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I. Political background to the report

At a time of economic recession and resulting budget constraints, and in an increasingly 
competitive global environment, it is crucial that the European Union should keep improving 
its capacity to innovate. That is why it has set itself the goal of becoming an ‘Innovation 
Union’1. 

Past experience has shown that, in the absence of a comprehensive overall strategy, EU 
investment generally, including in research, development and innovation (R&D&I), has often 
failed to produce the desired results. Funding has been spread too widely, policy decisions 
have been taken at a level too remote from the reality on the ground and there has been a lack 
of networking among the various stakeholders and the tiers of administration concerned. It is 
time to turn a page. The budgetary and economic restrictions at both Member State and EU 
level mean that funding can no longer be distributed as widely as in the past: it must in future 
be targeted with particular care. Effective cooperation among all those involved at every level 
(‘networking excellence’) will be crucially important in this respect.

In order to ensure more efficient use of the Structural Funds in future, the concept of 
‘thematic concentration’ has been introduced into the relevant legislation, with 11 thematic 
objectives and various ‘ex-ante conditionalities’. In order to be able to draw on the European 
Regional Development Fund (ERDF) in support of thematic objective no 1, regions are 
required to focus their investment in R&D&I via ‘smart specialisation strategies’. The 
preparation of such a strategy will be a compulsory pre-condition (i.e. an ex-ante 
conditionality2) for accessing ERDF funding for R&D&I3 in the 2014-2020 funding period.

The regions are currently at a crucial stage in drawing up the conditions for funding in the 
2014-2020 funding period, and the Commission is already negotiating the content of 
partnership contracts and operational programmes with the Member States and regions. This 
means that Member States and regions now need to determine what their priorities will be 
under the new funding policy and to draw up the funding conditions that the EU requires. In 
parallel, the EU institutions are in the process of concluding negotiations on the legislative 
framework for the new 2014-2020 cohesion policy. Such is the challenging context in which 
the report is being drafted.

Policymakers have very high expectations of the new approach, which was developed as a 
research concept just a few years ago and is now being implemented in the form of an ex-ante 
conditionality. The research community is also keen to see proof of its effectiveness in 
practice. The challenges for all the stakeholders are already becoming clear, as are the risks of 
this new and demanding process.

                                               
1COM(2010)546, including p. 24 thereof.
2Article 2(new) of the proposed Framework Regulation and Annex V thereto, Ex-Ante Conditionalities; see also 
Commission Factsheet No 10 on ex-ante conditionalities. The objective of strengthening R&D&I includes 
developing excellence in research and innovation, boosting corporate investment in it and strengthening the 
‘knowledge triangle’.
3Thematic objective in accordance with Article 9(1) of the proposed framework regulation (2011/0276(COD)) –
henceforth ‘the Framework Regulation’ – and with Article 5(1) of the ERDF framework regulation as at 
3.6.2013.
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II. Structure of the working document

The rapporteur intends this working document as a basis for further discussion of the own-
initiative report in committee. The first part of the document outlines the legal framework and 
what that requires of the regions. The rapporteur then explores a number of questions with a 
view to elucidating the S3 strategy and the challenges and risks it presents for all involved, as 
well as highlighting some best practices.

III. The Smart Specialisation Strategy (S3)

The complexity of the strategy makes it hard to offer a ready definition. The negotiations 
between the Commission, Parliament and Council have now produced agreement on certain 
elements, outlined below.

1. Definition proposed by the Commission, Parliament and Council1

‘Strategy for smart specialisation’ is the term used for a national or regional innovation 
strategy that sets priorities for the development of competitive advantages. The idea is to 
promote research and innovation strengths that address companies’ needs so that the response 
to emerging business opportunities and market developments is consistent, while duplication 
and fragmentation of effort at EU level are avoided. 

