Exploratory Team Report on
ECO-INNOVATION

Driver:

Expert:

ILP Consortium:

Mr Sven Krueger, VDI/VDE
Innovation & Technik (DE)

Ms Anna Moreno, ENEA Research
Centre (IT))

Mr Nils Gabrielsson (INNO)

3 May 2007

O INNO

Y PR
~> EUROPE



Exploratory Team Report on ECO-INNOVATION

Page: 2 of 19

Definitions'

Eco-innovation , the creation of novel and competitively priced goods, processes, systems, services, and
procedures that can satisfy human needs and bring a better quality of life to all people with a life-cycle minimal use
of natural resources (material including energy, and surface area) per unit output, and a minimal release of toxic
substances (‘eco-efficiency’, ‘resource efficiency’). (LeMI definition)

Eco-innovation is any form of innovation aiming at significant and demonstrable process towards the goal of
sustainable development, through reducing impact on the environment of achieving a more efficient and
responsible use of natural resources, including energy. (CIP definition)

Eco-industry is part of the industry pro-actively and demonstrably involved in eco-innovation and includes
businesses across all sectors that are pro-actively and demonstrably involved in eco-innovation, including novel
solutions to satisfy legally set standards, norms and requirements. (LeMI definition)

Cleaner Production is the continuous application of an integrated preventive environmental strategy to processes,
products, and services to increase overall efficiency, and reduce risks to humans and the environment. Cleaner
Production can be applied to the processes used in any industry, to products themselves and to various services
provided in society. (United Nations Environment Programme definition)

Eco-efficient technology means all technologies which directly or indirectly improve the environment. It includes
technologies to limit pollution through decontamination, more environmentally friendly products and production
processes, more effective resource management, and technological systems to reduce environmental impacts.
Reduced environmental impacts must not necessarily be the primary objective of an eco-efficient technology. This
interpretation is in accordance with the EU and Organization for Economic Co-operation and Development (OECD)
definition of “environmental technology”. Eco-efficient technology may, for example, be wind turbines, fuel gas
cleaning, water treatment, enzymes in animal feed and washing powder, biofuels technology, energy-saving
pumps, environmentally friendly substitutes for phthalates, LED traffic lights, efficient ship engines, environmentally
friendly salmon farming plant, and precision pesticide spraying machines for agriculture.

' Based on Europe INNOVA Thematic Workshop on “Lead Markets and Innovation" held in Munich June 29th and 30th, 2006 (in the following
we will refer to this document as the LeMI document) and DECISION No 1639/2006/EC OF THE EUROPEAN PARLIAMENT AND OF THE
COUNCIL of 24 October 2006 establishing a Competitiveness and Innovation Framework Programme (2007 to 2013) (in the following we will

refer to this document as the PIC programme)
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1. Identification of a challenge and the benefit of trans-national
cooperation to address it

Our present western world life-style and the fast development of mega-economies such as China and India are
putting sever pressure on natural resources and the environment. Even in the short to medium term this is not
sustainable. Consumption and production patterns need to change fundamentally in order to decouple economic
growth from environmental pollution and use of resources (achieving sustainable development). Without innovation
in the environmental technology and services sector this is not possible - increasing costs for environmental
protection and clean-up activities will provide major barriers for global growth.

However, the need to solve environmental challenges is an opportunity as well as a threat. Global markets for
environmental technology and services are estimated to 548 billion USD (2006) and are forecasted to grow by up to
30% by 2010 - this is equivalent to the pharmaceutical sector. Only in the EU the sector employs over 2 million
people. European Eco industry products have a sound world wide reputation and are widely exported.

In short, the benefits from eco innovative products and services are threefold:

1. They reduce the cost of reaching environmental targets
2. They promote new policies necessary to meet future needs
3. They create wealth and jobs

The public sector can make the Eco-industry attractive through its policies because the majority of the ecological
products and services have, due to the lack of holistic calculations, a societal value more than an economic value.
This is what makes the environmental industries sector yet fundamentally different to other business sectors such
as vehicles, where market forces drive demand and stimulate innovation.

Consequently, governments must set and implement po licies that create a value sufficient to justify th e
investment in environmental innovations.

Yes, there is a major challenge to be addressed, and trans-national cooperation may help to solve it.
(See details below)

What is the challenge / problem to be solved?
Building on the statement above there are two challenges of public policy:
1. To simulate the markets for the Eco-industry, i.e. to increase market pull.

