Financial data pesented in the 
National Strategic Reference 
Framework 

Financial data presented in the European Regional 
Development Fund Operational Programmes 
(number of programmes assessed out of total 
programmes per country) 

Cyprus, Estonia, Greece, Lithuania, 
Luxembourg, Malta, Netherlands, 
Poland, Romania, Slovenia 

Austria (9/9), Belgium (2/4), Bulgaria (5/5), Czech Republic 
(13/14), Denmark (1/1), Finland (4/5), France (22/31), 
Germany (16/18), Hungary (12/13), Ireland (2/2), Italy 
(24/28), Latvia (2/2), Portugal (10/10), Slovakia (5/9), Spain 
(20/23), Sweden (7/8), UK (15/16) 

 
 
 
The following pages look closer at earmarked innovation expenditure in the approved 
National Strategic Reference Frameworks and approved or draft Operational Programmes  
(note that figures refer to the European Regional Development Fund allocations for the two 
main objectives of convergence and regional competitiveness and employment, and do not 
include the third objective of territorial cooperation).  
 
 
European Regional Development Fund allocations for innovation are presented by: 
 

 Overall figures 
 European Regional Development Fund allocations for innovation – breakdown by 

Priority Theme  
 European Regional Development Fund allocations for innovation – breakdown by 

innovation expenditure category  
 European Regional Development Fund allocations for innovation – breakdown by 

Member State 
 European Regional Development Fund allocations for innovation – focus on the 

programme level 
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European Regional Development Fund allocations for innovation – overall figures 
 
The 10 National Strategic Reference Frameworks and 169 Operational Programmes assessed 
in the framework of the present study have a total European Regional Development Fund 
budget of €179.5 billion. The percentage of allocations for the 11 innovation expenditure 
categories amounts to 27.2%. 
 
In order to estimate the amount of innovation funding for the European Regional 
Development Fund as a whole (i.e. total innovation allocations including all Operational 
Programmes), we can apply the above percentage to the total European Regional 
Development Fund budget. This results in total allocations of €52.7 billion for the 11 
innovation categories. 
 
 
Figure 2 – Overall figures 

 
 
This figure (€52.7 billion) is coherent with the higher European Commission estimates (over 
€85 billion36), as the European Commission estimates include allocations under the 
entrepreneurship and human resources expenditure categories as well as European Territorial 
Cooperation funds. According to European Commission estimates, the European Social Fund 
will contribute some €6 billion for the expenditure categories 'developing human potential in 
the field of research and innovation' and 'design and dissemination of innovative and more 

                                                 
36 Note that European Commission estimates are based on figures as presented in the adopted / draft programes 

by 26 October 2007. Commission Staff Working Document, Regions delivering innovation through 
Cohesion policy, European Commission, 2007 
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productive ways of organising work'.37 For comparison with the innovation funding under the 
2000-2006 programming period: some €17.6 billion were allocated to measures related to 
innovation, or 7.8% of total Structural Funds. 
 
 
Figure 3 – Innovation allocations by programming period 

 
 
 
 
 
European Regional Development Fund allocations for innovation – breakdown by 
Priority Theme  
 
As we have seen in the introduction to this section, funding for innovation is organised in the 
framework of two Priority Themes: Research and technological development, innovation and 
entrepreneurship (including six Lisbon-relevant European Regional Development Fund 
expenditure categories) and Information society (including five Lisbon-relevant European 
Regional Development Fund expenditure categories). 
 
The 10 National Strategic Reference Frameworks and 169 Operational Programmes assessed 
in the framework of the present study have a total European Regional Development Fund 
budget of €179.5 billion. The percentage of allocations for the Priority Theme Research and 
technological development, innovation and entrepreneurship amounts to 20.2%, and the 
percentage of allocations for the Priority Theme Information society amounts to 6.9%. 
 
In order to estimate the amount of innovation funding for the two Priority Themes as a whole 
(i.e. total innovation allocations including all Operational Programmes), we can apply the 
above percentages to the total European Regional Development Fund budget. This results in 
total allocations of €39.3 billion for the Priority Theme Research and technological 

                                                 
• 37 Commission Staff Working Document, Accompanying document to the Communication from the 

Commission "Competitive European Regions through Research and Innovation" A contribution to more 
growth and more and better jobs, European Commission 2007 
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development, innovation and entrepreneurship and  €13.4 billion for the Priority Theme 
Information society, i.e. three quarters of total innovation funding is allocated to Priority 
Theme Research and technological development, innovation and entrepreneurship. 
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European Regional Development Fund allocations for innovation – breakdown by 
innovation expenditure category  
 
The following figures shows the breakdown of innovation funding by expenditure category 
(i.e. the 11 innovation-relevant expenditure categories under the two Priority Themes of 
Research and technological development, innovation and entrepreneurship and Information 
society). 
 
The figure shows that the highest percentage, i.e. some 16.6% (of total innovation resources), 
is allocated for the expenditure category: 

 R&TD infrastructure (including physical plant, instrumentation and high-speed 
computer networks linking research centres) and centres of competence in a specific 
technology 

 
 
Five expenditure categories fall in the range 10-15% (of total innovation resources): 

 R&TD activities in research centres 
 Technology transfer and improvement of cooperation networks between small and 

medium-sized businesses (SMEs), between these and other businesses and 
universities, post-secondary education establishments of all kinds, regional 
authorities, research centres and scientific and technological poles (scientific and 
technological parks, technopoles, etc.) 

 Assistance to R&TD, particularly in SMEs (including access to R&TD services in 
research centres) 

 Investment in firms directly linked to research and innovation (innovative 
technologies, establishment of new firms by universities, existing R&TD centres and 
firms, etc.) 

 Other measures to stimulate research and innovation and entrepreneurship in SMEs) 
 
 
Finally, five expenditure categories fall in the range 1-10% (of total innovation resources): 

 Services and applications for the citizen (e-health, e-government, e-learning, e-
inclusion, etc.). 

 Information and communication technologies (access, security, interoperability, risk-
prevention, research, innovation, e-content, etc.) 

 Services and applications for SMEs (e-commerce, education and training, networking, 
etc.) 

 Other measures for improving access to and efficient use of ICT by SMEs) 
 The least ‘popular’ expenditure category is Information and communication 

technologies (TEN-ICT) with just over 1% 
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Figure 4 – Allocations for Priority Theme 1 -  Research and technological development, 
innovation and entrepreneurship 

 
 
 
 
 
 
Figure 5 – Allocations for Priority Theme 2 - Information society 
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European Regional Development Fund allocations for innovation – breakdown by 
Member State 
 
The following paragpraphs look at how individual Member States have allocated European 
Regional Development Fund resources to the innovation expenditure categories. 
 
As the figure below shows, the average percentage of European Regional Development Fund 
allocations for the innovation expenditure categories amounts to 25% for the new Member 
States and 29% for the old Member States (the average for the European Union of 27 
Member States is 27.2%). This figure comes as a ‘surprise’ as a far more significant 
difference could have been expected in the light of the new Member States’ substantial needs 
in more ‘traditional’ European Regional Development Fund areas such as transport and 
environment infrastructure. It appears that a strategic decision was taken in most new 
Member States to specifically allocate funds to innovation in order to improve econmic and 
social cohesion. 
 
 
Figure 6 – Innovation allocations by type of Member State 

 
 
 
Looking at the individual Member States: 20 Member Sates have made above-average 
allocations for innovation (over 27.2%) and seven Member States have made under-average 
allocations for innovation (under 27.2%). The latter group includes:  

 among the old Member States: Belgium (25.2%) and Greece (15.7%) 
 and among the new Member States: Bulgaria (11.6%), the Czech Republic (20.3%), 

Hungary (18.1%), Malta (16.1%) and Romania (13.6%) 
 
 
Among the 20 Member States with above average allocations for innovation, the innovation 
allocations fall into the following ranges: 

 27.2-30%: Four Member States: Germany (28.3%), Portugal (29.6%), Poland (28.2%) 
and Spain (27.2%) 

 30-40%: Eight Member States: France (31%), Ireland (30.5%), the Netherlands 
(32.2%), Cyprus (31.3%), Estonia (34.7%), Italy (33.4%), Latvia (33.5%) and 
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Lithuania (31.1%) 
 40-50%: Four Member States: Sweden (47.8%), the Slovak Republic (40.9%), 

Slovenia (44%) and the UK (40.1%) 
 50-60%: Two Member States: Austria (52.7%) and Finland (55.1%) 
 over 60%: Two Member States: Denmark (61.9) and Luxembourg (63.1) 

 
 
Note that there is no obvious correlation between the type of European Regional 
Development Fund support (convergence or regional competitiveness and employment) and 
the percentage of innovation allocations. Whilst most of the Member States with under-
average allocations (under 27.2%) for innovation include important convergence 
programmes, some of the Member States with above-average allocations for innovation (over 
27.2%) also include important convergence programmes or only include convergence 
programmes.  
 
 
Figure 7 – Innovation allocations in the new Member States 

 
 
Figure 8 – Innovation allocations in the old Member States 
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Looking at total budgets for innovation, Poland accounts for the highest total amount of 
innovation funding with some €9.4 billion (17.8% of our estimate for total ERDF support for 
innovation for EU27, and significantly more than the country with the second highest total 
amount of funding for innovation, i.e. Italy with some  €6.1 billion).38 
 
The remaining Member States fall in the following ranges: 

 Under €0.5 billion: Ten Member States: Austria, Belgium, Bulgaria, Cyprus, 
Denmark, Ireland, Luxembourg, Malta, the Netherlands and Sweden 

 €0.5-1 billion: Four Member States: Estonia, Finland, Latvia, Slovenia 
 €1-2.5 billion: Eight Member States: The Czech Republic, France, Greece, Hungary, 

Lithuania, Romania, the Slovak Republic and the UK 
 €2.5-5 billion: Two Member States: Germany and Portugal  
 Spain allocates €5.8 billion and Italy allocates €6.1 billion 

 
 
 
European Regional Development Fund allocations for innovation – focus on the 
programme level 
 
Finally, looking closer at the individual programmes, generally, there are higher percentages 
of funding for innovation in the regional competitiveness and employment regions than in the 
convergence regions. However we can also find programmes for convergence regions with 
innovation allocations, significantly above the 27.2% average such as the Austrian 
programme for Burgenland (44.4%) or the UK programme for Scotland Highlands (44.5%). 
On the other hand, there are programmes for regional competitiveness and employment with 
under-average innovation allocations, e.g. the Austrian programme for Vienna (23.5%) or the 
UK programme for London (12%). 
 