2. What the regions are required to do2

The legal framework stipulates a process to be followed by the regions.
 They must begin by assessing their own strengths and needs, as well as the desired 

outcomes, using a SWOT analysis or similar technique. 
 The S3 strategy will thus concentrate resources on a limited set of research and innovation 

priorities.
 It will include measures to stimulate private investment in research, technology and 

development (RTD).
 It will include a monitoring and review system3.
 Member States are also required to adopt a framework outlining available budgetary 

resources for research and innovation, including a multi-annual plan for budgeting and 
prioritisation of investments linked to EU priorities (European Strategy Forum on 
Research Infrastructures – ESFRI).

Provided this procedure is followed, it is not intended that the Commission will conduct any 
wider-ranging review of the content of the strategies4. In the absence of a strategy or if, by the 
date for approval of operational programmes, no action plan is in place to ensure the 

                                               
1 Article 2 of the proposed Framework Regulation, text as at 17.6.2013, following trilogue conclusions.
2 See Annex V of the proposed Framework Regulation (former Annex IV), following trilogue conclusions.
3 There was no majority for the proposal for a review system.
4 Article 17.4(new) of the proposed Framework Regulation, still under discussion: ‘consistency check’; 
Commission guidelines, part I, March 2013, p. 16.
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implementation of a strategy up to 2016, no ERDF funding will be made available1 for the 
thematic objective of R&D&I2.

IV. Questions

1. Is there not a conflict between, on the one hand, the fact that the strategy is a binding 
requirement and, on the other, the flexibility that a place-based approach demands? Is 
there not a risk that this ex-ante conditionality will become a merely formal 
requirement?

It is an intrinsic feature of the ex-ante conditionality that each region should work out its own 
strategy tailored to its needs. Only the regions themselves can ultimately determine what will 
strengthen their potential for innovation. At the same time, the legislation includes general 
stipulations for all regions on thematic concentration and methodology. In the interests of 
ensuring that funding is used efficiently, the Commission is empowered to suspend payments 
in the event of non-compliance.

It is difficult to determine the requisite level of checking. The Commission can only check 
whether the regions have applied the stipulated methodology and produced their strategies; it 
cannot check the content of the strategies3. There is thus a certain inherent risk that this ex-
ante conditionality will become a merely formal requirement. 

 This means that an S3 strategy is not, of itself, a magic formula: it is simply a tool. What 
will spur regions to come up with a good, comprehensive innovation concept for the 
future benefit of their citizens will not be this conditionality but rather their own best 
interests. If the regions do not regard the strategy as an opportunity, there can be no 
successful outcome, no matter what form the legislative framework takes. 

If the process of preparing a strategy is properly carried out, it will be a challenging and 
complex task for the regions. Accordingly, they should take a long-term and very 
comprehensive approach, so that their innovation strategies do more than comply with the 
legal stipulations, and look beyond the next funding period4.

2. Can the strategy work as a cohesion policy concept for all regions, irrespective of how 
innovative they are and of their level of development?

Different regions are starting from different bases in terms of infrastructure, human resources 
and differing strengths and weaknesses. This necessitates different approaches to 
strengthening regional systems for innovation. Realistically, only a few regions are capable of 
becoming ‘innovation leaders’, producing groundbreaking technology and other forms of 
innovation. Most will be what are termed ‘follower’ regions, applying innovative 
                                               
1 No ‘interim payments’ will be made within the meaning of Article 17(5)(new) of the proposed Framework 
Regulation, text as at 10.6.2013, following trilogue conclusions.
2 See Article 17(1) et seq., agreement not yet reached; and Commission guidelines of March 2013, p. 18. The 
intention is that amounts should be commensurate with progress and in accordance with the nature of the funds.
3 See Part III, point 2, and footnote 6.
4 Linking in, for example, other funds such as the ESF and other thematic objectives.
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developments in new ways. Finland is an example in this regard: it has used nanotechnologies 
developed elsewhere to modernise the wood and paper industries that underpin its economy. 
Only this kind of broad strategic approach is capable, in any region, of bringing about 
economic transformation, thus justifying the use of cohesion policy funding for research and 
innovation. Any other approach would leave sections of the structural funds functioning 
simply as a secondary research programme.