2. To reduce the barriers hindering eco-innovations to develop and to reach the market, i.e. to stimulate the
eco industry in pushing products  and services to the market.
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This is also illustrated in the figure below (own figure):
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Challenge 1 - Stimulating market pull

Policy makers can influence three major market drivers in order to create or to enlarge the market for Eco-

innovations. These are:

1. Economies, i.e. economic benefits stemming out of integrating Eco-innovation in production processes,

fostering enterprise commitment by using financial (dis-)incentives

2. Legislation and requlation, i.e. using legal means to force organisations and individuals to endorse Eco-

innovations.

3. Individual commitment, i.e. influencing the general willingness of individuals and organisations in favour of

deploying Eco-oriented solutions.
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In the following a number of “problem areas” related to these drivers are discussed.

Obsolete and/or too weak requlatory frameworks

Without regulation, industry has little incentive to invest in pollution control or to adopt clean technologies that offer
no cost advantage. It is a general opinion, however, that existing environmental regulations do not encourage the
use of advanced technologies as they are set at too weak performance standards.”

Another barrier is that market prices normally do not reflect the environmental costs of products and services. The
part of the costs not reflected in market prices is borne by society as a whole, rather than by the producers of
pollution.

These factors hinder Eco-innovation and justify actions to adapt regulatory frameworks. However, this needs strong
political commitment at European and Member State levels, and common representation of interests on a global
scale (e.g. with respect to regulations, environmental targets and agreements). Diffusion of environmental policies
and regulations will be one of the factors crucial to the successful formation of a Lead Market for the eco-industry.
On the other hand, different legislations will bring new barriers to the free circulation of goods and services.

Non-innovation-friendly public procurement regulations

The public sector plays a very large and important role in innovation policy at national and international level.
Regulation, legislation, policies and procurement are all responsibilities of public actors. Procurement follows
legislation to protect the buyer; guarantees are needed and the lowest possible price is the aim. But the price shall
consider environmental issues. Procurement should be as little risk taking as possible whereas innovation needs
are opposite: a climate of openness, risk taking and flexibility. Eco-innovation depends more than many other
sectors on public sector measures for its development. Many times new technology for eco-oriented measures are,
in the first stage, not profitable without special circumstances.

We can assume that there is a significant potential in public procurement for fostering Eco-innovation. At the same
time it can be concluded that public procurement in its current dominant form is not favourable to innovation. There
is consequently a need for new concepts for innovation procurement. Public Innovation Procurement is a way to
foster innovation with help of public sector resources. New measures are under consideration in some countries but
there are still no or very few concepts with proof of principle. Trans-national co-operation in this area has the benefit
of bringing together broad expertise with the purpose of developing new concepts for innovation procurement and
will ensure a homogeneous sustainable growth of Europe.

Motivation and awareness

A major barrier to Eco-innovation is the limited motivation among buyers to demand eco-innovative products and
services. This holds true for business-to-business relations as well as for business-to-consumers. Limited
motivation can be explained by:

1. Lack of knowledge

A low level of understanding means e.g. that there is not sufficient knowledge about what alternatives exist but also
insufficient information about what can be demanded by an Eco-innovative product and about how to judge if a
product/service really has better environmental performance than other products/services.

2. Lack of skills

The support of innovative approaches needs appropriate skills, e.g. on proper procurement procedures,
management tools and also the integration of new solutions. In the case of risk assessment the lack of relevant
information access and know how will prevent the decision towards Eco-innovative solutions.

2 Provide reference!!!!
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3. Lack of incentives

Incentives for purchasing eco-innovative products and services are typically non-financial, i.e. based on intangible
values that are hard to show in balance sheets. This (normally) means that companies do not award purchasing
policies that favour eco-innovations. The consequence is that procurers within companies do not prioritise eco-
innovative product characteristics. Comparably, for individual costumers the lowest price strongly influences the
buying decision.

There are good examples of activities to address this topic as e.g. the pricing for bio — fuels in Germany (lowest
price due to lower taxation). But there is neither a general approach to address this problem nor a homogeneous
preparation in all European countries. Especially the new member states should be helped to promote learning and
training programme to influence the choice of their citizens. Consequently there is a general need to raise the
competence of the consumer as a buyer of Eco innovative products but also to develop and put into practical use
tools that enable the buyer to make the right decisions. To such tools belong in particular eco-labelling, eco-
certifications and Life Cycle Assessments (LCA).

In the perspective of trans-national co-operation the biggest potential can be found in the collaboration to improve
labelling of Eco-innovations and to develop LCA into a practically useful and affordable tool. This important goal can
be only achieved with an extended use of international Product Data Technology (PDT) standards for LCA and eco-
design. The use of these standards, to introduce data quality in LCA, should be recommended at European level as
the 1ISO 9000 and 1SO 14000 have been recommended for quality and environmental management..