It is also noteworthy that some Member States have decided to manage innovation support 
exclusively at national level (national innovation programmes) with the regional programmes 
only including insignificant innovation funds. Whilst this is generally justified by 
management or capacity considerations (more streamlined implementation via central 
structures, weak capacities at the regional level), the organisation of innovation support via 
national programmes, prevents the establishment of ownership of innovation programmes and 
programme management experience (in relation to innovation) at the regional level.  
 
Examples for regional development programmes with low innovation allocations include the 
Bulgarian regional development programme with 0.2% (of total European Regional 
Development Fund resources for Bulgaria), the seven Czech regional development 
programmes (not including Prague) with innovation allocations of 0% to 2.1%, the Slovak 
regional development programme with 0%, and to a lesser extent the seven Hungarian 
regional development programmes with their innovation allocations of 2.2% to 15.3%.  
 
For obvious reasons, the programmes, with the highest innovation allocations, are specific 
sectoral programmes which focus on one or more of the 11 innovation expenditure categories, 
e.g. the Hungarian programme for electronic administration (98.2%) the Latvian 

 
38 Note that the Member State total budgets for innovation only include the figures for the 10 National Strategic 

Reference Frameworks and 169 Operational Programmes that were assessed for the purposes of the present 
study. The final figures are likely to be somewhat higher. 
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Entrepreneurship and Innovation programme (86.5%), the Slovak Information Society 
programme (89.2%), the Italian Research and Competitiveness programme (86.7%) or the 
Spanish Knowledge Economy programme (94.8%).  
 
 
The Regional Operational Programmes with the highest innovation allocations (above 50% of 
total European Regional Development Fund resources) include: 

 the Austrian programmes for Carinthia (76.1%), Upper Austria (62.3%), Styria 
(58.3%), Vorarlberg (57.6%) 

 the UK’s programmes for East of England (75.5%), East Wales (54.1%) Scotland 
Lowlands Uplands (52.7%), Northern Ireland (70.4%), South East England (75.5%) 

 Finland’s programmes for Etela Suomen (59.2%), Ita Suomen (60.4%), Pohjois 
Suomen (51.2%) 

 France’ programme for Aquitaine (50.6%) 
 Ireland’s Souther Eastern programme (51.8);  
 Italy’s programmes for Emilia Romagna (50.4%), Friulia Venezia Giulia (50.5%) 
 Spain’s programme for Aragon (69.3%), Cantabria (67.5%), Navarra (83.9%), Pais 

Vasco (66.3%), La Rioja (56.4%) 
 Sweden’s programme for Ostra Mellansverige (52.3%), Norra Mellansverige (53.8%), 

Ovre Norrland (52.8%) 
 
 
A further interesting issue is the distribution of innovation allocations within the Regional 
Operational Programmes across the 11 innovation-related expenditure categories.  
 
The 169 Operational Programmes assessed for the present study include 134 Regional 
Operational Programmes which have allocated funds to the innovation expenditure 
categories. Allocation patterns show that only few programmes have decided to concentrate 
resources on a limited number of specific innovation expenditure categories. Whilst this is not 
an issue for the larger programmes, for the smaller programmes, the dispersion of scarce 
resources across too many expenditure categories is likely to constrain impact.  
 
There are several Operational Programmes which have spread resources very thinly across the 
11 innovation expenditure categories, e.g. among the 134 programmes assessed, there are 
over 60 cases where the specific allocation to one of the innovation expenditure categories 
accounts for only €1 million or less (Italy counts some of the Operational Programmes with 
the highest dispersion of funds, whilst some of the UK's Operational Programmes 
demonstrate the choice to concentrate resources). On average, the Regional Operational 
Programmes cover 7.2 innovation categories. More than half of the 134 programmes which 
have allocated funds to the innovation expenditure categories, have chosen to cover at least 
eight out of 11 expenditure categories. At the other end, only 21 programmes have chosen to 
concentrate resources on one to four out of the 11 expenditure categories: 
 



Figure 9 – Concentration of innovation allocations 

 
 
 
 
Summary 
 
With some €17.6 billion, Structural Funds support for innovation during the programming 
period 2000-2006 accounts for about 7.8% of total Structural Funds support. During 2007-
2013, support for innovation is set to increase significantly, as European Regional 
Development Fund allocations for innovation are estimated to account for  27.2% of total 
resources under this fund, i.e. some €52.7 billion. Overall innovation support under the 
Structural Funds is estimated at well over €80 billion (calculations for the present study do 
not include innovation support under the entrepreneurship and human resources expenditure 
categories). 
 
Priority Theme Research and technological development, innovation and entrepreneurship 
accounts for 20.2% (€39.3 billion), and Priority Theme Information society for 6.9% (€ 13.4 
billion) of European Regional Development Fund resources (counting only the 11 Lisbon-
relevant expenditure categories under the two Priority Themes). The single most popular 
expenditure category with some 16.6% of total innovation resources under the European 
Regional Development Fund, is allocated for: R&TD infrastructure (including physical plant, 
instrumentation and high-speed computer networks linking research centres) and centres of 
competence in a specific technology. 
 
Looking at Member States allocations, the average percentage of European Regional 
Development Fund allocations for the innovation expenditure categories amounts to 25% for 
the new Member States and 29% for the old Member States. 20 Member Sates have made 
above-average allocations for innovation (over 27.2%) and seven Member States have made 
under-average allocations for innovation (under 27.2%). Only a small number of Operational 
Programmes concentrates resources on a limited number of specific expenditure categories. 
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2.1.2 Structural Funds impact on innovation 
 
 
The European Regional Policy Commissioner Hübner noted at the 4th Cohesion Forum in 
relation to the Structural Funds: 'It has pioneered regional innovation and information society 
strategies in Europe.'39 This section includes a review of two evaluations related to the 
Structural Funds' impact on innovation as well as feedback from stakeholder consultations. 
 
 
The Structural Funds' impact on innovation has been assessed in the framework of two recent 
European Commission studies: 
 

 Thematic Evaluation of the Structural Funds’ Contributions to the Lisbon Strategy, 
Danish Technological Institute, European Commission, 2005 
 

 Strategic Evaluation on Innovation and the knowledge based economy in relation to the 
Structural and Cohesion Funds, for the programming period 2007-2013, European 
Commission, 2006 

 
The following paragraphs briefly present the two studies' main findings: 
 
 
Thematic Evaluation of the Structural Funds’ Contributions to the Lisbon Strategy 

 
 The 2005 study 'had the general objectives to understand better the contribution of the 

current generation of Structural Funds to the Lisbon Agenda, to analyse the policy 
framework at national and regional level for such a contribution, and to explore 
potentials and limits for the future'.40  

 
 The study finds that the Structural Funds 'contribute significantly to relevant Lisbon 

objectives'. The Structural Fund programmes provide an important impetus to Lisbon 
Strategy objectives, including in the area of innovation (e.g. investment in research and 
development). Impact is also identified in relation to information infrastructure 
development, however, impact in this area is comparatively less important.  
 

 However, the extent of Structural Funds impact on innovation is found to depend strongly 
on the type of region supported: 'Congruence between the Structural Funds and Lisbon is 
generally lower for the CSF/Objective 1 countries and areas than for the Objective 2 
regions. The  explanation for these differences points to differences in regional investment 
needs. With the exception of information technology infrastructure and investment 
directly aimed at sustainable development targets that are in line with the Lisbon 

 
39 "Cohesion Policy: Genuinely modern and still reinventing itself", Regional Policy Commissioner Danuta 

Hübner speech at the 4th Cohesion Forum on 28 September 2007, European Commission, 2007 
40 Thematic Evaluation of the Structural Funds’ Contributions to the Lisbon Strategy, Danish Technological 

Institute, European Commission, 2005. Note in this context, that whilst the Lisbon agenda emphasises the 
importance of innovation, the themes covered by the Lisbon agenda also cover other areas, e.g. active labour 
markey policies or social inclusion, which are not included in the Structural Funds' innovation categories. 
The 2007-2013 Structural Funds aim at stronger synergy with the Lisbon agenda, however, several Structural 
Funds categories, e.g. basic physical infrastructure investments are not directly related to the Lisbon agenda. 
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Strategy, physical infrastructure investment has not been included in the calculation of 
approximate congruence degrees. In the regions and areas lagging the most behind, 
Structural Fund support is to a greater extent allocated to this type of investment.' 

 
 
 
Strategic Evaluation on Innovation and the knowledge based economy in relation to the 
Structural and Cohesion Funds, for the programming period 2007-2013 
 
The objective of this evaluation was to provide conclusions and recommendations for the 
future of the European Union's Cohesion Policy. Among other issues, the study looked at 
whether the Structural Funds improved regional innovation potential. The analysis 
differentiated between three types of regions: Objective 1 regions in the old Member States / 
EU15, the new Member States, and Objective 2 regions: 
 

 Structural Funds support for innovation in the Objective 1 regions in EU15 was found 
to 'represent a crucial, if not unique, resource for supporting national and regional 
RTDI policies. From this point of view, the ‘strategic’ additionality of SF has been 
very high.'  
 