 The framework conditions for the strategy must therefore be designed to enable any 
region, whatever its current situation, to use it as a tool for progress. The ERDF 
Regulation’s thematic objective no 1 should be interpreted in the broadest possible sense
and the focus should shift perceptibly from research to innovation. If the concept of 
innovation is understood to apply across a broad spectrum and not just to specific 
technologies, it will be of relevance to every region.

 The rapporteur sees a risk here of regions going all out for R&D. It is surely crucial that 
the concept of innovation should be open to broader interpretation, which will depend on 
the givens in each region, and that it should not stop at technology-oriented innovation.
The strategy should be underpinned by a wide-ranging conception of innovation, 
embracing not merely high-tech but also low-tech and, indeed, non-technical innovation 
and innovative practice: innovation in the provision of services, process improvements 
and the transformation of organisational or business models, marketing, branding and 
design developments, environmental innovation and social innovation (addressing, for 
example, the challenges of active ageing or demographic change).

 A further and not insignificant consideration is the amount of money that the heads of 
state and government will make available and how much discretion the regions will have 
as to its allocation. Even better-developed regions should continue to find it worthwhile to 
promote innovation; otherwise they will simply not bother with an innovation strategy. 
Such an outcome would be counterproductive and should not be permitted.

3. Why is the ‘entrepreneurial discovery’ process so important? Is a bottom-up 
approach realistic? Is there sufficient stakeholder involvement?

The research community and the Commission set much store by the new bottom-up approach. 
Unlike earlier innovation strategies, this one will not be directed from on high. Instead, the 
regions are to produce their own vision for the future through a process of ‘entrepreneurial 
discovery’ involving relevant businesses, whether SMEs or major groups, as well as research 
institutions and other stakeholders. 1

 The rapporteur sees this as a particularly problematic element of the strategy. While the 
final decisions must inevitably be taken at political level, no proper assessment of a 
region’s strengths and weaknesses will be possible without the adequate involvement of 
stakeholders. Particular emphasis in the process is placed on ‘businesses’. It is only 
natural that they should be the best judges of what will meet their needs and reflect their 
potential. It is the role of research establishments, universities and facilities such as 

                                               
1 See Annex I, point 4.3.2. of the proposed Framework Regulation: ‘… involving national or regional managing 
authorities and stakeholders such as universities and other higher education institutions, industry and social 
partners in an entrepreneurial discovery process’.
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innovation incubators to enable businesses to be innovative, on the one hand by delivering 
application-oriented research findings and on the other through ‘knowledge spillover’ at a 
personal level. Innovative products and services are then created either by newly 
established (spin-off) companies or by existing businesses, thus driving regional economic 
transformation and improved competitivity. An innovation strategy can work only where 
there is first-class cooperation between these stakeholders and also with the policy-making 
authorities (this is the ‘knowledge triangle’). 

 The question arises here as to whether regions are involving the relevant stakeholders 
sufficiently or whether they are merely going about business as usual, consulting their 
usual interlocutors in the usual way. No real vision can emerge from consultation within a 
cosy circle. There must seats at the table, for example, for the entrepreneurs of the future; 
and the entrepreneurial discovery process must entail much more actual, in-depth
discovery than has taken place in earlier consultation processes.

 Administrative capacity is a sine qua non. The authorities responsible must adopt a 
flexible, modern approach to both the selection of stakeholders and the facilitation of the 
discovery process.