Liability and risk management

Decision makers stick to common and well known solutions. Applying new approaches or products is related to a
specific risk. Even a suggested, e.g. “Eco Innovation” solution has measurable advantages, the risk to introduce
and implement this solution has to be taken into a decision process. To do so, the risk has to be somehow
guantified which is a very difficult part for new, not yet widely used solutions. Therefore it is of crucial importance to
have lead users to gain experiences and to share information on best practice examples. One of the biggest,
difficult to judge, risks for new solutions is liability. Because of liability reasons companies have to certify products
and build accrues. Especially smaller companies face a real barrier to find pilot users and to overcome financial
liability risks.

How could trans-national cooperation contribute to the resolution of the problem?

A common factor of many of these aspects is the need for global consensus, both in words and actions, on how to
tackle them. It is obvious that this challenge cannot be faced by individual states. Co-operation and shared
objectives are needed on a global level in order to balance the drivers and promote sustainable development. This
holds true in particular when it comes to procurement approaches, regulatory frameworks, standardisation and
certification procedures. This may seem obvious but if the same rules do not apply in all countries companies will
produce somewhere else in order to avoid strict regulations.

Market pull can be stimulated through trans-national co-operation in the following ways:

By updating and homogenising regulatory frameworks on a European level but with global ambitions

By trans-national exchange and co-operation on good practice models for innovation-promoting public
procurement

By risk-reducing measures for companies purchasing eco-innovative products and services.

By developing standardised tools that enable consumers and purchasers to assess and compare the
environmental performance of products and services. Also by working jointly to promote awareness and to
create incentive mechanisms among consumers.

What would be the added value to solve this problem through trans-national cooperation?

Today the key-driver for Eco-innovation is legislation forcing organisations to behave in a certain way. There are
limits however, to how far legislation can be used to push the development. If costs become too high there is
always a risk that companies will relocate to countries with less strict rules. Homogenous regulations would reduce
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this problem.

However, the big task for policy makers is to develop and implement policy instruments that strengthen other, more
“voluntary” market drivers, as illustrated in the figure. Trans-national co-operation is crucial here, e.g. for creating
sufficient credibility for eco-labels, for accelerating a wide-spread up-take of good practice in public innovation
procurement and for creating a critical mass of committed of European citizens.

Economies

Legislation & Individual
Regulation commitment

Challenge 2 — Stimulating product/service push

Eco-innovations are crucial if other market drives than legislation and regulation are to gain in importance. Cheaper
solutions and economic benefits have to be offered against less eco-efficient product and services in order to
ensure consumer benefits.

Consequently policy-makers face the challenge of reducing or deleting different kinds of barriers hindering Eco-
innovation such as:

1. Investment capital, eco-innovative companies need capital to finance their innovation activities. Public policies
can contribute to facilitating, in different ways, the access to risk-willing investors.

2. Skills and competence, eco-innovative companies are often knowledge intensive and rely both on high-quality
internal competence and on the availability to access external competence for the competitiveness.

3. Market access, the biggest markets for eco-innovations may lie outside the reach of the innovating body or even
outside of Europe. SMEs are often in need of assistance in penetrating distant markets.

As for challenge 1, a number of related “problem areas” are discussed below.

Standards, testing and certification

The opening of the European market has required standardization of the performances of product and services.
Many national standards have been substituted by European or international standards in order to remove barriers
to the open European market. The same concept has to be applied to the characterization and to the evaluation of
the performance of environmental friendly products -otherwise new barriers will arise. Certification is crucial for Eco-
innovative products as they often seek to replace tried and trusted methods with more sustainable alternatives that
are often perceived as being more risky. For many innovations therefore, certification is the key that opens the door
to sales. However, differing standards and complicated testing and certification procedures hinder efficient market
entry and reduce economies of scale by requiring companies:
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to alter their products and procedures for each country
to spend a lot of resource on the certification process

In fact a study carried out by the Cambridge Institute of Manufacturing yielded that companies rate certification or
proof of performance as the most important barrier to innovation.® Key criticism concerns complexity and rigid ness.
Although there are good reason for strict certification procedures it must be taken under consideration how this
hinders innovation. There are ideas for how to address this, both on general levels as well as in specific cases.
Verification scheme such as then one proposed in the EU Environmental technologies Action Plan is one
possibility. Working together to harmonise specific tools such as Life Cycle Assessment-software is another. But
harmonizing LCA software means to use the same information model needed to exchange technical information
unambiguously among different SMEs. This can be achieved through the use of PDT standards set up by the
technical committee ISO TC 184.