Key strengths of Structural Funds support for innovation include: 'Strong financial 
and strategic additionality: without the EU support regional or national RTDI policy 
would be negligible; Impulse for an improvement of regional governance and 
strategic approaches to RTDI; Diffusion of RTDI infrastructures, agencies and parks 
for regional innovation systems; Creation of some relevant RTDI poles (Crete, Naples 
etc.) and reinforcement of universities and research institutions; Support to key R&D 
centres, mainly in the capital cities'.  

 
 In the ten new Member States which received Structural Funds support under the 

2004-2006 programmes, Structural Funds support for innovation is also 'the main 
resource for supporting RTDI'.  
 
The main strengths are presented as follows: 'basic financial support to national RTDI 
policy and initial conception of a regional RTDI policy; push towards the creation of 
a innovation and technology transfer system, still absent in these countries; 
introduction of new policy instruments, mobilisation of new actors (universities, 
innovation centres, private firms, etc.) and reduction of centre-periphery imbalances'. 

 
 Finally, in Objective 2 regions, Structural Funds support for innovation is considered 

to have made a more limited contribution, mainly due to the distribution of resources 
across too many areas, failing to reach 'critical mass in RTDI policy'.  

 
Strengths are presented as follows: 'Sustain or development of regional and local 
approaches to RTDI; Demonstrative and experimental effects of new policy 
instruments; Support for RTDI physical infrastructures and facilities; Improvement of 
programming and governance of RTDI regional systems'. 

 
The Strategic Evaluation based its findings on country assessments (for the 25 Member States 
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in 2006). The following table summarises findings on management and coordination 
problems of innovation measures at the level of the Member States: 
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Table 6 - Limitations to effective implementation of Structural Funds for innovation – Findings at Member State level41  
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 C
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Strategy deficiencie  s x x x x                          

Coordination deficiencies (lack of coordination or 
overlapping responsibilities) 

x x    x  x   x   x  x    x x  x x x  

Lack of synergy with other innovation initiatives (at 
EU, national or regional level) 

 x     x       x    x x x  x x x x  

Limited stakeholder involvement (e.g. weak public-
private partnerships) 

        x  x x x x  x x   x x x     

Support not designed in line with beneficiary needs          x            x  x x  

Potential final beneficiaries saturated                 x         x 

Absorption problems for soft innovation measures          x       x    x   x   

Absorption problems for hard innovation measures           x            x    

Limited private sector demand because of complex 
programme architecture 

   x x    x x   x  x  x x  x     x x 

Capacity constraints at the Structural Funds authorities  
(low staff numbers / lack of relevant qualifications) 

 x   x  x  x  x    x x  x x x x  x  x  

Limited beneficiary capacities to prepare and 
implement projects 

    x     x    x  x x      x   x 

 

                                                 
41 Strategic Evaluation on Innovation and the knowledge based economy in relation to the Structural and Cohesion Funds, for the programming period 2007-2013, European 

Commission, 2006 
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Too complex selection procedures (no proportionality: less 
demanding rules for small projects) 

  x           x x   x x  x x  x  

Too complex implementation procedures (more focus on control 
than on content, N+2 not adequate for innovation projects, no 
proportionality: less demanding rules for small projects), 
excessive control) 

 x x  x   x      x   x x   x x  x  

Lack of co-financing for Objective 2 (Reserved investment 
climate in the private sector; Banks not willing to cofinance 
private sector innovation projects (no appropriate rating systems))

       x x                  

Indicators not considered adequate to measure more long-term 
innovation results and impacts 

             x x x            
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Stakeholder consultation feedback on Structural Funds impact on innovation 
 
Stakeholder consultations confirm the important impact of Structural Funds support on 
innovation. However, a series of challenges are also noted. Impact is considered to be 
constrained by insufficient focussing of limited resources (focus on specific geographic areas 
or specific innovation themes). Impact is further constrained by the Structural Funds 
regulatory framework, e.g. there is insufficient time for implementation of innovation 
measures, thus not allowing for the measurement of impact during the lifetime of a project. 
The measurement and communication of impact is also considered a challenge, as indicators 
are often not appropriate for capturing genuine impact (e.g. indicator definition too focussed 
on job creation), and do not lend themselves easily to communication to local politicians and 
citizens (indicators too technical). Weaknesses with measuring and communicating results 
and impact of innovation measures can lead to a lack of interest in working with innovation 
funds and thus low absorption rates. 
 
 
 
 
Summary 
 
Recent studies on the impact of the Structural Funds on innovation confirm the significant 
contribution of the Structural Funds to the development of innovation across the European 
Union. Impact is particularly significant in Objective 1 regions and in the new Member States, 
as the Structural Funds often represent the only instrument for the support of innovation. 
Impact can however be constrained by an excessive dispersion of funds (limited resources 
distributed across too many objectives). The communication of Structural Funds impact on 
innovation remains an important challenge (e.g. weak indicators). 
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2.1.3 Synergies with other innovation support 
 
 
On the basis of a series of existing studies, this section presents key issues with regard to the 
integration of the Structural Funds support for innovation with other European Union support 
for innovation, i.e. linkages with the 7th Research Framework Programme (the European 
Union programme for supporting research42) and the 1st Framework Programme for 
Competitiveness and Innovation (supporting innovation activities of SMEs43). Synergies 
between the Structural Funds and relevant national or regional support for innovation are also 
explored in the context of the assessment of the sample programmes under section 2.2. 
 
In terms of introduction: Note that the Structural Funds General Regulation sets out that 
assistance under the Structural Funds needs to be consistent with the activities, policies and 
priorities of the Community and complementary to other financial instruments of the 
Community.44 Moreover, the Community Strategic Guidelines on Cohesion set out the 
expectation that national and regional development strategies will show how synergies 
between cohesion policy and instruments for research and innovation will be achieved.45 
 
 
 
European Parliament study on synergies between the 7th Research Framework 
Programme, the Competitiveness and Innovation Programme and the Structural Funds 
 
A recent European Parliament study has assessed synergies between the 7th Research 
Framework Programme, the Competitiveness and Innovation Programme and the Structural 
Funds.46 The study mainly aimed at providing recommendations to improve the coordination 
and synergy effects between these three instruments.  
 
The study confirms complementarity between the different instruments by noting that the 
'three programmes share the broad Lisbon and Gothenburg objectives but differ in their 
primary focus on different actors and different phases of the innovation process',  however, a 
series of overlaps are also noted, e.g. the support for research infrastructure under both, the 
                                                 
42 The 7th framework programme for research and technological development is the European Union's main 

instrument for funding research in Europe, and covers the years 2007-2013 with a budget of 53.2 billion 
euros. See the European Commission's website for further information: 
http://ec.europa.eu/dgs/research/index_en.html  

43 The Competitiveness and Innovation Framework Programme aims to encourage the competitiveness of 
European enterprises. With small and medium-sized enterprises as its main target, the programme will 
support innovation activities, provide better access to finance and deliver business support services in the 
regions. It will encourage a better take-up and use of information and communications technologies (ICT) 
and help to develop the information society. The programme will run from 2007 to 2013 and has a budget of 
EURO 3.6 billion. See the European Commission's website for further information: 
http://ec.europa.eu/cip/index_en.htm 

44 Art. 9, Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the 
European Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing 
Regulation (EC) No 1260/1999 

45 Guideline on Improving knowledge and innovation for growth, Council Decision of 6 October 2006 on 
Community strategic guidelines on cohesion (2006/702/EC), European Council, 2006 

46 Synergies between the EU 7th Research Framework Programme, the Competitiveness and Innovation 
Framework Programme and the Structural Funds, Study for the European Parliament's Committee on 
Industry, Research and Energy, European Parliament, 2007 
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Structural Funds and the 7th Research Framework Programme, or the support for inter-
regional networks under the three instruments.  
 
The study concludes that 'actual synergies from the point of view of the direct beneficiary of 
funding will depend on their organisational capacity and strategic need to combine support 
from different EU instruments'.  
 
The study recommends principally that funding is allocated for the development of 'regional 
research and innovation strategic frameworks' to guide beneficiaries on using the appropriate 
support instrument; that the European Commission reviews the funding for inter-regional 
networks; and that future evaluation and impact assessment of the three instruments includes 
in-depth assessment of synergies in order to establish a clear justification for the need of 
'parallel' innovation support instruments (instead of simply offering all support for innovaton 
under one instrument). 
 
Note in this context that a recent European Commission Communication has announced the 
preparation, by the end of 2007, of a practical guide looking at the funding opportunities 
through the eyes of a research institution or a company wishing to use EU funding to 
undertake research and innovation activities. The guide will also examine how to set up 
mechanisms at national and regional levels to foster co-ordinated access to the different 
instruments. European Commission feedback on the present report indicates that the guide 
will become available by March 2008.47  
 
 
 
The European Research Advisory Board 
 
Similarly, the European Research Advisory Board has assessed synergies between support 
programmes for innovation in the context of a recent report, and notes the need for further 
integration, namely between the Structural Funds and the 7th Research Framework 
Programme.48 
 
 
 
Stakeholder feedback 
 
Finally, interview feedback conducted in relation to the five sample programmes points to the 
need for a stronger integration of the different instruments for supporting innovation.  
 
It appears that beneficiaries often have a limited understanding of / interest in wider policy 
concerns or programme objectives, and are mainly interested to obtain funding for their 
project, no matter the source (EU, national or regional). Applications for funding are adapted 
to the specific requirements of a call for applications and 'recycled' as many times as 
necessary until funding is obtained. Some programmes, e.g. the 7th Research Framework 

 
• 47 Communication from the Commission - Competitive European Regions through Research and 

Innovation - A contribution to more growth and more and better jobs, European Commission, 2007 
• 48 Energising Europe’s Knowledge Triangle of Research, Education and Innovation through the 

Structural Funds, European Research Advisory Board Final Report, 2007 
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Programme's initiative 'Regions of Knowledge', foresee that the applications for funding 
demonstrate linkages with other innovation support programmes, however, compliance with 
these requirements is not difficult, considering that most innovation support programmes 
cover a rather broad range of thematic areas. Moreover, genuine complementarity is difficult 
to assess as this would require that the evaluators of applications provide over in-depth 
knowledge of a specific regional innovation context and parallel innovation initiatives 
currently underway. 
 