4. Is the time frame for producing the strategy realistic?

It was as recently as autumn 2011 that the Commission proposed this ex-ante conditionality. 
The operational programmes now have to be approved by the Commission within the coming 
weeks and months. It is unlikely that regions which have just started to prepare their strategies 
will be able to submit them in finished form along with their operational programmes. There 
is a risk that the requisite in-depth process of involving relevant stakeholders, and especially 
businesses for the purpose of entrepreneurial discovery, will not be properly conducted1. It is 
therefore important that the legal framework should include provision for the submission of 
an action plan as an alternative to a fully fledged strategy. The plan should indicate who is 
responsible for preparing the strategy and when it is expected to be implemented, the latest 
completion date being the end of 2016. It is clear that many of those regions commonly cited 
as good examples have already been working hard on their regional innovation strategies for a 
number of years, or indeed decades. So the strategy has to be seen as entailing a policy 
learning process for all those involved – a process bound to extend well beyond a single 
programme planning period. Care must be taken, however, to ensure that old innovation 
strategies are not simply recycled, with the resultant repetition of past errors, such as failure to 
involve regional businesses properly.

5. What are the risks when setting priorities? How do we get them right?

Smart specialisation entails a Member State or a region setting priorities for research and 
innovation funding in a way that reflects regional strengths and comparative advantages, and 
directing support to those areas where the potential to be sustainably effective is greatest. The 
priorities are set on the basis of strategic knowledge of the region’s assets2, challenges3, areas 
                                               
1 See question 3.
2Including the region’s sectoral structures, clusters, universities, research institutes, science and technology 
capacity, areas of specialism, human and environmental capital, access to markets and taxation arrangements, as 
well as links and relationships with other regions.  
3Including, for example, an ageing population, demographic change, labour market problems, remoteness in 
terms of business location and other environmental factors
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of competitive advantage and potential for excellence. To glean such knowledge, a region 
must undertake a process of frank self-assessment using adequate indicators.

 The question of precisely what priorities to look for is a difficult one in almost all regions, 
even those that are better developed. Regions do not want to find that they have backed 
the wrong horse if anticipated market developments do not materialise. There is also a fear 
of vulnerability to external shocks. Businesses that cannot identify with the priorities 
might relocate. Especially in times of recession, regions tend to favour a relatively broad-
based economy. Their instinct is often to go on supporting ‘old’ clusters or to copy tried 
and tested formulae. Moreover, stakeholders are keen to see their areas of activity 
reflected; and the fortunes of the big players in the regional economy are a matter of 
concern for medium-sized companies too. If the set of priorities is overly broad, however, 
the errors of the past will be repeated, funding will be distributed indiscriminately and 
investment will have less impact.

 It is crucial to get the right mix of specialisation and openness or variety, and in particular 
not to become dependent on a single technology or sector. A good mix can be achieved 
where a region begins to develop technologies, products and services that are related to its 
existing successful technologies or areas of skill (‘related diversity’), as the knowledge 
spillover effect will thus be maximised.

 Ideally, efforts should thus be focused on activities applicable across a range of sectors 
and on technologies that have an impact on the entire regional economy.

 The rapporteur also believes that the more care is taken in consulting representatives of 
interested parties and developing a statistical basis for self-assessment, and for a 
monitoring system, the less likely it is that things will go wrong.

 Should problems emerge, however, the regions must have scope to adapt their processes 
(including within a given funding period). A basic necessity here – and one under-rated by 
many regions – is a well designed monitoring system. Decision makers also need to have 
the courage to adapt as necessary.

6. Do regions receive enough guidance and support?

The current process of negotiating partnership contracts and operational programmes 
inevitably entails very close cooperation with the Commission’s DG REGIO, and in fact it 
offers the regions their only means of determining whether they are capable of fulfilling the 
ex-ante conditionality. The Commission also publishes various guidelines to assist the self-
assessment process and promote better understanding of the strategy. Moreover, the so-called 
S3 Platform1 has been set up to support the regions as they implement the process. The 
platform works chiefly through a system of peer review workshops: regions that are already 
well advanced with the process or have completed it advise others which are still at an earlier 
stage. However, only some 130 regions have registered with the platform2. While registration 
is not compulsory, it represents an opportunity that every region and/or Member State ought 
to take up. There is no doubt that they all have something to learn or to contribute. 