Skills and access to knowledge

According to an EIAG-survey* one out of three companies experience skills gaps. Moreover as there is a large gap
between the skills and training available and the needs of the sector, the gap of skills has been forecasted to get
worse as the sector expands. Therefore a key challenge would be to build skills capacity around emerging
technology supply chains, often cutting across sectors. For example, new energy technologies such as
microgeneration will have future skills requirements not just in the manufacture of new products but also in their
installation and maintenance in homes. Especially smaller companies face the problem that in a R&D phase
specific and sophisticated skills are temporarily needed but not consistently achievable.

A further key challenge going forward is to better anticipate and address upcoming gaps of skills brought about by
new environmental regulations and the development and implementation of new environmental technologies. This
is clearly an area where trans-national co-operation would bring benefits, e.g. through joint projects and joint
development of vocational training. By this, at European level, new skills such as the eco-innovation or the LCA-
PDT expert that could act as an “advisor” for enterprises might be promoted. A further area is to facilitate the
access of companies to highly skilled people within public research organisations, utilising European diversification.

Access to finance

Many small companies in the Eco-Industry complain about difficulties to access the capital necessary to finance
innovation. This applies in particular to young companies and start-ups. However, flows of private finance towards
environmental technology firms have been growing rapidly over the last few years. Data for the North American
market shows rapidly increasing investor appetite with $1.6bn invested in 2005 making environmental technology
the fifth largest venture capital investment category. Comparable data is not available for Europe UK but studies®
have shown strong flows of private finance to the sector here as well.

Even if problems to attract financing will vary from case to case one common reason is the weaknesses in the skills
needed to take an environmental innovation to market. This factor, in fact, is preventing many entrepreneurs from
securing finance. A particular problem, supported by comment from the finance sector, is the inability to build a
robust business plan which makes the crucial link between technology development and business development due
to the lack of long term political and policy commitments. In the perspective of potential for trans-national co-

® Dee N & Ford S, Cambridge Institute for Manufacturing, Insights into the challenges faced by environmental firms in bringing products to
market (2006)

4 The Environmental Innovations Advisory Group is an independent expert group set up in 2003. The group reports to DTI (UK) and Defra
Environmental Industries Unit

® Carbon Trust, Investment Trends in UK Clean Technology 2000-2004 (2005)

PRO INNO Learning Platform — Exploratory Team Re@206: ECO-INNOVATION



Exploratory Team Report on ECO-INNOVATION

Page: 9 of 19

operation the challenge of accessing finance may be less relevant than other barriers. This statement is supported
by growing private investments in the sector and many on-going national and regional initiatives to support
entrepreneurs in accessing finance .

Weak value chains

In stark contrast to sectors such as automotive where the supply chain is controlled by OEM’s the eco industry
often lacks clear pathways that carries new ideas through SME'’s, Tier 2/3 companies, Tier 1 integrators, OEM’s
and distributors and hence into the market. A consequence is that Eco innovations with great market potential fail to
reach the market. Europe’s fragmented innovation system enhances this situation. It is e.g. not uncommon that
technology developers (e.g. engineering companies and research institutions) can be found in one country but that
companies that would be able to manage industrialised production are located in a completely different country and,
finally, that the market for the Eco-innovation can be found on a different continent. If the supply chain is not
organised, which often is the case, the different parts of the chain never will connect.

Content and transfer of research-based knowledge

It is a perceived problem that public funded research does not “work” for the Eco-industry. With other words, public
investments in research in the environmental technology areas and the output of research do not fit with the needs
and expectations of industry. A further challenge is the well-known problem of technology transfer/sharing of
companies and research institutions that often are not working very effectively.

There is consequently a need to 1) better align public research activities with industry priorities and market
mechanisms and 2) design and implement programmes that are better suited to accelerate technology and
knowledge sharing of research and industry. The first requires close interaction between authorities dealing with
research priorities and strategies and leaders of growing and promising companies. A consultation on technology
priorities for the environmental industries involving companies, research institutions and policy makers is
necessary. Such initiatives (sometimes labelled foresight) have been carried out already but there should be scope
to do this also on a European level and their should be developed a common understanding among all actors for
organised contributions. Technology platforms seem to be a proper way to organise this kind of communication but
badly address the interest of smaller companies.

The second point concerns tools (such as knowledge transfer and collaborative research programmes) that
promote interaction between industry and research. Numerous such programmes exist today. Most are technology
neutral but there are also specific measures for the environmental technology sector. Some trans-national co-
operation is already going on addressing this issue, e.g. within the ERA-Net initiative. Present efforts are probably
not sufficient but there are in our opinion even more important topics that should be prioritised.

How could trans-national cooperation contribute to the resolution of the problem?