 
Summary 
 
Whilst recent research confirms the complementarity between Structural Funds support for 
innovation and other European Union support for innovation, i.e. the 7th Research Framework 
Programme and the 1st Framework Programme for Competitiveness and Innovation, there 
remains significant room for improving synergies between the different instruments. The 
current organisation of support for innovation can lead to overlaps / duplication of efforts 
under parallel initiatives, and making synergies work, depends to some extent on the 
knowledge and capacities of beneficiaries. A recent European Parliament study therefore 
proposes that funding is allocated for the development of 'regional research and innovation 
strategic frameworks' to guide beneficiaries on using the appropriate support instrument. 
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2.2  Implementation issues 
 
 
This section presents the main limitations to the effective implementation of Structural Funds 
support for innovation, and ways to overcome these limitations. As noted in the introduction, 
the focus of the present assessment is on implementation aspects, as a series of 'parallel' 
European Commission studies is dealing with innovation governance and impact. Moreover, 
the scope of the present study does not allow for a comprehensive assessment of all issues 
affecting the implementation of Structural Funds support for innovation, and the emphasis is 
therefore on discussing in detail a small number of important limitations.  
 
The following three issues have been identified on the basis of existing studies and 
stakeholder consultations, and will be discussed in detail:  
 

 regulatory obstacles, i.e. are the Structural Funds regulations providing an adequate 
legal framework for the imlementation of innovation measures (2.2.1),  
 

 design deficiencies, i.e. are innovation measures designed in line with the final 
beneficiaries' needs for support (2.2.2) 
 

 and implementation capacities, i.e. are the administrators and beneficiaries of the 
innovation measures equipped with adequate human resources to ensure effective 
implementation (2.2.3). 

 
 
The three issues are presented on the basis of an analysis of the regulatory framework, the 
findings of existing studies on the Structural Funds support for innovation, and feedback from 
stakeholder consultations conducted for the five sample programmes (Catalonia, Greece 
Information Society, Latvia, North East of England, Saxony). 
 
 
 

2.2.1 Regulatory obstacles 
 
 
This section explores regulatory obstacles experienced during 2000-2006, and briefly assesses 
some of the relevant changes in the 2007-2013 regulatory framework. 
 
 
 
The regulatory framework 2000-2006 
 
Structural Funds support for innovation in the programming period 2000-2006 is governed by 
the general Structural Funds regulation.49 This regulation foresees the same 'treatment' for 
innovation measures as for any other support under the Structural Funds, i.e. there is no 

                                                 
49 Council Regulation 1260/1999 of 21 June 1999 laying down general provisions on the Structural Funds 
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'preferential' treatment for innovation measures. 
 
In 2005, the European Commission Directorate General Regional Policy commissioned an 
evaluation on the Structural Funds' contribution to the Lisbon Strategy.50 This evaluation 
found in relation to the regulatory framework for the 2000-2006 programming period:  
 

 '...several cases point to the fact that current Structural Fund Regulations and 
Guidelines in some respects stand in the way of a more efficient contribution to the 
Lisbon Strategy priorities. The existing financial control mechanisms of the European 
Commission are seen to bias support against innovative and risky projects. Similarly, 
the N+2 Regulation favours projects of relatively short duration or those which can 
be planned easily. Support to demanding and difficult Research and Development 
projects is not facilitated by this.' 51 

 
 
These findings are confirmed by a recent European Commission Directorate General 
Regional Policy evaluation which finds that effective Structural Funds support for innovation 
was undermined by the complex Structural Funds regulatory framework and implementing 
procedures. Beneficiaries have been 'scared away' by too demanding regulatory and 
procedural demands, focussing more on control than on content and not sufficiently adapted 
to the specific nature of innovation measures (more time-consuming than traditional 
Structural Funds support, more extensive stakeholder involvement).52 In this context it should 
be noted that it is often the national transposition of the Structural Funds regulation which has 
caused difficulties. 
 
 
Stakeholder consultations conducted for this study can illustrate these difficulties: 
 

 Structural Funds requirements are too complicated 
Saxony: The efforts associated with European Regional Development Fund financial 
control requirements are not considered 'proportional' to the results obtained. 
Moreover, in addition to Structural Funds controls, there are many regional and 
national controls. Overall, the requirements are considered too demanding, especially 
for small enterprises participating in innovation measures. No significant changes are 
expected for 2007-2013. 
 
North-East of England: European Regional Development Fund procedures are 
considered too complicated. It is difficult to find the right information, and the 
appropriate people to provide that information. Too many rules are passed on without 
proper explanation or justification. Rules are not updated, and sometimes it takes too 
long for important information to be disseminated. There has also been over-
interpretation of procedures and, in the past, the former UK Department for Trade and 

 
50 Thematic Evaluation of the Structural Funds’ Contributions to the Lisbon Strategy, Danish Technological 

Institute, European Commission, 2005 
51 The Structural Funds are subject to the so-called 'N+2' rule. Article 31, Council Regulation 1260/1999 of 21 

June 1999 laying down general provisions on the Structural Funds stipulates the automatic decommitment of 
funds by the end of the second year following the commitment, which has not been settled by a payment on 
account or for which the Commission has not received an acceptable payment application. 

52 Strategic Evaluation on Innovation and the knowledge based economy in relation to the Structural and 
Cohesion Funds, for the programming period 2007-2013, European Commission, 2006 
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Industry has added complexity, for example, in the area of public procurement. There 
is a lot of ambiguity in the rules, and this has led to practices based on an incorrect 
understanding of the rationale, purpose, or target of ambiguous rules. Rules continue 
to be applied, even when they have ceased to be relevant, or they are applied in areas 
where they are not relevant, because people do not know where particular rules 
originated, or what led to their introduction in the first place. Moreover, there are too 
many requirements, potentially limiting the eligibility of many applicants. Applicants 
are required to demonstrate compliance with requirements that may have no relevance 
to their activities e.g. environment, equal opportunities, etc. Specific areas where rules 
are considered excessively demanding include the application of State Aids rules and 
financial control (very resource-intensive and requiring specific accounting expertise).  
 
Latvia: In relation to eligibility requirements, the definition of innovation has caused 
difficulties. European Regional Development Fund administrators provided different, 
and at times contradicting interpretations, and as a consequence, some potential 
beneficiaries got confused and decided against submitting proposals. 
 
Greece: European Regional Development Fund requirements were complicated by 
additional national rules, and the resulting bureaucratic burden is considered even 
more discouraging for innovation projects.  This led to slow contracting and low 
absorption in the period 2000-2004. For the period 2007-2013, procedures have been 
simplified, e.g. supporting documentation will no longer have to be submitted by all 
applicants for European Regional Development Fund support, but will only be a 
requirement for the successful applicants.  

 
Catalonia: Structural Funds regulatory requirements (and specifically, financial 
control requirements) are considered more demanding than requirements under other 
support programmes for innovation such as the 7th Research Framework Programme. 
The complex regulatory framework and difficulties over payment delays (limited 
advance payments) have reduced the 'popularity' of Structural Funds support. 

 
 

 Structural Funds project durations are too short 
Latvia:  The maximum duration of project implementation is two years. The project 
applicant is not allowed to carry out any activities prior to the grant award. Whilst two 
years might be sufficient for 'regular' Structural Fund projects, this time span is 
considered too short for innovation projects. 

 
North-East of England: A longer implementation period is considered highly 
desirable, even without additional funding. This would facilitate longer-term planning, 
reduce staff turnover and strengthen institutional memory, capacity, and sustainability. 
It would provide an opportunity to verify more conclusively what works and what 
does not, and would provide a stronger justification for continuing some activities and 
dropping others. 
 
 

 N+2 constrains implementation 
North-East of England: N+2 was a major issue in the early years of the 2000-2006 
period, as European Regional Development Fund applicants were put under pressure 
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to spend money, which led to low quality results. Implementation of N+2 has required 
the establishment of complex monitoring structures only for the purpose of ensuring 
compliance with this requirement. To a large extent, N+2 was dealt with by focussing 
on fewer, but larger projects (with the inherent risk that if a large project failed to 
deliver, this has consequences for the performance of the programme as a whole). 
 
Greece: N+2 is considered to distort the stakeholders’ focus from attaining meaningful 
results to making expenditures and drawing down funds in time. It is considered that 
N+3 will not make much of a difference, as future projects will be very resource-
heavy in the early years, i.e. increased amounts will have to be absorbed early on, 
during the next programming period. Moreover, some regions will delegate 
implementation of some of their innovation support to the central managing authority, 
again increasing the resources to be absorbed. The end result will be equal pressure on 
the central managing authority under N+3 as with N+2. The managing authorities feel 
the pressure of N+2 or N+3 because the final beneficiaries are not subordinate to the 
managing authorities, hence the managing authorities have no real leverage to make 
beneficiaries deliver as promised within the set timeframes.  
 
The proposed solution for avoiding absorption problems, is to prepare project 
proposals as far in advance as possible, in order to gain time at the beginning of 
implementation. This is already being done for 2007-2013, with key public sector 
beneficiaries drafting operational plans. An important lesson from 2000-2006 is that 
final beneficiaries benefited from preparatory work for their project proposals in 
advance. This was done for large innovative projects under the programming period 
2000-2006 and will be repeated in the period 2007-2013 (with the final beneficiary 
being supported by an accompanying agency to prepare a detailed pre-proposal). 
 