7. What form can external connectivity take? Is it realistic? Are the right conditions in
place for it? Can the jigsaw of regional strategies be fitted together to benefit the EU as a 

                                               
1 http://s3platform.jrc.ec.europa.eu/home, set up in 2011 in Seville.
2As at May 2013.



PE514.671v01-00 8/10 DT\940990EN.doc

EN

whole? 

The biggest question mark in the strategy undoubtedly concerns ‘external connectivity’. The 
intention is not only that stakeholders within a region should cooperate more closely but also 
that regions should use their strategies to look outwards and situate themselves in European 
value chains. In drawing up their strategies they are to explore how they could cooperate 
effectively with other regions, for example through close collaboration between research-
intensive clusters and inter-regional exchanges between research institutes1. 

Of course, certain regions have already achieved such exemplary arrangements, with close 
inter-cluster cooperation. The regions in questions, however, are clearly either ‘research-
driven’, and can thus tap into the Regions for Knowledge initiative under the 7th Framework 
Programme (FP7), or else they are home to companies that operate worldwide and have their 
own business models which include this sort of networking. 

By comparison, the great majority of regions are not well connected. How can that situation 
be changed? 

Silicon Europe is a textbook example of transnational cooperation already in place. It 
is an alliance of high-tech microelectronics and nanoelectronics clusters, i.e. groups 
of companies and research establishments based in regions in Germany (Dresden), 
the Netherlands (Eindhoven), Belgium (Leuven), France (Grenoble) and Austria 
(Villach). Each of the regions involved derives major economic benefits from this 
specialisation and collectively they are putting the EU at the forefront of global 
competition and contributing to the achievement of the EU 2020 targets.

Territorial cooperation can be particularly helpful in promoting economic development 
through R&D&I. 
o A low level of R&I in neighbouring regions can be improved through cross-border 

collaboration. 
o Territorial cooperation can also be used as an element of interregional cooperation to 

boost collaboration between research-intensive clusters and exchanges between 
researchers and research institutions2.

 However, the rapporteur foresees problems with the scant allocation of funding for this 
objective proposed by the heads of state and government. If the provision in question is to 
be meaningful – as Parliament has urged – then substantially more money is needed.

The joint innovation strategy pursued by the German regions of Berlin and Brandenburg is an 
interesting example of inter-regional cooperation. These two regions have been collaborating 
on specific projects since the 1990s. Between 2007 and 2010 they produced the joint 
‘InnoBB’ innovation strategy3.

                                               
1Annex I, point 7.2.1 of the proposed Framework Regulation.
2 Proposed European Territorial Cooperation (ETC) Regulation, text as at 3.6.2013, recital 5 et seq.
3  http://www.berlin.de/imperia/md/content/sen-wirtschaft/inno/strategie.pdf
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 This example shows just how lengthy the process of inter-regional coordination can be 
and what a huge additional effort is required of all those involved to coordinate legal 
frameworks, strategies and operational programmes. 

 Implementing such cooperation demands great flexibility in terms of both policy and 
administration. The ministries involved will undoubtedly have had to embark a long-term 
learning process. All in all, a very long preparatory phase must be factored in.

 The process will be especially difficult if it involves neighbouring regions that belong to 
different Member States. Thus far, in many cases, the requisite investment of time and 
effort in coordinating different regions’ strategies and operational programmes has proved 
too great.

 Future prerequisites will include not only adequate, modern administrative capacity but 
also a legal framework that is sufficiently flexible, notably with regard to project 
eligibility1. Whether the legislators have yet done enough in this regard will become clear 
in the forthcoming funding period. 