Many of the barriers hindering eco-innovations to reach the market are shared with other types of innovative
products and services. Consequently existing tool-boxes can also be used to stimulate eco-innovations. In terms of
potential for trans-national co-operation there are probably a few areas, which are more suited than others. To
these belong “Testing and Certification”, “Access to skills and knowledge” and “Dysfunctional value chains”. These
areas have in common that in order to achieve tangible result it is necessary to co-operate on an international level.
Regarding testing and certification there is a need both for international homogenisation of regulation but also for
exchange of approaches for how to reduce the risk/cost of certification for companies with innovative products.
Access to skills and knowledge is much about increasing visibility of competence on the European eco-industry
scene but also about facilitating mobility of skilled people and researchers. The dysfunctional eco-industry value
chains is discussed further later on in this report.

What would be the added value to solve this problem through trans-national cooperation?

Trans-national co-operation in these areas will lead to shorter lead times for eco-innovation to reach the market as
well as to lower costs for this process. Further, by improving the access to skilled people and by facilitating
exchange between industry and science, it should be possible to even further increase the rate of innovation in the
eco-industry.
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2.  Type of activities to be developed at trans-nationa | level

Yes, there are clear ideas how to foster trans-national cooperation in this field. Potential activities have
been identified which bear the potential of addressing the challenge through trans-national cooperation
building upon:

- existing measures; and

- new tools /instruments to be launched through trans-national cooperation.

(See details below)

Up to now the Eco-industry is SME driven. This implicates a quite sensitive structure depending on boundary
conditions. In order to identify key challenges and potential actions in one picture the fishbone approach has been
used (own picture):

frameworks

~ improved
» eco-innovation

3 / impact
31

/
Standards, Capacity Access to Market Content and
testing and building: skills finance development — transfer of
certification and access to strengthening research
knowledge of value based
chains knowledge

Out of the broad picture of policy challenges and related “problem areas” outlined in section 1 we have chosen
three areas that we believe are particularly suited for trans-national co-operation and not yet sufficiently covered by
European initiatives or actions, namely:

1. Skills and access to knowledge
2. Awareness, market communication and motivation
3. Weak value chains

Skills and access to knowledge

Collaboration between Eco industries and related public research institutions holds great potential for Eco
innovations. To release this potential, industry and science must find ways to work more efficiently together.

Which specific activities / instruments / actions w ould be required to make progress?

Trans-national Eco innovation foresight
The key technology areas for Eco innovation are mapped on a country basis. A European foresight involving
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industry, science and the public sector would create a bridge between academic science and industrial needs. A
European joint initiative would bring new perspectives both to applied research funding in the individual member
states and in private industry allowing for long term planning.

Education and training of eco-industry experts

Europe suffers from very inhomogeneous environmental education system as well as very poor vocational training
and long life environmental education system. It is therefore necessary to develop information, education and
training structures on both secondary and tertiary level, to stress the utilisation of existing knowledge, the promotion
and dissemination of know-how and best practices, dissemination of results of the actions and projects and
cooperation with the Member States through operational networks. It is suggested to establish international criteria
for the certification of the skills as well as a register for the experts. It is also important to promote a European e-
learning platform for sharing e-learning courses on the subjects mentioned above. This action will foster public
awareness dedicated to environmental friendly solutions.

Best practice database
A database of best practices could help SMEs to decrease the risk for Eco-innovative approaches. When dealing
with similar problems, SMEs could take advantage of comparable experience.
Another database could address best environmental performance of products to support trust among clients. An
independent panel could list suppliers and feedback their demonstrated performance. Companies and services like
e.g. Ebay are successfully using this approach.

Network skilled people/research resources
In particular SMEs need flexible access to skilled people to innovate. A trans-national initiative to facilitate the
access, e.g. through databases (who is who in Eco-industry) should be considered. Further the exchange of
experts, the hiring for defined time-periods out of a public body or the rotation of experts based on educational
needs might be fostered.

Eco innovation technologies develop over very different fields. However they use state-of-the-art findings and, by
combining solutions, generate new products. Specific training will support better education and more available
experts. To proof the demand for specific courses and define proper programs further investigations are needed.
Such a study can also validate the appropriateness of temporary employment company models. Temporary
employment companies might support the availability of specific experts needed to just solve one problem or
develop a product. Especially SMEs can often not afford to permanently employ specialist.

Upon which existing initiatives could trans-nationa | cooperation activities be established?

The Environmental Innovations Advisory Group (EIAG) initiated by a.o. by DTl (UK) launched a
consultation on technology priorities for the environmental industries. This involved businesses and key
stakeholders reviewing a range of technologies and prioritising them in terms of global market potential and
the UK'’s capacity to develop and exploit them commercially.

