PRO INNO EUROPE

= iNNO
(2 ERRIRNO VIEWS

INNO-Views Policy Workshop

Improving Governance

In European Innovation Policy

Implications for innovation policies in Europe

Brussels
26" -27" November 2009

Workshop Output Paper

Conclusions

K. Grutzmann, K. Halme, R. Reiner



PRO INNO EUROPE

~% PR INNO
rJE OINENO VIEWS

Table of contents

1] (oo 18 Tox 1 [ o ISP 3
The European innovation policy governance SYyStemM.............uuveiiiieeeeeeeeevviiiinieeeen 4

Towards better governance for EU innovation policy i Recommendations for
European innovation POLICY ..........uuuieiiiiie e 8

LiSt Of PAITICIPANTS .....eeiiiieiiiieieee e 16

Legal Notice

Neither the European Commission, nor any person acting on behalf of the Commission, is
responsible for any use which might be made of the information in this paper.

The views expressed in this paper are those of the authors and do not necessarily reflect the
policies of the European Commission.




PRO INNO EUROPE

7% PRO INNO INNO
(JE E VIEWS

Introduction

The workshop aimed to discuss the rationales, challenges and opportunities to
improve governance for European innovation policies and to develop
recommendations to the European Commission for EU innovation policy making.
Better EU innovation policy governance will contribute to a more comprehensive
mobilisation of innovation policy makers and other innovation actors, to faster and
more flexible, thematically targeted and clearly timed decision-making and
coordination processes at operational level thus resulting in a more innovation
friendly business environment through better synchronisation and coordination of
innovation related activities.

The workshop was organised in 4 sessions:
A Session 1: Current situation of European innovation policies

A Session 2: Analysis of European (funding) programmes in support of innovation
and in depth discussions of possible streamlining and simplification of the EU
programmesd | andscape

A Session 3: Analysis of different governance options and models and discussion of
coordination mechanisms and decision-making structures with view of their
feasibility at EU level

A Session 4: Elaboration of recommendations towards next steps of a roadmap for
improved European innovation policy governance

Presentations and background papers of participants can be downloaded from the
PRO INNO Europe Portal.

The workshop was hosted by the representation of the State of Baden-Wurttemberg
to the EU. For the region of Baden-Wurttemberg, the question of how to link
European innovation policy activities (top-down approach) most efficiently with
regional approaches (bottom-up approach) is a question of key importance in order to
face the challenges of international competition, as Joachim Baldermann
(Representation of the State of Baden-Wirttemberg) outlined in his welcome
address.

! http://www. proinno-europe.eu/index.cfm?fuseaction=workshops.ws paper&ID=31
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The European innovation policy governance system

The scope of understanding of what is "governance" in the context of EU innovation
policy differs widely. In the context of the present workshop, participants selected in a
voting the following two definitions for governance in general (50 % each):

A iGovernance concerns the systems and
priorities and agendas, design and implement policies and obtain knowledge

about their i mpacts and effectiveness.

A fGovernance refers to processes and activities in place to ensure that relevant
policy needs are identified, appropriate policies are designed and implemented
effectively and efficiently and that the necessary learning takes place by involving
all relevant stakeholders.o

That means that governance is not seen to be limited to only deal with relationships
between stakeholders involved like ministries, advisory bodies, industries and others,
but to contribute to design policies and set priorities. With view of EU innovation
policy, participants agreed concordantly on the following definition:

A fGovernance in the context of EU innovation policy stands for coordination
mechanisms to synchronise different policy levels (EU, national, sub-national),
departments (research, enterprise, education, environment, internal market etc.)
and innovation actors (policy-makers, entrepreneurs, researchers, support
providers, finance, education and training institutions etc.) to agree on strategies,
targets, priorities and implementation methods.o

Governance in the context of EU innovation policy is therefore not only seen as
follow-up mechanism for monitoring the implementation of the Innovation Plan or
data collection and analysis of EU innovation performance. The aim of improving the
European innovation policy governance system is to achieve

A a more innovation friendly business environment through better coordination and
synchronisation of regulatory activities with innovation funding and policy activities
(horizontal coordination) and

A more trans-national coordination and increased opening of national and regional
innovation systems in order to use synergies between EU, national and regional
innovation policies (vertical coordination)

The European innovation system is thereby seen as a dynamic, but fragmented
system consisting of a number of sub-systems with high differentiation across
European regions and countries. Innovation policy has to take into account these
differences with view of e.g. culture, state of development, strengths or weaknesses
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of the individual regions. Moreover innovation policy has to consider the complexity of
the innovation system, i.e. innovation policy affects and is at the same time affected
by most different policy areas like finance, market, knowledge and human capital
(compare figure 1).

Governance: Which policies?

Finance
Private & public sources
For enterprises of all siz

Internal

& public sector

Innovation
Enterprises: Product innovation,
organisational, marketing, design,
Processes,
Etc.