 

 Regulatory gaps 
Greece: Another difficulty faced in particular by innovation measures relates to the 
general legal framework of the country, not the European Union or national 
regulations related to the Structural Funds. Innovation measures have often 
experienced implementation obstacles because certain legal responsibility issues have 
to be faced for the first time. For example, when trying to install optic fibre cables 
throughout the Greek islands, the measure came up against questions on who is 
entitled to issue permits for installations in the seabed between islands, international 
law considerations for waters near neighbouring countries etc. Other examples are 
related to multimedia projects where the national legislative system was not mature 
enough for it to be clear if the project fell under the remit of legislation for 
telecommunications or for the media. Similar obstacles arose in the implementation of 
an innovative cultural project where implementation was delayed until questions on 
intellectual property were resolved. 

 
 

 Structural Funds co-financing rates are insufficient 
Latvia: For 2004-2006, the Structural Funds intervention rate for innovation measures 
for large enterprises amounts to 25%, as compared to some 60% under the regional 
support programmes. Large enterprises are less inclined to apply for support under the 
innovation measures as this requires  the same amount of work as for regional support, 
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but provides less funds in return. 



 42

The regulatory framework 2007-2013 
 
How has the the regulatory framework for the programming period 2007-2013 adressed these 
issues?53 The new Structural Funds general regulation maintains, in general terms, the same 
treatment for innovation measures as for any other Structural Funds support. However, a 
series of  important mechanisms have been introduced to allow the Member States to 
establish a preferential treatment of innovation measures. 
 

 As discussed in section 2.1.1 the new Structural Funds regulation requires the 
presentation of 'earmarked expenditure': Indeed, the new Structural Funds regulation 
foresees that 60% of expenditure for the Convergence objective (i.e. some €185 
billion) and 75% of expenditure for the Regional competitiveness and employment 
objective (i.e. some €37 billion) should be earmarked for a specific set of eight 
categories ('Priority Themes') including innovation.54 Note that this requirement is 
voluntary for the Member States which joined the European Union on or after 1 May 
2004. The eight categories include two innovation-related categories, i.e.: 'Research 
and technological development, innovation and entrepreneurship' and 'Information 
society', and the two innovation categories include 11 expenditure categories, directly 
linked to innovation (see the table under 1.1). 
  
The earmarking mechanism thus allows for a preferential treatment of innovation (as 
well as other Lisbon expenditure categories) in terms of including related financial 
allocations under the required earmarking ceilings (60% for the Convergence 
objective / 75% for the Regioanl competitiveness and employment objective). 
 

 A second mechanism allows the Member States to introduce preferential co-financing 
rates for innovation measures. Structural Funds support is based on the principle of 
co-financing, i.e. the Structural Funds will cover a specific percentage of the costs of a 
planned intervention, whilst national sources will co-finance the remaining part. The 
general Structural Funds co-financing rates for 2007-2013 are 85% for the 
Convergence objective and 50% for the Regional Competitiveness and Employment 
objective. However, the Member States can decide to establish higher co-financing 
rates for innovation measures:  
 
'The contribution from the Funds at the priority axis level shall not be subject to the 
ceilings set out in paragraph 3 and in Annex 3 (50 to 85%). However, it shall be fixed 
so as to ensure compliance with the maximum amount of contribution from the Funds 
and the maximum contribution rate per Fund fixed at the level of the operational 
programme'.55  
 

 Moreover, the new regulation allows for a 'relaxing' of control requirements. Indeed 
                                                 
53 Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the European 

Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing Regulation 
(EC) No 1260/1999 

54 Art. 9.3, Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the 
European Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing 
Regulation (EC) No 1260/1999 

55 Art. 53.4, Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the 
European Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing 
Regulation (EC) No 1260/1999 
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'proportional control arrangements' are foreseen for operational programmes:  
 
'for which the total eligible public expenditure does not exceed EUR 750 million and 
for which the level of Community co-financing does not exceed 40% of the total public 
expenditure'.56 
 

 However, a key regulatory constraint for innovation has only been removed partially. 
Indeed the N+2 requirement has been maintained, i.e. the automatic decommitment of 
funds by the end of the second year following the commitment, which has not been 
settled by a payment on account or for which the Commission has not received an 
acceptable payment application.  
  
Stakeholder consultations and desk research indicate that the N+2 requirement has 
affected innovation measures, as these measures have been found to be particularly 
time-consuming (due to the administrators and beneficiaries' limited experience with 
this type of measure, and because the implementation of innovation measures required 
the involvement of a wide range of stakeholders). 

 
However, the new Structural Funds general regulation foresees a more 'relaxed' 
timeframe for the Member States which joined the European Union after May 2004 
and Greece and Portugal. During this period, N+3 will apply. As of 2011, the 
Structural Funds support in these Member States will again be subject to N+2.57 

 
 
Summary 
 
Effective Structural Funds support for innovation has been constrained by regulatory 
obstacles. With regard to the regulatory framework for 2000-2006, the main limitations are 
related to the general complexity of procedures, the short duration of implementation, the 
N+2 requirement, regulatory gaps in specific innovation areas, and the demanding co-
financing requirements. In this context it should be noted that it is often the national 
transposition of the Structural Funds regulation which has caused difficulties. The main 
approach to address these limitations has been to simplify procedures and prepare projects 
well in advance in order to avoid delays during the regulatory implementation period. 
 
The regulatory framework for 2007-2013 has introduced several mechanisms to facilitate 
implementation in general, however, there is no preferential treatment for innovation. 
Earmarking allocations for Lisbon-related expenditure categories, including innovation, 
ensures that more substantial funds are made available to innovation. Moreover, Member 
States have the freedom to introduce preferential co-financing rates for innovation measures 
as the general co-financing rates are only set at  the programme level (with different rates 
possible at priority level). Finally, the new regulation establishes 'proportional control 
arrangements', relaxing the requirements for smaller operational programmes. However, one 

                                                 
56 Article 74, Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions on the 

European Regional Development Fund, the European Social Fund and the Cohesion Fund and repealing 
Regulation (EC) No 1260/1999 

57 Articles 75 and 93, Council Regulation (EC) No 1083/2006 of 11 July 2006 laying down general provisions 
on the European Regional Development Fund, the European Social Fund and the Cohesion Fund and 
repealing Regulation (EC) No 1260/1999 
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of the most important limitation, i.e. N+2 remains in place (with N+3 for a transition period 
for the new Member States and Greece and Portugal). 
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2.2.2 Design deficiencies 
 

 
The Structural Funds programmes' support for innovation also suffered from design 
deficiencies. Support was not designed in line with beneficiary needs, resulting in poor 
demand for support (including poor demand due to saturation). Limited private sector demand 
is also explained by the often rather complex nature of Structural Funds programmes 
(complex programme architecture inhibiting the identification of sources of support).58 
 
 
Stakeholder consultations conducted for this study can illustrate these difficulties: 
 

 Limited demand for Structural Funds support for innovation 
In Latvia, only half of the available innovation funds were used (2004-2006). The 
limited interest in innovation support is explained by the parallel operation of other, 
more simple programmes, e.g. support for enterprises to improve technologies and 
equipment to meet European Union standards (equipment grants without the 
requirement to introduce a new product). For 2007-2013, it has been decided to 
discontinue grant support for equipment, and it is believed that this will motivate 
enterprises to seek support under the more demanding innovation measures. 
 
North-East of England: In the early years of the European Regional Development 
Fund, programme design was not sufficiently aligned with beneficiary needs. A 
substantial amount of funding was targeted at SMEs in the region, however, there 
were a limited number of SMEs in the region, and both absorption and delivery 
capacity were limited. Moreover, there was a target that SMEs should receive 25 days 
of consultancy, however, few SMEs can set aside this amount of time to external 
consultants, and the number of days of consultancy provided does not demonstrate 
quality or impact. 
 
Realising that interventions were too supply-driven, the programme moved towards a 
demand driven model, i.e. the brokerage model. This is considered to facilitate the 
identification of individual SME needs and to match them with the appropriate service 
providers. The brokerage model works as follows: 1. The SME approaches the 
mandated SME support organisation; 2. The support organisation carries out a 
diagnosis and develops an action plan for the business. 3. If the SME meets the 
criteria (growth potential), the support organisation will subsidise the cost of 
consultancy identified in the action plan. 
 
Greece: Local authorities showed limited demand for support under the information 
society programme. Whilst they submitted project applications, they did not feel 
pressed to implement them, because innovation-related projects are often not a priority 
for local authorities who prefer tangible infrastructure projects.  
 
Design deficiencies have limited the effectiveness of innovation measures because the 
frameworks designed did not always accommodate the key needs of innovative 

                                                 
58 Strategic Evaluation on Innovation and the knowledge based economy in relation to the Structural and 

Cohesion Funds, for the programming period 2007-2013, European Commission, 2006 
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projects. Indeed, from a beneficiary point of view, the main factor affecting 
innovation measures particularly adversely is the design of interventions. A 
framework is designed for each intervention, within which each project has to fit. This 
framework is designed in order to facilitate implementation. In the case of innovation 
projects however, such frameworks may be inadvertently limiting. A concrete 
example relates to what kind of costs would be eligible under each measure. The way 
innovation measures were designed, allowed covering costs for private companies to 
buy software and hardware and to hire the services of third parties. However, 
innovative start ups are work intensive and mainly require own work, i.e. the time of 
the people working within the company to develop their ideas. This staff time was not 
an eligible cost under the Operational Programme, thus the design of the Operational 
Programme was not supporting innovation in the most effective way.  
 
Saxony: At mid-term stage, the innovation measures experienced absorption problems 
due to limited demand. The budget for innovation was therefore reduced, and two 
innovation measures were discontinued at the end of 2004 as support was no longer 
considered relevant. One of these two measures, i.e. European R&D cooperation was 
considered not to be well adapted to the local SMEs' level of 'internationalisation'. 
Indeed, experience with this measure showed that it was difficult to obtain meaningful 
results within the short Structural Funds time frame. 
 