The ERA-SME project brings together national innovation agencies running programmes aiming at industry
(SME)-science collaboration. The experience of this programme could be applied to a specific initiative
aiming at Eco-industry — science co-operation.

The ProRETT project supports European renewable energy research centres to exploit research results.
The deployPROMIS eTEN project provides SMEs with a user friendly multilingual platform for information,
e-learning, consultancy and services on the themes of quality, health&safety and environment. It will be
launched just before the summer and foresees the qualification of PROMIS consultants that should help
SMEs to meet European requirements in the above sectors.

CALCAS s finalised to review the current state of the art on the development and use of Life Cycle
Analysis tools and to identify the knowledge gaps where further research is required and to promote the
networking and the coordination at European level among the principal subjects operating in this field.
DEPUIS is finalised to provide a multimedia handbook for eco-design. The project also foresees the
training of new skills in the field of LCA and PDT.
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What are the stumbling blocks for trans-national co operation which prevent spontaneous solutions to
emerge?

In particular it is difficult to find the resources but also the mandate to start co-ordinating and networking activities
necessary to develop European-wide educational initiatives, awards, certificates etc. The same goes for the
development of networks or even bodies for/of specialists/skilled people. Networking skilled people may also
encounter the problem of protectionism; it is not given for granted that all nations/regions are supporting the
transnational mobility of skilled people.

Weak value chains
The problem of unstructured value chains hampers eco-innovation. The concept of lead markets could significantly
contribute to improving the situation.

The term Lead Market in the context of policy making refers to markets for research and innovation intensive
goods, services or technological solutions with a high growth potential, in Europe and globally. Further, the concept
relates to areas where EU industry can develop competitive advantage to lead in global markets and that require
action by the public sector (as regulator, customer or facilitator). Eco industries are often mentioned as a possible
sector that could profit significantly from Lead Market initiatives.

Efforts to create a Lead Market is not about artificially creating markets for research results but rather about
creating business environment allowing industry develop and commercialise innovative products on a competitive
basis. A lead Market initiative aims at implementing supply-side policies with ones aimed at improving business
framework conditions as a well as combine demand-side instruments - regulation, standards, IPR, procurement,
risk capital, etc. Lead markets do not necessarily need to be in the same region or nation of the solution offering
parties but also might be within other European regions or abroad. In the case of potential lead markets located in
developing countries additional European support might foster long term relationships and substantial growth.

Which specific activities / instruments / actions w ould be required to make progress?

The creation of Lead Markets requires concerted policy co-operation between industry, EU and the Member States
in the following areas:

Development of an anticipatory approach to product market regulation

Stimulation and facilitation of timely development of standards by stakeholders

Public procurement in markets where public authorities can act as launching customers (it is possible that
the US SBIR-programme can be a useful role model)

Improving and optimising IPR regimes

It is suggested to select a few prioritised areas of aéaplied research and eco-innovations, e.g. from the list
established by the Europe INNOVA Eco innovation panel”.

Upon which existing initiatives could trans-nationa | cooperation activities be established?

The concept of lead markets was introduced by the Aho-report published in 2006. Later it was taken on board by
the Commission in a Communication published in September 2006 (Innovation: putting knowledge into practice ).
A Commission communication on lead market initiatives, expected to be published in autumn 2007, will describe
how they will be used to complement supply-side policies and how demand-side instruments such as regulation,
standards, IPR, procurement and risk capital will be combined to improve business framework conditions.

Currently a group of Commissioners is identifying a number of pilot projects for lead markets. The validity of the

6 http://www.europe-innova.org/index.jsp?type=page&lg=en&classificationld=4962&classificationName=

Innovation%20Panels&cid=5089
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approach should be tested for a few areas in 2007. Assuming that the concept holds, an overall strategy will be
developed towards the end of 2007 extending the approach to other domains.

What are the stumbling blocks for trans-national co operation which prevent spontaneous solutions to
emerge?

Creating a lead market is not creating an artificial market but it is facilitating, though powerful intervention in
different areas (supply and demand side), the emergence of a market in particularly “wanted” areas. Again this will
not happen automatically due to the high workload and strong network position that is needed to launch such an
initiative.

