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Abstract 

The study examines the territorial dimension of RTDI as supported by 
Structural Funds and the Framework Programme. A comprehensive 
analysis of the drivers of innovation reveals bottlenecks and success 
factors in realizing a territorial approach of RTDI. 23 case studies 
illustrate approaches fostering innovation and regional innovation 
supported by European funds. The study suggests to strengthen regional 
capacities for utilizing the earmarked RTDI Cohesion funds and to 
improve local anchoring of research projects.  
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EXECUTIVE SUMMARY 

The Lisbon Strategy’s goal was already ambitious – for the European Union to become “the 
most competitive, dynamic, knowledge-based economy by year 2010” – when it was 
proclaimed in 2000. The original challenge, re-crafted in 2005, was also enormous, to 
create more and better jobs by modernising the European economy.  

These overarching goals were refined into specific targets, 3% of Europe’s Gross Domestic 
Product (GDP) being invested in Research and Development (R&D), and an employment 
rate of 70% of the active population, which were to be achieved by the end of next year 
(2010). An additional element has now added itself to this matrix, the global economic 
recession with its negative impacts on employment, consumption and investment. EU 
support for, and facilitation of, Research, Technological Development and Innovation 
(RTDI) is one of the main policy approaches deployed to achieve these goals. 

This study for the Committee on Regional Development of the European Parliament 
examines this whole area against the background of “Moving towards a territorialisation of 
European RTDI policies”. It addresses this task through an extensive review of documents 
and published research, complemented by 23 case studies of innovation experiences across 
the EU. Appropriate case study examples are cited throughout the study. The complete 
sample of case study abstracts can be found in the Annex. 

Chapter 2 lays the foundations by tackling the vital, obvious, yet often under-addressed, 
question of what innovation actually is, and what elements lead to economically, 
technologically and socially successful innovation. This is no academic pursuit of knowledge 
for its own sake. An understanding of the realities of innovation and the elements which 
facilitate its flowering, has to be a sine qua non for evaluating existing innovation support 
policies and suggesting avenues for more effective future actions. 

Research shows that public investment in RTDI does have a positive impact on growth and 
employment. A positive impact that is, however, more visible in the long term. Public 
investment facilitates and boosts innovation, but is only one of the factors that does so. 
Achieving the correct blend of these factors is therefore one of the keys to achieving 
success. 

Having achieved a working definition of innovation, the next challenge was to define RTDI. 
The term actually describes a set of processes which are sometimes, though not always, 
interrelated. In larger firms or more high-tech industries innovation often follows a classical 
linear approach where R&D departments develop new products which then pass through 
testing into production within the firm. In less high-tech industries and many Small and 
Medium-sized Enterprises (SMEs) innovation inputs often come from other sources – 
informal networks, feedback from clients and suppliers, innovation institutions or 
personnel. Identifying the real economic make-up of a region will therefore influence the 
choice of innovation support measures. 

Innovation is born where interactions between the generation and diffusion of knowledge, 
and interactions between knowledge application and exploitation meet. These interactions 
happen on-site and in the region – where they are often called the “local buzz” – and 
should also form part of global information and innovation pipelines. SMEs are sometimes 
isolated from the former, and more often lack connections to the latter. Regional policy 
actors have major roles to play in facilitating “Regional Innovation Systems” where 
potential beneficiaries are identified, then integrated into ‘innovation positive’ 
environments. 
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Innovation is almost invariably labour intensive, and can often be capital intensive as well. 
Economies of scale and access to operational and capital financing therefore play a 
determining role in persuading firms to risk the necessary investments, and supporting 
them when they do so. Innovation thus comes to be seen as a ‘public good’. Public action is 
essential if market imperfections are to be counterbalanced. Otherwise innovation will 
continue to be concentrated in those regions, which already have an established innovation 
track record. 

Such support can cover a broad range of actions from infrastructure development through 
financial incentives to training, guidance material and many others. Organisational and 
societal support elements may prove to be as important as technological innovation in 
boosting a knowledge-based economy throughout the EU. 