 

 Limited coordination between different support instruments 
Latvia: Two different ministries are involved with European Union support for 
innovation: the Ministry of Economy (MoE) is responsible for the preparation and 
implementation of the European Regional Development Fund measures, and the 
Ministry of Education and Science (MoES) acts as the national contact point for the 
Framework Programmes and European Union programmes in support of research and 
development. Whilst there are several 'theoretical' synergies between the MoES 
support for science-related programmes for the state owned education and research 
institutions, and the MoE support for production/ market oriented innovations both in 
state and in private sector, there is no coordination between the institutions / 
programmes.  
 
North-East of England: Originally the regional support programmes and the European 
Regional Development Fund developed in parallel. This made it difficult to develop 
joint projects in the beginning (i.e. projects with regional and European Regional 
Development Fund support), because of the differing application and administration 
procedures, and the different time scales involved in approving projects. It was 
therefore necessary to develop two or three separate applications for the same project 
to secure the necessary funding from different sources. Co-ordination improved after 
the mid-term review, and there is now a joint appraisal for projects seeking both 
regional support and European Regional Development Fund support. For the 2007-
2013 period, the same organisation will deal with the European Regional 
Development Fund and regional support programmes, and this should further improve 
co-ordination between different instruments. Moreover, coordination is expected to 
benefit from the national-level initiative to streamline support instruments (the number 
of support instruments was reduced from around 100 to some 10 instruments). 
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Greece: Coordination difficulties were caused by the number of Ministries involved in 
the Information Society programme. Whilst this allows to distribute responsibilities 
and involve all relevant stakeholders, the distribution did not help horizontal 
innovative measures that needed to be promoted in an integrated way. Coordination is 
expected to improve for 2007-2013, as there is now a clear strategy for innovation 
supported by all relevant Ministries. Moreover, a high-level committee has been 
created with members from all involved Ministries and coordinated by the Ministry of 
Economy. This Committee has helped design the innovation strategy for 2007-2013 
and will be the custodian of progress towards the realisation of the strategy and the 
promotion of innovation in general. 
 
Catalonia: Difficulties were experienced because of overlaps between different 
instruments supporting innovation. Indeed, there have been difficulties over 
coordinating national (e.g. pluri-regional / sectoral Structural Funds Operational 
Programmes) and regional interventions (Regional Operational Programme). This has 
been particularly problematic with regard to the use of Structural Funds for innovation 
infrastructure (e.g. technology centres). 

 
  
 
 
 

Summary 
 
Effective Structural Funds support for innovation has been constrained by design deficiencies. 
The Structural Funds programmes' support for innovation is considered to have been designed 
in a way that emphasises supply over demand, and not sufficiently considering the final 
beneficiaries’ innovation needs.  
 
Moreover, effective Structural Funds support was limited by poor coordination between the 
institutions involved in delivering support and between different instruments for supporting 
innovation.  
 
These shortcomings have been addressed during 2000-2006, and with a view to improving 
innovation support in 2007-2013, by designing more demand-driven innovation measures, 
streamlining instruments for innovation support (e.g. reducing the number of support 
instruments), and by establishing coordination mechanisms to ensure more efficient 
cooperation between involved institutions. 
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2.2.3 Capacity constraints 
 
 
The above-mentioned 2005 evaluation on the Structural Funds' contribution to the Lisbon 
Strategy sheds a first light on capacity constraints for implementing innovation measures:  
 
'A clearer focus on the Lisbon Strategy’s priorities would also in many cases imply a shift to 
a different type of projects: from large infrastructure projects to more and smaller human 
capital and enterprise development projects. This poses a significant administrative 
challenge, as more resources are required for the processing of project applications, project 
monitoring, etc'.59  
 
 
A recent assessment by the European Research Advisory Board sees a further challenge:  
 
'The operational implementation of measures supporting research and innovation tend to be 
dominated by Government Departments that are responsible for economy or industry and 
trade, with less knowledge of research and innovation matters. In contrast, where the 
measures are the responsibility of ministries for education or research there is often a lack of 
awareness of the economic development dimension'.60 
 
 
Structural Funds administrators are thus confronted with two challenges: allocating sufficient 
numbers of staff to cope with the more resource-intensive management of innovation 
measures, and ensuring that staff provides over the required expertise in relation to innovation 
measures. 
 
However, capacity constraints are not only a concern with regard to the fund administrators. 
Beneficiaries of Structural Funds support are also reported to lack sufficient experience and 
resources to prepare and implement innovation measures.61 
 
 
 
Stakeholder consultations conducted for this study can illustrate these difficulties: 
 

 Structural Funds administrators lack experience / resources for delivering 
support for innovation 
Latvia: The authorities involved in implementing innovation measures, i.e. the 
Ministry of Economy and the Latvian Development and Investment Agency, have 
limited experience due to the short history of Structural Funds implementation in 
Latvia (since 2004).  This affected implementation, e.g. delays over project selection 
due to the inefficient organisation of the project submission procedure. Note that in 
general terms, capacity constraints are of particular concern in the new Member States 

 
• 59 Thematic Evaluation of the Structural Funds’ Contributions to the Lisbon Strategy, Danish 

Technological Institute, European Commission, 2005 
• 60 Energising Europe’s Knowledge Triangle of Research, Education and Innovation through the 

Structural Funds, European Research Advisory Board, 2007 
• 61 Strategic Evaluation on Innovation and the knowledge based economy in relation to the Structural 

and Cohesion Funds, for the programming period 2007-2013, European Commission, 2006 
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(high staff turnover due to low salaries and limited career prospects in the civil 
service). 
 
North-East of England: A key challenge with regard to Structural Funds staff have 
been the changing needs for specific skills as the programme moved from promotion 
and contracting, to monitoring and finalisation. For example, as a result of insufficient 
staff skills in the area of financial control and management of payment claims, more 
than one third of all European Regional Development Fund claims in 2006 were 
inaccurate. Further difficulties were related to high staff turnover in some of the 
Structural Funds authorities. 
 
Greece: Existing managing authority staff are considered to provide over the required 
experience and skills, however, staff numbers were very low throughout the period 
2000-2006 and gaps in posts took a very long time to fill. Only recently, have staff 
numbers become adequate, in good time for the 2007-2013 period.  
 

 Beneficiaries lack experience / resources for receiving support for innovation 
Latvia: Project final beneficiaries lack experience in preparing and implementing 
Structural Funds interventions and usually rely on the support by external consultants. 
This has led to projects becoming ‘consultant driven’.   
  
North-East of England: A beneficiary (university) reported that it took a strategic 
decision some time ago not to focus on the European Regional Development Fund, as 
it is very complicated to understand how it can be used (in comparison to regional 
support programmes). Other beneficiaries have established units specifically to 
understand and access the European Regional Development Fund. 
 
Greece: Local authorities and even big public sector utilities who have been final 
beneficiaries of the Information Society programme have also suffered from capacity 
constraints, because they are not run by staff with innovation skills. Moreover, 
innovation experts generally do not provide over close links to decision makers, and 
therefore, there is often limited ‘political’ support for implementation. This capacity 
constraint is specific to innovation measures because people interested in innovation 
are usually IT specialists or younger scientists who do not hold key management 
positions in public utilities or in municipalities.  
 
Staff capacity is a factor in Greece, since the private sector is mainly composed of  
relatively small companies that find it difficult to recruit the very specialised staff and 
highly paid experts that are needed to deliver innovative projects. For public sector 
companies, experience has shown that the more mature and familiar with ICTs the 
organisation, the easier it was to implement innovative solutions through the 
Information Society programme. 
 

 
Summary 
 
Effective Structural Funds support for innovation has also been constrained by weak 
capacities both within the bodies responsible for managing support and within the final 
beneficiaries of innovation support. Whilst there is evidence that staff numbers were 
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increased for 2007-2013, capacity constraints remain a challenge, and this is particularly valid 
for the new Member States. 
 



 51

                                                

2.3 Conclusions 
 

 

This section sums up the main findings and related conclusions: 
 
 
The 2007-2013 programming period will witness a steep increase in European Regional 
Development Fund support for innovation, reaching some €52.7 billion or 27.2% of 
European Regional Development Fund resources.62 Priority Theme Research and 
technological development, innovation and entrepreneurship accounts for 20.2% (€39.3 
billion), and Priority Theme Information society for 6.9% (€ 13.4 billion) of European 
Regional Development Fund resources.63  
 
However, there are significant differences between the Member States. Looking at 
Member State allocations, the average percentage of European Regional Development Fund 
allocations for the innovation expenditure categories amounts to 25% for the new Member 
States and 29% for the old Member States. 20 Member Sates have made above-average 
allocations for innovation and seven Member States have made under-average allocations for 
innovation. The countries with the highest percentage of innovation allocations include 
Luxembourg, Denmark and Finland, whilst the lowest allocations are made in Bulgaria, 
Romania, and Greece. Only a small number of Operational Programmes concentrates 
resources on a limited number of specific expenditure categories. 
 
 
Experience with Structural Funds impact in 2000-2006 indicates that the increased 
funding in 2007-2013 will lead to significant impact on innovation. Recent studies on the 
impact of the Structural Funds on innovation confirm the significant contribution of the 
Structural Funds to the development of innovation. Impact is particularly significant in 
Objective 1 regions and in the new Member States, where the Structural Funds often 
represent the only instrument for the support of innovation. Impact can, however, be 
constrained by excessive dispersion of funds (limited resources distributed across too many 
objectives). The communication of Structural Funds impact on innovation remains an 
important challenge (e.g. weak indicators). 
 
 
Moreover, further efforts are required with ensuring complementarity between 
different European Union instruments for innovation support. Whilst recent research 
confirms the complementarity between Structural Funds support for innovation and other 
European Union support for innovation, i.e. the 7th Research Framework Programme and the 
1st Framework Programme for Competitiveness and Innovation, there remains significant 
room for improving synergies between the different instruments. The current organisation of 
support for innovation can lead to duplication of efforts under parallel initiatives, and 
benefiting from synergies depends to some extent on the knowledge and capacities of 
beneficiaries. 