S«ills, Creativity,

Niobilit
Ada

Hum

DPatents,

European Commission
Directorate-General for Enterprise and Industry

Fig. 1: Innovation system and policy areas affected (Katja Reppel)

Several gaps, weaknesses and needs have to be stated for the European innovation
policy system, among others:

1) Framework conditions for innovation:

A Fragmented market: The IPR system in EU is still fragmented across Europe
and therefore quite costly. Standardisation across Europe progresses very slowly
and regulations hinder cross-border co-operation and activities of companies

A New forms and drivers of innovation require policy attention: This includes e.g.
user-driven innovation, but also non-technology innovation like design or services.
Public sector innovation may be used to trigger demand for innovation.

A Skills gap: Europe increasingly needs to attract and retain talent due to the
global competition and demographic development. Education should aim to foster
creativity and entrepreneurial skills and spirit.

02.02.2010 Page 5 of 18 WS 07 - Workshop Summary



PRO INNO EUROPE

INNO

\
2 VIEWS

PRO INNO
EUROPE

A Capacity building in public authorities: A need for more policy learning and
capacity building in public authorities has to be stated in order to raise awareness
of innovation policy, improve coordination of different policies and foster the
development of more efficient support activities.

2) Supply and demand side incentives for innovation:

Gaps at the supply side of the innovation support system include e.g. a fragmented
VC market resulting in low equity funding across Europe, weak relationships within
t h eknowiledge triangledo or complicated requirements for public private
partnerships. The complexity of the European programme landscape needs
simplification and needs co-ordination with Member States policy in order to use
synergies and create a critical mass as regards support. Strengthening the link
between supply and demand sides would be essential.

EU innovation programme governance
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Fig.2: EU innovation programme landscape

The landscape of existing EU funding programmes in support of innovation is very
complex (fig. 2). It includes the following instruments (2007 i 13):

A Research Framework Programme (FP7): FP7 complements national research
programmes, activities funded must offer an fEur opean a d.ded
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transnational projects are selected by excellence and are open to a large range of
organisations.

A Competitiveness and innovation framework programme (CIP): CIP is
focussingonnet wor ki ng and pil ot actions at pol
with very limited direct financing to enterprises (except for the eco-innovation
funding scheme).

>\

Structural Funds (SF) include actions running at national or regional level.

>\

Other instruments include programmes like the Life-long Learning
Programme, LIFE+, EUREKA or the European Institute for Innovation and
Technology.

The individual instruments are complementary at the strategic level, but at
operational level barriers hinder taking full advantage of these complementarities:
Barriers include time lags, targeting of different types of beneficiaries, bottom-up
versus top-down strategies or divergence of formal and actual targeting of the
programmes. Moreover a risk of multiplying similar actions without cross-fertilisation
among them has to be noted: For example interregional networking is funded under
all 3 main programmes in the broad field of research and innovation policies and
notably clusters.

Practical examples to improve innovation policy governance were presented in the
workshop in order to draw policy conclusions for the European innovation policy
governance system based on the experiences of the participants:

A fRegions of Knowledgeda This action of the FP7 programme aims to improve
the links between regional research driven clusters in order to foster
cooperation on targeted fields. An evaluation of this programme will take place
in 2010.

A Experiences show a strong need for evaluations and for simplification of the
complex innovation support landscape in order to address needs of regional
business and research communities. One key challenge would be to simplify
the management and procedures of innovation support actions and links with
CIP actions or possibly related Structural Fund (in particular territorial
cooperation).

A Reorganisation of Austrian innovation policy: Until now innovation policy in
Austria was mainly based on single actions and programmes of different
departments and not on a coordinated general strategy. Now the strategy has
been radically shifted towards a comprehensive, broad-based innovation
policy. This includes streamlining of the fragmented programme landscape
towards an efficient and effective RTI support system with coordinated and

02.02.2010 Page 7 of 18 WS 07 - Workshop Summary



PRO INNO EUROPE

7Y PRO INNO INNO
~» EUROPE

consistent programmes with well defined responsibilities and simplification of
the institutional framework.