Chapter 3 moves on to focus on the territorial dimension of current European RTDI 
policies. Here a variety of instruments deploy considerable resources to supporting the 
Lisbon goals for the current 2007-2013 programming period. The primary instruments are 
Structural Funds, the Framework Programme for Research (FP7), and the Competitiveness 
and Innovation Programme (CIP). 

60% of the Cohesion funds for Convergence and 75% of those for Competitiveness are now 
earmarked for Lisbon-related objectives. These ratios are obligatory for the older Member 
States (EU 15) and optional for the new Member States (EU 12). Structural Fund 
Operational Programmes devote around €26bn to RTDI measures. A figure that rises to 
€86bn if a wider set of innovation related measures are included. The 7th Framework 
Programme has a budget of €53.2bn, and the CIP adds a further €3.6bn. 

These instruments now share a common programming period, but the fact that they were 
designed with different innovation targets, and target audiences in mind still shapes their 
funding decisions.  

The Structural Funds tend to concentrate on innovation infrastructure, with most funding 
going to knowledge producers. Relatively little is available for what can be termed 
innovation governance. This concentration partly explains, and almost certainly 
perpetuates, a remarkable concentration of Structural Fund RDTI funding on the more 
successful innovation regions.  

FP7 focuses on research excellence, so those applying for FP funding tend to those with the 
highest potential for excellence in research. FP7 has, for the first time, a regional capacities 
element and coupled with the Regions of Knowledge initiative, this now includes 8.35% of 
FP7 funding. Applications under these headings have far outnumbered the (limited) 
resources available. 

The question of over-concentration on supply-side, as opposed to demand-led innovation, 
is posed. The RIS/RITTS 1994-2006 was a unique initiative embracing local stakeholders 
and helping them analyse their innovation needs and possibilities. 

The question of addressing a more “Triple-Helix” approach to innovation involving centres 
of knowledge production, centres of knowledge implementation and centres of local 
administration is frequently not posed, much less answered. 

The study concludes that significant, although inadequate, resources are available through 
different instruments. None of these instruments were designed to specifically target 
regional innovation as such, and they tend to focus on aspects of innovation, rather than 
innovation as a cohesive process. 

This leads naturally to the role of governance in innovation policies, which is the subject of 
Chapter 4. Governance plays a crucial role in knowledge-based economies. The trend in 
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governance is increasingly one of governance through networks involving all the different 
stakeholders. 

There is an understandable tendency for national RTDI policies to concentrate on zones 
that are already successful, notably central urban areas. Less favoured regions therefore 
tend to look to European initiatives to help them redress this imbalance. This reinforces the 
need for multi-level governance networks in the innovation domain. Stakeholders need to 
work together locally (horizontally) and with the national and the European levels 
(vertically). 

Innovation policy demands an evolution from understanding the process of innovation to a 
policy learning governance model. This shift is neither homogenous nor universal as there 
is a degree of inertia in all governance structures. The real balance between the shift in 
innovation policy and the inertia of some stakeholders varies on almost a case-by-case 
basis. 

Successful regional innovation policies require organisational, institutional and financial 
capacities to facilitate and support the linking of the regional business sector into wider 
networks. Although this requirement is widely recognised, few resources are available for 
developing such regional human and material capacities when compared with those 
available for projects. 

The approaches and implementation of the different European policies and instruments 
tend to largely reserve a managerial/implementation/utilisation role for local and regional 
stakeholders. Development of an effective RTDI system of multi-level governance would 
require a greater role for local stakeholders in designing and defining many of the 
elements. 

The LEADER and EQUAL Community initiatives did support the emergence of new 
governance models particularly the active involvement of local stakeholders and supported 
innovation in a non-technological, but societal and governance context. LEADER+ was also 
instrumental in assisting the emergence of local/territorial projects. 