 
62  Figures do not include European Regional Development Fund allocations for the Territorial Cooperation 

Objective. 
63  Counting only the 11 Lisbon-relevant expenditure categories under the two Priority Themes. 
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The steep increase in innovation funding for the 2007-2013 programming period points 
to the urgency of addressing implementation problems. Indeed, the effectiveness of 
Structural Funds support for innovation in 2000-2006 has been limited by regulatory 
obstacles, design deficiencies and capacity constraints.  
 
With regard to the regulatory framework for 2000-2006, the main limitations are related to 
the general complexity of procedures, the short duration of implementation, the N+2 
requirement, regulatory gaps in specific innovation areas, and the demanding co-financing 
requirements. In this context it should be noted that it is often the national transposition of the 
Structural Funds regulation which has caused difficulties. The main approach to address these 
limitations has been to simplify procedures and prepare projects well in advance in order to 
avoid delays during the regulatory implementation period. Whilst the regulatory framework 
for 2007-2013 has not established a generalised preferential treatment for innovation, several 
mechanisms have been introduced to facilitate implementation. For example, Member States 
have the freedom to introduce preferential co-financing rates for innovation measures, and the 
new regulation establishes 'proportional control arrangements', relaxing the requirements for 
smaller operational programmes. However, one of the most important limitation, i.e. N+2 
remains in place (with N+3 for a transition period for the new Member States and Greece and 
Portugal). 
 
Design deficiencies have also constrained the implementation of innovation measures. The 
Structural Funds programmes' support for innovation is considered to have been designed in a 
way that emphasises supply over demand, with insufficient consideration of final 
beneficiaries’ innovation needs. Effective Structural Funds support was also limited by poor 
coordination between the institutions involved in delivering support and between different 
instruments for supporting innovation. Shortcomings have been addressed by designing more 
demand-driven innovation measures, streamlining instruments for innovation support (e.g. 
reducing the number of support instruments), and by establishing coordination mechanisms to 
ensure more efficient cooperation between involved institutions. 
 
Finally, effective Structural Funds support for innovation has also been constrained by weak 
capacities both within the bodies responsible for managing support, and within the final 
beneficiaries of innovation support. Whilst there is evidence that staff numbers were 
increased for 2007-2013, capacity constraints remain a challenge, and this is particularly valid 
for the new Member States. 
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3 Recommendations for 2007- 2013 and beyond 
 
 
The final section presents six recommendations as to how the identified limitations to 
Structural Funds support for innovation might be overcome.  
 
 
 

3.1 Introduce minimum tresholds for innovation allocations 
 
 
In view of the importance of innovation in the framework of the Lisbon agenda, the 
preparations for the programming period starting in 2014, should consider tightening the 
earmarking mechanism with minimum tresholds for innovation allocations.  
 
Indeed, the assessment of financial allocations for innovation in 2007-2013 (see section 2.1.1) 
has revealed significant differences between the Member States – with allocations ranging 
from just over 10% to over 60% (of European Regional Development Fund resources). Whilst 
20 Member Sates have made above-average allocations for innovation (over 27.2%), seven 
Member States have made under-average allocations for innovation (under 27.2%).  
 
Note in this context that the European Research Advisory Board has recommended the 
earmarking of some 20% for investment in research and innovation measures.64 The 
introduction of such a treshold was discussed during preparations for the 2007-2013 
programming period, however, it was considered that such a treshold would not be 
appropriate, considering the Member States' differing needs and capacities to use innovation 
funds. The assessment of financial allocations shows that most Member States have made 
significant allocations (on average, over 27.2%) to innovation without a minimum treshold, 
however, a minimum treshold might be appropriate in order to ensure that all Member States 
prioritise support for innovation (seven Member States have made under-average allocations 
for innovation). 
 
 
 

3.2 Strengthen geographic and thematic focussing 
 
 
In order to maximise the impact of the allocations for innovation, programming should also 
consider to introduce a stronger geographic and thematic focus with allocations limited to a 
small number of innovation expenditure categories and targeting specific regions.  
 
One of the constraints on impact under the 2000-2006 programmes is the distribution of 
scarce resources across too many objectives and / or target areas. With regard to the 2007-
                                                 
64 Energising Europe’s Knowledge Triangle of Research, Education and Innovation through the Structural 

Funds, European Research Advisory Board Final Report, 2007 
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2013 programming period, the Organisation for Economic Cooperation and Development's 
recent survey of the European Union notes: 'In principle, national strategic plans should 
allocate most money to the Lisbon goals but in practice the list of eligible activities is long 
and provides little focus.'65 
 
Indeed, the assessment of the Operational Programmes' resource allocations to the 11 
innovation-related expenditue categorie shows that only a minority of Operational 
Programmes concentrate resources on a limited number of specific expenditure categories.  
 
Stronger geographic and thematic focussing needs to be supported by more effective systems 
of measuring and communicating effectiveness and impact. In this context, European 
Commissioner for Regional Policy Hübner recently noted '...we badly need a simple, effective, 
and feasible system which clearly identifies upfront what the targets of policy programmes 
are, how we measure progress toward those targets, and how the commitment and the 
responsibility to reach those targets is agreed and shared among partners.'66  
 
 
 

3.3 Streamline the organisation of innovation support 
 
 
Moreover, impact is likely to benefit from a more streamlined organisation of innovation 
support instruments, and existing instruments should therefore be reviewed in order to 
improve complementarity or further integrate the different instruments under a common 
framework.  
 
Whilst recent research confirms the complementarity between Structural Funds support for 
innovation and other European Union support for innovation, i.e. the 7th Research Framework 
Programme and the 1st Framework Programme for Competitiveness and Innovation, there 
remains significant room for improving synergies between the different instruments. The 
current organisation of support for innovation can lead to duplication of efforts under parallel 
initiatives, and benefiting from synergies depends to some extent on the knowledge and 
capacities of beneficiaries. A recent European Parliament study therefore proposes that 
funding is allocated for the development of 'regional research and innovation strategic 
frameworks' to guide beneficiaries on using the appropriate support instrument. 
 
 
 

3.4 Introduce regulatory incentives for innovation measures and 
 conduct regulatory impact assessment 
 
 

 
65 Economic survey of the European Union 2007: Making the most of regional cohesion policy, OECD, 2007 
66 Speech by Regional Policy European Commissioner Hübner at the Informal Ministerial Meeting on 

Territorial Cohesion and Regional Policy on 24 November 2007 ('Future of Cohesion Policy – towards 
exploring options'). 
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Preparations for beyond 2014 should also consider the introduction of regulatory incentives 
for implementing innovation measures. The future regulatory framework could, for 
example, except innovation measures from automatic decommitment.  
 
Note that the European Research Advisory Board has recommended that 'incentives are 
adopted to encourage a greater take-up of research and innovation activity through the 
Structural Funds – such as differential grant rates or the establishment of awards for regions 
that demonstrate investment in research and innovation through the Structural Funds' .  
 
Moreover, the European Research Advisory Board recommends the establishment of lower 
co-financing requirements for innovation projects in order to reflect the perceived risks and 
long-term return associated with this type of activity, and reducing the administrative burden 
for innovation measures.67 
 
In this context it should be noted that it is often the national transposition of the Structural 
Funds regulation which has caused difficulties (so-called 'gold-plating'). This is particularly 
valid for the new Member States, which, eager to demonstrate their capacity to comply with 
Structural Funds regulatory requirements, are likely to establish a particularly restrictive 
regulatory framework with strong emphasis on control. The Member States should therefore 
consider making the national Structural Funds regulatory framework subject to regulatory 
impact assessment at the end of 2008 in order to ensure that national transposition does not 
add to complexity. 
 
 
 

3.5 Strengthen beneficiary needs assessment and intensify best 
 practice transfer 
 
 
Design deficiencies can be addressed by ensuring more rigorous beneficiary needs 
assessment at programming stage and by intensifying the transfer of best practice.  
 
Future innovation support should be more clearly aligned with beneficiary needs, and needs 
assessments should specifically consider private sector needs, a weakness under the 2000-
2006 programmes.  
 
Moreover, in order to design and implement relevant innovation measures, the new Member 
States’ Managing Authorities and Intermediate Bodies could benefit from twinning 
arrangements with their more experienced counterparts in some of the old Member States.  
 
Such partnership arrangements have been supported with success under the Phare programme 
(and will continue to operate in Bulgaria and Romania until 2008). Whilst no follow-up 
mechanisms are explicitely foreseen under the 2007-2013 Structural Funds, twinning 
arrangements could be supported with the Structural Funds allocations for technical 
assistance. 

 
67 Energising Europe’s Knowledge Triangle of Research, Education and Innovation through the Structural 

Funds, European Research Advisory Board Final Report, 2007 
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Note in this context that several new Cohesion Policy initiatives contribute to the transfer of 
best practice, e.g. Regions for Economic Change,68 Jaspers,69 Jeremie,70 and Jessica.71 
Similarly, the European Commission Directorate General Enterprise and Industry initiative 
Innovating Regions in Europe aims to encourage best practice transfer.72 The Member States 
with more limited experience of implementing innovation measures should be encouraged to 
participate in these initiatives. 
 
 
 

3.6 Build capacities 
 
 
Finally, capacity constraints can be addressed by introducing capacity building strategies 
with a specific focus on implementing innovation measures within the concerned 
Managing Authorities and Intermediate Bodies, and by delivering systematic training, both 
for the managers and final beneficiaries of innovation measures. 
 