>\

EU2020 strategy: The interdependence of economies at global level needs
increasing policy coordination and an integrated agenda taking into account
links between social, economic and environmental dimensions. The strategy
aims to address the challenges arising from the financial crisis as well as the
structural challenges (climate change, ageing, energy security): Governance in
this context means an increasing need for more political ownership at the
highest political level but also at national, regional and local levels, the
European Parliament, national parliaments and at stakeholder level. This
requires improved communication and improved monitoring with differentiated
targets reflecting the differences of Member States and regions across
Europe. Regions are seen to be key actors in the new strategy, sharing
responsibility in designing, implementing and monitoring structural reforms

Towards better governance for EU innovation policy i
Recommendations for European innovation policy

Based on the analysis of the existing European innovation policy governance system,
participants emphasised in all discussions a clear need

A To set innovation policy high on the European agenda
A To set priorities addressing societal challenges
A To simplify the existing programme landscape

A To simplify access of beneficiaries (in particular SMES) to the programmes and to
address their needs

A To coordinate activities at EU, national and regional level

1) Set priorities

Innovation should be put on top of the European agenda. The current (innovation)
policy system is too complex and does not sufficiently address existing market
failures. The leading vision suggested to create a dynamic eco-system of innovation
in Europe. The common vision should be developed in close communication process
of different policy departments making extensive use of inclusive consultation
exercises (e.g. foresights) in order to achieve commitment of as many stakeholders
as possible.?

“Compareal so to RKéae G®ypi i Ay-Mdiitoridg afdrAnalysiscot Policies and Public

Financing I nstruments Conduci ve tMarchH200@her Levels
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Paying more attention to a number of societal challenges was considered important
in view of 1) limited resources, 2) the opportunity to create better synergies between
policies influencing innovation and 3) the desirability to achieve more measurable
impacts. It was found important that a significant number of priorities would be
connected to societal challenges. For this a clear hierarchy of goals and objectives
should be established. Public support at EU, national and regional should
concentrate only on innovation activities that help to address these challenges, i.e.
innovation support should only be provided for projects for which an impact on one of
the priorities can be proven. Such focus on societal challenges implies cooperation of
regional, national and EU level and will have benefits at all levels (partially in the long
run e.g. job creation).

Thereby fgovernance has t o f ol | o therecexists ne single governanee
approach which fits to all innovation policy aims and activities. Different governance
approaches have to be developed and tested in pilot actions for specific topics
oriented on the societal challenges selected.

Moreover the approach to develop an overall innovation policy strategy for Europe
based on a limited number of well defined objectives could contribute to develop in
the long-term a common understanding of policy between different departments and
at different policy levels. This could contribute to improve coordination of policies, but
requires more efficient communication between departments and different policy
levels.

2) Refocus centrally managed EU programmes and simplify programming
landscape

At present the European innovation policy landscape is quite fragmented both with
view of the number of programmes and the number of institutions involved. The
programmes are weakly coordinated and have no clear entrance point for potential
beneficiaries, which can give the impression of competition among EC programmes
and institutions.

As outlined above, innovation policy governance must be constructed to match the
aims and priorities pursued instead of starting from existing structures and measures
and bending them to fit into the new priorities. Nevertheless, in a first step existing
programmes should be exploited with view of their potential to address different
Grand Challenges and the Lisbon targets until 2014, one main focus should thereby
be education.

a. Recommendations for the short to medium term include:

A Opportunities for using synergies of the different EU programmes are e.g. given
by strengthening thematic complementarities. An example could be the field of
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eco-innovation by linking up lead-market initiatives of CIP with JTI under FP7,
regional technology road-mapping under the Structural Funds or support for
research infrastructure under both SF and FP7 (e.g. Regions for Knowledge
project to define investment needs).

A Duplication of activities should not only be eliminated by merging them, but by
using the different roles of these programmes and strengthening linkages (e.g.
CIP as test bed). Moreover synergies may be increasingly used at agency level
and in the delivery of programmes.

A A higher flexibility should be introduced to reallocate funds and adapt them to the
needs of target groups. For example support to innovation agencies at regional
level could be useful.

A In general a user driven approach is needed, adapting programme design to
innovators needs.

b. Recommendations for the long term

Participants discussed different options to restructure in the long term the European
funding programme landscape ranging from adaptation of the existing programme
landscape to a radical change by replacing the existing structure by one programme
at EU level and mirror the EU programme at regions with SF. Overall it was
concluded that changes of the existing programme landscape would be needed, but
a too radical change could confuse beneficiaries. Nevertheless participants agreed
on the need for simplification and improved user-orientation in the long-term:

A The future structure of allocation of funds should reflect the EU 2020 priorities.
Starting from the complex existing R&D and innovation support landscape, the
potential for simplification has to be analysed and duplications avoided.

A The innovation policy focus has to be widened e.g. on innovation in public
services based on the orientation on major societal challenges.

A The changed view of the innovation system from a linear process to a complex,
dynamic system should be reflected by different parts of the programmes.

A The programmes should be designed along the technological and sectoral value
chain, with strong linkages between them.

A The programme design should take into account different needs of countries or
sectors. Regional approaches should therefore play an important role.

A Existing programmes do not cover sufficiently dissemination aspects, what would
be important to create markets.

A Funds (e.g. Structural Funds) should be allocated in more competitive manner.
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A Support should not only focus on financial support to innovators, but also on e.g.
providing information on innovative technologies, creating supportive regulatory
conditions or regulatory incentives. For this strong linkages between national and
EU level would be essential.