Awareness, market communication and motivation

There is a pronounced need for strengthening the commitment of individual consumers as well as companies to
demand Eco innovative products and services.
To do this it is necessary to:
- advertise the causes of doing things in the “right” or the “wrong” way

live and communicate best practice

raise the level of knowledge of available alternatives

improve the instruments for assessing eco performance

create incentives for selecting eco-innovative products

Which specific activities / instruments / actions w ould be required to make progress?
It is suggested that trans-national co-operation is considered in the following areas:

Eco labelling
The European Union and its member states should push for more coverage and relevant eco-efficiency consumer
information within the product and services information schemes already in place. E.g. the EU energy labelling
framework presents a number of advantages but, since there certainly is a degree of rivalry and overlaps exists
between different labels causing confusion among consumers, more efforts are necessary to review and possibly
harmonise/consolidate labelling. A possible way of doing this is to create networks of existing eco-labelling
initiatives.

Life Cycle Assessment framework development (LCA)
There is a need for LCA open source software compliant with PDT international standards in order to provide SMEs
with technical solution at affordable price. Consequently the following actions should be launched
- Develop a research road map for a new LCA, suitable for sustainability (environment, economy, social)
assessment of micro, meso and macro systems (present LCA is too limited, in particular for meso and macro
assessment)
- Develop databases, technical guidance, LCA/ecodesign software tools specialised for industrial sectors to make
more practicable for industries (in particular SMES) product eco-innovation processes.
- Develop innovative communication/certification tools to make eco-innovative products more recognizable on the
market
- Develop an international system for the assessment of environmental technology using the LCA technique in the
correct way

Awareness campaign
In order to promote individual as well as institutional commitments a better communication approach has to be
followed. Up to know the ecological effects of our activities are not well known and understood in the public. An
awareness campaign can further pinpoint to critical areas and sensitize or motivate. Public authorities, especially
environmental ministries, shall give good examples like e.g. using environmental friendly cars or means of
transport, decreasing energy consumption in its offices etc.

Risk sharing fund

To address the barrier of liability risks (especially for smaller companies) and to support decisions towards
innovative and therefore often risky solutions we suggest to discuss possibilities to install a supporting fund. This
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fund shall lower financial risk for the supplier and the user of Eco innovative solutions in dedicated fields of special
interests.

Upon which existing initiatives could trans-nationa | cooperation activities be established?

The kids’ISO14000 initiative promoted by UNESCO intends to develop the sensitivity of children to feel
good or bad environment, which leads to motivate and to develop the environmental awareness of children
who will be the future citizen.

The synergy of CALCAS and DEPUIS projects would provide, from one side with the analysis of the
existing barriers to implement LCA and, on the other side, would provide with good practices to implement
LCA and eco-design.

What are the stumbling blocks for trans-national co operation which prevent spontaneous solutions to
emerge?

It could be challenging to gather different eco-labelling organisations around one table due to fear of giving
up market share and loosing market position.

LCA-development could run into difficulties due to a lack of paying clients=difficult to find developers. Time
to ready LCA-tools could also constitute a constraint if these tend to be very long.

So far there is no stakeholder or “marketing plan” to finance awareness campaigns.
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3. Potential actors to drive the agenda for trans-nati

onal cooperation further

(See Details Below)

Yes, strong interest in cooperating in this field has been identified. Potential partners are well defined and seem ready to work together.

The actors for eco-innovation are manifold. The most promising approach is to raise interest among all stakeholders by using or generating financial incentives.
Specific actions rely on known stakeholders which have to be convinced to contribute. The following list gives first ideas to further promote the suggested actions.

Skills and access to knowledge

Proposed activity

Interested organisations

Expected commitment

Evidence of interest

Trans-national Eco
innovation foresight

(road mapping)

Enterprises and industry asso-
ciations, National research
institutions, National minis-
tries/departments/agencies, EC

Many governments have adopted
environmental actions plans, it can be
expected that trans-national co-operation
in the areas is welcomed.

The UK and the Danish govern-ments have launched
foresight exercises. Technology platforms define SRAs
but no dedicated eco-industry platform exists.

Best practise database

Industry organisations, National
authorities, research centers

Innovative concepts often have been
tested somewhere. To make these
experiences available a database of
mutual interest (supplier and user) shall
be installed and will improve confidence.

Internet forums already cover the topic and one side
(best practice) is used by companies to market its
services

Network skilled
people/research
resources

Chamber of Commerce and
Industry, Regional development
agencies, Universities and
R&D-institutes

Commitment is not obvious since it
depends on the possibility to balance
“giving and taking” in the co-operation

Mobility of researchers is promoted e.g. in the Marie Curie
programme. Something similar but for graduate students could
be foreseen to allow specialised training of young people in
research centers or industries with best practices in place.

Study to educational
demands and expert

Chamber of Commerce and
Industry, National authorities,

Scientific contributions to actions,
instruments and cost/benefit ratios.