Note that the European Research Advisory Board has recommended capacity building: 'A 
crucial factor in implementing research and innovation activities in the Structural Funds is 
access to the capacity to design and implement increasingly sophisticated policy approaches. 
Equally, programme managers must have access to personnel with the skills to appraise 
applications for funding in this area'73

 
68 See http://ec.europa.eu/regional_policy/cooperation/interregional/ecochange/index_en.cfm 
69 Jasper is a technical assistance instrument which aims to help with the preparation of major projects for 

submission funded under the Structural Funds. See 
http://ec.europa.eu/regional_policy/funds/2007/jjj/jaspers_en.htm 

70 Jeremie aims to improved access to finance for micro business and SMEs in the regions of the EU. See 
http://ec.europa.eu/regional_policy/funds/2007/jjj/jeremie_en.htm 

71 Jessica stands for Joint European Support for Sustainable Investment in City Areas. See 
http://ec.europa.eu/regional_policy/funds/2007/jjj/jessica_en.htm 

72 See http://www.innovating-regions.org/index.cfm 
73 Energising Europe’s Knowledge Triangle of Research, Education and Innovation through the Structural 

Funds, European Research Advisory Board Final Report, 2007 
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Annex 2 List of stakeholder consultations 
 
 
Madeleine Mahovsky, Deputy Head of Unit, European Commission, Directorate General for 
Regional Policy, Unit Evaluation and Additionality, 26 June 2007  

Marielle Riché,  Principal Administrator, European Commission, Directorate General for 
Regional Policy, Unit Evaluation and Additionality, 13 July 2007 and 30 November 2007 

Dr. Heinrich Wilhelm Klopp, Freistaat Sachsen, Sächsische Staatskanzlei, Liaison Office 
Brussels, 16 July 2007 

Johann Brettschneider, Freistaat Sachsen, Sächsische Staatskanzlei, Liaison Office Brussels, 
16 July 2007 

Joaquim Nogueroles i Garcia, Policy Adviser on European Affairs, Government of Catalonia, 
Brussels Office, 17 July 2007 

Imants Tiesnieks, Counsellor, Regional Policy and Financial Instruments, Permanent 
Representation of the Republic of Latvia to the European Union, 11 September 2007 

Gatis Silovs, Head of Structural Funds and private sector unit, EU fund implementation 
department, Ministry of Economy, 17 September 2007 

Ingars Sulcs, EU fund implementation department, Ministry of Economy, 18 September 2007 

Gints Priede, Structural Funds coordinator, Latvian Investment and Development Agency, 19 
September 2007 

Harijs Jordāns, Former Head of the Timber Production Federation in Latvia, 19 September 
2007 

Peter Smith, Head of Division Europe, and Geoff Scott, Team  Manager - Objective 2 
Business Support, Government Office for the North East, 2 October 2007 

Mark Jackson, Business Development Director, Knowledgehouse, 2 October 2007 

Sheena Murray FCCA, ACIS, CFO/Company Secretary, RTC Nort, 3 October 2007 

Ron Jamieson, Chief Executive, and Caroline Grundy, Funds Officer - Regional & Special 
Projects Team, Business Development Directorate, University of Newcastle upon Tyne, 9 
October 2007 

Eleftherios Stavropoulos, First Secretary, Economic Policy Unit, Regional Policy – Structural 
Funds, Permanent Representation of Greece to the European Union, 10 October 2007 

Pam Clark, Tyne and Wear Enterprise Trust Ltd – ENTRUST, 10 October 2007 

Dr. Andrew Cattermole, Tees Valley Regional Regeneration Officer - Research & Economic 
Development Support Service – REDSS, Durham University, 12 October 2007 

Valdis Segliņš, Prof., dr. geol. Head of Applied Geology Chair, University of Latvia, 15 
October 2007 

Manolis Giampouras, Head of Planning and Evaluation Unit, Managing Authority of the OP 
Information Society Greece, 16 October 2007 

Jenny Taylor, Partnership Senior Specialist, One NorthEast, 16 October 2007 

Kay Goodinson, Objective 2 Senior Sepcialist, One NorthEast, 16 October 2007 
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Jo Boaden, Director of Information, Business Link North East, 17 October 2007 

Giannis Liakos, Central Managing Authority, Greek Ministry of Economy, 29 October 2007 

Nikos Kakaris, Director, Greek Information Society Observatory, 2 November 2007 

Ioannis Larios, Greek Ministry of Economy, 5 November 2007 

Antonis Tzortzakakis, EDET, Universities’ Informatics Network, 9 November 2007 

Mariona Sanz i Ausàs, Head of European Programmes, Centre for Innovation and Business 
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Joan LURIA, Deputy Director General for Programming, Department of Economy and 
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Annex 3 Guidelines for stakeholder consultations 
 
 
The consultation guidelines aim to stimulate discussions on key issues for the effective 
support of the Structural Funds for innovation. Note in this context that the consultation 
guidelines do not intend to present a simple set of yes / no questions, but rather provide an 
overall framework for structuring the consultations and guiding the interviewer. 
 
 
Financial performance (this aims to set the context, and to identify measures which have 
experienced problems in terms of low financial absorption) 
 

 Request the financial figures (amount of European Regional Development Fund 
funding allocated by measure) for the selected priorities and measures from (1) the 
original Programme Complement,74 and (2) the current allocation (as changed by 
programme modifications subsequent to the original Programme Complement). 

 
Measure Original Programme Complement: 

 
European Regional Development 
Fund funding allocated in € (only 
ERDF, i.e. not including national co-
financing) 

Current Programme Complement: 
 
European Regional Development Fund 
funding allocated in € (only ERDF, i.e. not 
including national co-financing) 

Title of measure 1...   

Title of measure 2...   

Etc.   
 
 

 What are the figures for Structural Funds absorption (percentage of funds paid as of 
total funds available / decided) at the end of 2006 (and if available, at the time of the 
interview) at the following levels: The overall programme; The selected priority / 
priorities; The selected measure / measures. 

 
Financial absorption (Percentage of payments as of total funds available (decided 
in the Programme Complement)) 
 

Intervention level 
Annual implementation report 2006: 
 

Figures at the time of the interview 
(indicate the date): 

Programme   

Priority   

Title of measure 1...   

Title of measure 2...   

Etc.   
 

                                                 
74 This document complements the Operational Programme and presents detailed financial figures at the level 

of the measures. Note that the documents available on the regions' websites are often modified versions – we 
would like to see the financial figures for the first approved Programme Complement. 
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 If there are differences in performance (e.g. lower absorption rates for innovation related 

priorities or measures than for other priorities or measures), how can these differences be 
explained? 

 
 

 Has there been any decommitment (N+2) for innovation-related programmes, priorities or 
measures? 

 
 

 Have there been any transfers of funds from innovation-related programmes, priorities or 
measures to other programmes, priorities or measures? Please provide figures. Why was it 
decided to transfer funds, e.g. no demand?75 

 
 
Limitations to effective Structural Funds support for innovation  
 
Please describe any implementation issues which have limited or facilitated effective 
implementation of the selected priorities / measures (there is no need to analyse all the 
selected measures in depth; it is sufficient to focus on the measures which have experienced 
significant implementation problems / or which have been particularly successful). 

 
In the case of limitations, what are the regions' proposed solutions? This should also look 
at the increased importance of Structural Funds support for innovation in 2007-2013 (e.g. if 
there have been absorption problems in 2000-2006, how do the regions intend to guarantee 
absorption for increased innovation support in 2007-2013?). 
 
Note, a key challenge is to identify issues which are specifically relevant to innovation-related 
measures (and not to all Structural Funds supported measures in general): 
 
 
Strategies, coordination 
 

 Has the absence of adequate innovation strategies created difficulties for implementation? 
 
 

 Has implementation suffered from coordination problems, e.g. between different 
Structural Funds authorities? 

 
 

 To which extent have there been synergies between Structural Funds-supported 
innovation measures and other innovation initiatives supported at the regional national or 
EU level (e.g. 7th Research Framework Programme)? 
 
 

 Has limited stakeholder involvement hindered the implementation of innovation measures 
                                                 
75 This seems to have been the case for Latvia. See Latvia Country Report, Strategic Evaluation on Innovation 

and the knowledge based economy in relation to the Structural and Cohesion Funds, for the programming 
period 2007-2013, European Commission, 2006 
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(e.g. absence of public-private partnerships))?
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Design 
 

 Has the design of innovation measures sufficiently considered the needs of final 
beneficiaries? (problems in this area include limited demand for specific types of 
innovation measures, or saturation)? 
 
 

 
Capacities 
 

 Has implementation suffered from capacity constraints, e.g. Structural Funds authorities 
lack sufficient staff or staff does not have the required innovation expertise; Final 
beneficiaries (enterprises, universities etc.) lack experience in preparing and 
implementing projects? 

 
 

 
Regulations, procedures 
 

 To which extent do the Structural Funds regulations (for 2000-2006) facilitate or hinder 
effective support for innovation-related measures (e.g. the existing financial control 
mechanisms are seen to bias support against innovative and risky projects. Similarly, the 
N+2 rule favours projects of relatively short duration or those which can be planned 
easily.76 Support to complex Research and Development projects is not facilitated by 
this)? 
 
 

 Have the new Structural Funds regulations (for 2007-2013) introduced any improvements 
(e.g. N+3 in the new Member States, Portugal and Greece)? 
 
 

 Have selection and implementation procedures hindered Structural Funds support for 
innovation, e.g. are final beneficiaries overburdened by demanding procedural 
requirements (lengthy application procedures, demanding reporting requirements, 
excessive control)? Have there been any attempts to introduce more user-friendly 
procedures during 2000-2006 or for 2007-2013? 
 
 

 Have co-financing requirements (and absence of advance payments) hindered the 
participation of the private sector? 

                                                 
76 The Structural Funds are subject to the so-called 'N+2' rule. Article 31, Council Regulation 1260/1999 of 21 

June 1999 laying down general provisions on the Structural Funds stipulates the automatic decommitment of 
funds by the end of the second year following the commitment, which has not been settled by a payment on 
account or for which the Commission has not received an acceptable payment application. 
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