With regard to the stipulation that the strategies should avoid duplication and fragmentation, 
regions often want to know whether and to what extent the Commission can help to steer the 
choice of priorities. This is not clear from the legislation. The Commission may, however, be 
able to suggest to the regions how they might improve their international connectivity. 
Certainly, regions considering a cooperative partnership can get the data they need from the 
S3 Platform.

8. How, in practice, could synergies be pursued between the various EU funding 
instruments, such as Horizon 2020 and the Structural Funds? Is the legislative 
framework adequate? What form would the necessary coordination mechanisms take? 

The general strategic framework includes provision for encouraging Member States, in 
connection with their strategies, to pool all potential resources for R&D&I so as to be as 
effective as possible. This means – alongside national and regional funding and private capital 
– drawing not only on the Structural Funds but also, and importantly, on Horizon 2020.

Synergy effects between the Structural Funds and Horizon 2020 can be achieved, firstly, by 
preparing regional researchers and innovators, particularly through the development of 
research capacity, for a higher level of participation in Horizon 2020 in the future (the concept 
of the ‘stairway to excellence’ as a means of widening participation)2. This can be achieved, 
for example, by twinning or teaming centres of excellence or innovative clusters in less 
developed regions, and regions that are ‘low performing’ in terms of R&D&I, with leading 
centres of excellence or clusters elsewhere in Europe3, using support from the Structural 
Funds to upgrade small regional research institutions to become centres of excellence, 
creating ERA university chairs, modernising universities and the provision of further training 
for researchers, or developing advice centres for potential participants in Horizon 20204.

                                               
1 Article 60(2) of the proposed Framework Regulation provides that up to 15% of the support from the ERDF 
may be allocated to priorities outside the programme area.
2 Annex I, point 4.2a of the proposed Framework Regulation.
3 One example is the cooperation between the Max Planck Institute and Eastern European Member States.
4 Annex 1, point 4.3.4 of the proposed Framework Regulation and the Commission’s factsheet on synergies 
between the ESIFs and Horizon 2020.
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Secondly, there should be measures to promote the economic benefits of research findings, 
under FP7 or at a later stage Horizon 2020, for example, as well as the creation of an 
innovation-friendly environment for business, for example through early-stage funding for 
spin-offs, living labs etc.

All those involved face a range of challenges. The pressure of expectation is high because 
businesses have been waiting for years for better framework conditions. The first step has 
been to produce a coordinated legal framework: to strengthen the synergies between the 
various EU Structural and Investment Funds (ESIF), a common legal framework has been put 
in place, providing, for example, for the use of multi-fund programmes1. 

Coordination between the ESIFs and Horizon 2020 – notably with regard to eligibility, 
invoicing arrangements and rules on participation – is of particular importance for S3 
strategies. Because the different programmes have different governance approaches, this 
process is particularly challenging. Successful coordination between the programmes depends 
on close cooperation between the relevant directorates-general of the Commission prior to the 
drafting of proposals, during the legislative procedure and in consulting with the regions. This 
lengthy process got underway at a late stage. For example, the guidelines for regions on how, 
in practice, to achieve synergies are not to be published until autumn 2013. The close 
inter-DG cooperation long urged by Parliament has been slow to get under way. Bureaucratic 
ways of thinking, here as elsewhere, need to adapt to the new challenges.

The effort of coordination required is growing not just within the Commission but in terms of 
coordination between the Commission and the national authorities responsible for 
administering the Structural Funds, as well as the national Horizon 2020 contact points, 
businesses as potential applicants and advice centres such as the European Enterprise 
Network (EEN), with regard to the planning and application processes. In Member States with 
a federal structure all this is particularly challenging. Again, close support and advice from 
the Commission is essential.

V. Looking ahead

The rapporteur looks forward to a lively discussion in Committee and to the initial assessment 
by GD REGIO of the regions’ progress towards fulfilling the ex-ante conditionality. He will 
also continue to welcome comments from stakeholders and regions.

                                               
1 Annex I, point 3.2.a of the proposed Framework Regulation.