Subcontracting of research on the proper definition of
actions and instruments.
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Proposed activity

Interested organisations

Expected commitment

Evidence of interest

rotating approaches

Universities and R&D-institutes

Weak value chains

Proposed activity

Interested organisations

Expected commitment

Evidence of interest

Lead market
development

National agencies, regional
organisations, business
associations, standardisation
organisations, etc

If the EC promotes Lead Market initiatives the interest will
be high.

The Lead Market concept was
promoted by the Aho-study. The EC
has announced that pilot Lad Market
initiatives will be launched in 07/08.

Stronger public pro-
curement in visiona-ry
application fields

Public authorities on all levels

Procurement decisions for eco-innovative solutions

Use of structural funds to promote eco-sustainable new
communities.

High interest on regional (due to
measurable impacts) but low interest on
global scale. Financial benefit or
competing incentives needed!

Awareness, market communication and motivation

Proposed activity

Interested organisations

Expected commitment

Evidence of interest

Eco labelling

National and EU eco-labelling
organisations, National envi-
ronmental agencies, Business
and business associations.

Eco-labelling is a mature “business” today with many
active players. It is therefore expected that many of these
will recognise the need for co-operation.

The global eco-labelling network
comprises 26 organisations.

Life Cycle Assess-
ment framework

Environmental R&D institutes and
universities

It is expected that organisations today involved in the
development of LCA will show high interest. An EU

Several projects are on-going, e.g. the
CALCAS-project and DEPUIS project
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Proposed activity

Interested organisations

Expected commitment

Evidence of interest

development (LCA)
and Eco-design

recommendation should be send to all member states in
order to promote a wider use of LCA-PDT .

(www.depuis .enea.it) .

Awareness campaign

Public authorities, business and
business associations, advertising
agencies

Use of available media to sensitize to Eco-approaches and
the effects of our daily actions, good example of public
authorities. Ministries of education could invite schools to
join UNESCO programme

Political or financial interest, might be to
low. The e.g. UNESCO initiative “Kids’
ISO 14000” could be implemented in
Europe

Risk sharing fund

European commission, banks,
business and business
associations

Funds to lower liability risks (suppliers) and innovation
related risks (users), fund management by financial
institutes

The interest of users and suppliers shall
be high because of lower barriers, but
who finances the action?
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4, Funding instruments to implement the proposed ac

tion

results.
(See details below)

Yes, the proposed action would respond to the identified key challenge in this area. It is expected that a
strong initiative in support of trans-national cooperation could be built, which would produce the expected

Actions

Potential funding instruments

CIP-support

Trans-national Eco innovation

FP7 Regions of Knowledge

Nordic Innovation Fund

Yes, through INNO-

foresight Interreg Nets
FP7 tender or SSA
Best practise database FP7 SSA INOVA platform

Network skilled people/research

resources

Calls within FP7 “People”
Regional funds such as the Nordic Innovation

Fund and similar

Yes, through INNO-
Nets

Study to educational demands

and expert rotating approaches

FP7 tender

Lead market development

FP7 Regions of Knowledge
EC pilot initiative to establish Lead Markets

Yes, through INNO-

Actions

Stronger public procurement in

visionary application fields

EC pilot initiative to establish Lead Markets

Yes, through INNO-

Actions

Eco labelling

Interreg

Supporting and co-ordinating actions within CIP

Yes, through INNO-

Actions

Life Cycle Assessment framework

FP7 R&D co-operation projects

Yes, through INNO-

development (LCA) Interreg Nets
Yes, through INNO-
. FP7 tender
Awareness campaign Nets and as part of
FP7 SSA

larger initiative

Risk sharing fund

Structural funds, EIB
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5. Leveraging the impact of the proposed action

Yes, the proposed action would benefit from complementary action in related areas in view to using
synergies and ensuring strong impact overtime either for the sustainability of the project or to prepare
for sustained support at national or European level

(See details below)

The key to maximising impact of the suggested actions is participation and critical mass. Maybe with the exception of
LCA broad participation and excellent dissemination strategies will be success factors. We therefore suggest that this will
be one of the most crucial aspects to study should this topic be selected for the validation phase.

As already identified during the exploratory phase there are plenty of activities going on in Europe today aiming at
fostering eco-innovation. Care must be taken to achieve leverage effects with existing initiatives.

Strong co-ordination and gathering of resources and ideas on a European level will be the key to secure sustainability
and impact of the suggested actions.

We have been proposing 10 actions of different dimensions. But committing individuals to act with respect to our

environment and (at least sometimes) shift decisions on priorities will add growing momentum. Contrary LCA, best
practice database or the risk sharing fund address specific existing barriers.
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