3) Make innovation accessible to companies

Starting point for governance and programme design must be the innovators' needs.
In particular enterprises (SMEs) as end beneficiaries of innovation programmes
expect high quality support adapted to their needs in terms of amount, type of
support, ease of access and last but not least speed of delivery. The present
situation is characterised by a variety and wide range of innovation related EU
programmes (in addition to national and regional programmes) with a fragmented set
of rules, work programmes, implementation modes as well as governance and
management structures.

Participants emphasised therefore the need for simplification. No matter how the
structure and multi-level governance of the support programmes look like, easy
access and easy delivery to beneficiaries would be most important. This could be
achieved by:

A Providing access to support programmes by a common innovation portal
designed to deliver answers according to user needs. (Temporary) agencies
shoul d be us e grogtammes towaedn custdmers (e.g. EACI, EEN,
regional agencies or intermediaries).

A Further development of the practical guide for potential beneficiaries in order to
provide easy to use information on support programmes at EU, national and
regional level. In general raising awareness of support possibilities at different
levels and their benefits would be important in particular for SMEs.

A EU-wide harmonised application forms, evaluation procedures etc. for all
innovation support would be essential, preferably not only at the EU level, but also
at national and regional level.

A In order to provide more flexibility for schemes at European level, reducing
requirements on e.g. the number of partners or the number of MS participating in
a proposal would be useful at EU level.

A To address SMEs effectively, the regional dimension is most important (SF). At
EC level it has to be discussed if and how direct EU level support to SMESs is
feasible, effective and efficient, but if improving framework conditions by
supporting the creation of a single market for innovation while delegating direct
SME innovation measures to national or regional levels would be more effective.
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This could also help to avoid duplications and use synergies and
complementarities and would be more cost-effective.

A The increased use of innovation vouchers, preferably at national or regional level,
would be useful. At EU level, budget could be allocated to support opening and
networking of the voucher schemes.

A Whereas at present beneficiaries have to search on their own for appropriate
support programme for their innovation activities, the future vision is that the
system would be able to deliver support according to the needs of company.

A Involving end users in developing specifications of calls could help to develop
user friendly procedures and rules.

4) Complexity of support programmes at regional, national and European level

A variety of innovation support programmes exist not only at European level, but also
at national and regional level (where the largest part of public innovation support
budgets is located, however, fragmented by national and regional borders). This very
complex structure needs clearly better coordination and linkages in order to avoid
duplication and use synergies. The different policy levels should have clearly defined
roles with view of their potential to deliver appropriate support to beneficiaries.
Whereas regions are seen to be starting points to address beneficiaries (in particular
innovative enterprises) appropriately, EC primary role was seen as that of a facilitator
in coordinating the activities at different policy levels. Most important for the
European level would be the questions how to enhance complementarities, how to
create an economy of scale and how to create markets across borders and facilitate
cross-border cooperation.

Different innovation programmes and policies have to be analysed at MS and
regional level in order to investigate the potential for simplification, enhance mutual
learning and facilitate opportunities for cross-border co-operations. At the same time
differences and specificities of regions have to be taken into account (bottom-up
approach).

One main important challenge of this multi-level governance system is the question
of responsibilities, ownership and commitment to common strategies developed.
More detailed recommendations given included:

A Improved communication and systematic information of the MS representatives in
the relevant programme committees (e.g. regards developments in other
programme committees).

A To achieve an agreement on the need to develop a strategic and holistic concept
for the entire innovation-related programme landscape for the proposals for the
2014 programme generation.

02.02.2010 Page 12 of 18 WS 07 - Workshop Summary



PRO INNO EUROPE

N EROINENO INNO

A

VIEWS

ABr i dgi ng.e aomplamentirg aational activities with activities at EU level.
For example public procurement activities to foster innovative technologies should
take place at national level. These activities can be facilitated at the EU level by
supportive regulations.

Strategic alignment of Structural Funds to societal challenges, taking into account
regional needs (based on SWOT & stakeholder based decision for each region)

Obligation under future Structural Funds regulation to take up certain good
practices (such as opening up regional innovation support systems, etc.) that
emanate from the EU centrally managed programmes

Whereas innovators without an internationalisation ambition should be supported
only at national or regional level, the EU central level role should be on support for
innovators with international vocation and large scale projects that cannot be
shouldered by a single country. It would be useful to leverage private and national
funds into such activities (JTI, Art 169, PPPs etc.)

Involvement of stakeholders (e.g. in order to develop user centered approaches)
should be mainly take place at regional level.

An example for a multi-governance approach for eco-innovation measures and the
relevance of the different policy levels is given in figure 3.

Fig.3: Example for multi-governance approach in the field of eco-innovation (A. Reid)

02.02.2010 Page 13 of 18 WS 07 - Workshop Summary