Experience suggests that the capacity of a regional body to reach out and build operational 
networks involving stakeholders such as local educational and economic actors plays at 
least as important a role as the formal status of the regional body in question. 

Chapter 5 seeks to pull all these different and diverse strands together into a relatively 
coherent set of conclusions and recommendations. 

Understanding and approaching innovation as a dynamic and complex process involving its 
stakeholders and influenced by its environment is sine qua non for modernising Europe’s 
economy. The Lisbon strategy therefore needs to reinforce the role of regional innovation 
as a driver of change and growth towards a more modern European economy.  

The regional realities, in particular their differences, need to be seen as development assets 
rather than as obstacles. This suggests that policy makers should avoid designing and 
advocating standard “one size fits all” innovation approaches. Policy research needs to be 
strengthened in terms of grasping the innovation needs and barriers in different industrial 
and regional settings. Local stakeholders should be offered clear, usable, advice. Advice 
materials may need to be produced in the national languages. 

Regions need to be involved in the whole process. While additional resources are certainly 
required, differentiated local and regional strategies would improve the return on current 
investment levels. The role of regions in designing and implementing such strategies should 
be enhanced. This is not so much a question of formal competences, more one of flexible 
resources and support for capacity building. 
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Innovation should be at the heart of cohesion policies and should reinforce innovation 
processes in regional settings. Innovation needs a broader focus – especially in weaker 
regions. New policy approaches involving relevant actors jointly developing strategies, 
implementing and evaluating them require support, backing and reinforcement from 
European policies. Extending the focus of innovation from a technological to a societal and 
organisational one, accepting the triple helix (public bodies-research-industry) basis, and 
linking to national and international actors and systems is an avenue of approach that 
requires more attention. Systematic efforts should be made to encourage and facilitate 
interregional communication and cooperation. Such efforts would be pointless if they did 
not include sufficient financial resources.  

Actions that strengthen development regional competencies should be supported. This 
could include incentives and resources for the development of regional innovation 
strategies. Efforts must be made to reduce or alleviate the barriers to regions and SMEs 
benefiting from innovation approaches under the various European sectoral policies. 

The effectiveness of earmarking funds for specific goals needs to be evaluated. Particular 
attention should be paid to measures to improve regional absorption capacities through 
capacity building. Greater capacities and an increased participation would probably lead to 
different approaches in different regions. Funding systems would then need sufficient 
flexibility to able to respond to these different approaches, including more venture capital 
and other funding mechanisms for enterprises. 

RIS/RITTS is the only European policy instrument supporting policy development based 
on an analysis of regional innovation systems, capacities and implementation – including 
networking and exchange of experience. A programme with a similar focus should be re-
established. Successful elements of the RIS/RITTS approach, especially cooperation 
between regional actors of different Member States and regions need to be reinforced in all 
programme strands. European policies play a very important role in giving guidance, 
directions and support for such approaches. Mainstreaming innovative policy approaches 
like RIS/RITTS, Leader and EQUAL runs the risk of eliminating these “niche approaches”, as 
they often do not fit well into mainstream policies. European policies are asked for 
stimulating innovation in policy making.  

Although the European Research policy should continue to support excellence, more 
attention needs to be paid to better embedding FP7 projects in the regions where they are 
carried out. Initiatives linking FP7 to regional actors and policy makers have stimulated 
many interesting projects. As demand outstripped available funding, more resources are 
urgently needed in this area.  

The essence of the different constraints and bottlenecks which this study has identified, and 
the recommendations it puts forward in terms of removing or at least alleviating them, is 
that the overall policy approach has to be more focused on the regions. A key element of 
this enhanced focus has to be a greater involvement of regional stakeholders in designing 
and implementing those vital policies. 

Given the scale of the challenges facing innovation in Europe, and the depth of the 
economic recession, greater resources will certainly be needed. These would be 
considerably more effective if the skills, insights and ideas of the end users formed an 
integral part of deciding on how those resources could best be used. 

 


